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MONOPOLY POWER 


(Sist Cong., Ist sess.) 


Seria 14, Parr 1, hearings of July 11, 13, 15, 18, 20, 22, 25, 27, and 29, and 
August 1, 3, 5, and 24, 1949—general hearings on monopoly problems, including 
report by the Federal Trade Commission on concentration of productive facili- 
ties and a summary of existing antitrust laws. 
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a bill to increase the criminal penalties of the antitrust laws; a bil to pro- 
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SERIAL 14, Part 4 (A and B), two volumes of material resulting from the sub- 
committee’s investigation of steel. Volume A contains testimony of April 
17, 18, 19, 20, 21, 24, 25, 26, 27, 28, and May 3, 5, 9, and May 11, 1950, at which 
dates representatives of Government, the steel industry, and other interested 
persons presented various views on the iron and steel industry. Volume B 
contains exhibits introduced during the hearings. 

SERIAL 14, Parr 5, containing the hearings of May 8 and 10, 1950, on a bill designed 
to provide a uniform statute of limitations for private triple-damage actions 
and to allow the United States Government to sue as a private suitor for 
damages suffered by reason of violations of the antitrust laws. 

Seriau 14, Part 6 (A and B), two volumes of material resulting from the sub- 
committees investigation of newsprint. Volume A contains testimony of 
June 19, 20, 21, 22, 23, 27, 28, 29, 30 and July 10, 11, 13, 18, 19, and 20, 1950, 
at which dates representatives of Government, the newsprint industry, and 
other interested persons presented various views on the newsprint indus try. 
Volume B contains exhibits introduced during the hearings. 
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INTRODUCTION 


The Subcommittee on Study of Monopoly Power in the 18 months 
of its existence has made considerable progress toward understanding 
the problems and discovering some practical remedies to fulfill the 
often thwarted purposes of the framers of the antitrust laws 

As a legislative subcommittee our primary goal is the practical one 
of evolving laws where laws are needed. Qur recommendations are, 
and will continue to be, evidenced mainly in the form of bills which 
our members elect to report As we have proceeded in our tasks we 
have produced certain legislation designed to correct particular prob- 
lems which our investigations have disclosed 

The subcommittee reported favorably to the full Committee on the 
Judiciary a bill which increased the criminal penalties of the Sherman 


Act from a maxunum of $5,000 to a maximum of $50,000 This 
measure was reported to the House * where it was passed unde 
suspension of the rules on June 5, 1950 At this writing this bill 


| 
again offered in the 82d Cong. as H. R. 2401 has been reported favor- 
ably by our subcommittee to the House Judiciary Committee 
H. R. 8763, another bill recommended by the subcommittee, was 
approved by the Committee on the Judiciary * and passed the House 
under suspension of the rules on July 17 of last vear. This bill was 
not highly controversial and was introduced in order to provide 1Ol 
that highly clamored for clarification and uniformity mn certain areas 
of the antitrust framework It has been reoffered in the S2d Cone, 
as H. R. 3408 


The first major aim of this bill was to amend section 4 of the Cla 
ton Act so that the Government of the United States could sue \ S 
proprietary capacity to recover actual damages suffered b t through 


ation of the antitrust laws 


VIO 
' 


Another section ol thre bill establishes 2 uniform statute of limita 


tiohs 6 Vears inh leneth and applicable Lo roth 1) ite aha | hited 
States damage suits resulting from violations of the antitrust iInws, 
Not only did it appeal anomalous to the subcommittee hat a oht 
of action bestowed by Kederal Statute should hye vyoverned, as it is 
today by thr lumitation statutes of the various State s, but there 


seemed to be a serious defeet in a law whereby substantial rights were 
left to the hazard of statutes of repose ranging from 1 to 20 vears in 
duration, 

The final provision ol H. R S703 tolled thre statute of limitations in 
favor of the private suitor during the period in which the Government 
Was instituting its proprietary claim as authorized b 
of this measure discussed above 

One of the most interesting, as well as significant. aspects of the 


subeommittee’s activities during its crowth and deve opment wmto 


v the first section 


hea (¢ r Ant Act. Put | ‘ & Qher ¢ 
7H. R 27, 8 ( 

H. Rept. 1906, SIst ¢ 
‘H ( 











VI INTRODUCTION 


one of the important facets in the world of antitrust was its economic 
investigations, first of steel ° and then of newsprint. 

There is generally a tendency during an emergency program to 
forget about the consequences of monopoly power and to toss in the 
antitrust sponge. This attitude should be deplored because the 
preservation of the over-all principles of the antitrust laws are in no 
way inconsistent with the objectives of an industrial mobilization 
program. Iam sure that it was in this belief that the President issued 
his directive of September 29, 1950, calling upon the defense agencies 
in charge of mobilization to eliminate, insofar as possible, ‘‘any factors 
which may tend to suppress competition unduly, create or strengthen 
monopolies, injure small business, or otherwise promote undue con- 
centration of economic power.’”’ Maximum and efficient production 
for mobilization must be our goal but monopoly must not be allowed 
to impede such goal. It must not be permitted to stifle independent 
enterprise which is eager to contribute to all-out production. It 
must not be allowed to mulct taxpayers through monopoly profits 
which add to the cost of mobilization economy. It must not be 
allowed to utilize Government controls as a sanction for perpetuating 
old discriminatory practices. It must not be allowed to thrive and 
grow under Government auspices when there are others who can 
perform necessary functions with equal facility. 

A report submitted by the Secretary of Commerce in December of 
1949 indicates that, in 46 major industries studied, 4 companies have 
already garnered more than 75 percent of the output. In 104 addi- 
tional industries, 4 companies account for between 50 and 75 percent 
of total output.’ As of 1946, one-tenth of 1 percent of the total num- 
ber of American corporations own 49 percent of the assets of all 
American corporations, while 2 percent of the number own 78 percent 
of the total assets.* 

World War II was marked in the Halls of Congress by the rise of 
several committees of investigatorial character, such as the Truman, 
Bone, and Kilgore committees, which played significant roles in keep- 
ing the spotlight on many abuses of a monopolistic nature accom- 
panying the industrial mobilization for World War II, thereby acting 
as a healthful if not totally effective deterrent to many excesses. On 
the advent of the current defense effort, with the Nation once more 
girding itself for all-out mobilization, this subcommittee foresaw the 
necessity for effecting a change in its program away from that which it 
had planned and in the direction of conducting studies and investiga- 
tions to prevent the bringing about of an untoward increase in con- 
centration of economic power by the vast spending program launched 
by the Government. Here is an opportunity which could be used to 
increase competition in the basic industries by the simple process of 
bringing in additional producers of proven responsibility. We feel 
that a very essential and effective job can and must be done to avoid a 
repetition of many of the abuses of the recent war years. 

Once more embarked upon a program of industrial mobilization, 
perhaps this time the Nation will be able to prevent the concomitant 





5 Hearings, Subcommittee on Study of Monopoly Power, Sist cone , 2d sess., Serial 14, Pts. 4-A and 4-B. 

6 Hearings, Subcommittee on Study of Monopoly Power, 81st Cong., 2d sé Serial 14, Pts. 6-A and 6-B. 

7 Report, December 1, 1949, Department of Commerce, printe i i irings, Subcommittee on Study 
of Monopoly Power, 81st Cong., Ist sess., serial 14, pt. 2 B, p. 1436 


#S. Rept. 1775, 81st Cong., 2d sess, (1950), p. 3. 
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growth of economic concentration which has in the past been a con- 
stant and faithful handmaiden of American military endeavor. 

Between 1940 and 1947, for example, some 2,500 formerly inde- 
pendent manufacturing and mining companies ceased existence as a 
consequence of merger or acquisition.’ Over 70 percent of the total 
number of firms merged or acquired during this period were absorbed 
by the large corporations which had assets of $5,000,000 or more.’® 
A repetition of this phenomenon might well see the battle won but 
the victory lost. We must preserve our way of life. It will require 
vigilance in the next 10 or 20 years to prevent the American way of 
life from being lost by default. 

This growth of the concentration of economic power despite the 
legislative barricades of the Sherman Act, the Clayton Act, and other 
antitrust measures has to a large extent been augmented by Govern- 
ment action during periods of emergency under the guise and cloak 
of the defense necessities. The committee report on aluminum based 
on the testimony in this record unmasks this disguise."! 

The long list of witnesses includes Government officials, legislators, 
and the three dominant leaders of the industry as well as fabricators 
and small business representatives and economists. 

The subcommittee held these hearings in the belief that it would 
make a worth-while contribution not only to the strengthening of our 
national defense but also to the preservation of the free competitive 
enterprise which has made America strong. 

The subcommittee has under consideration further hearings dealing 
with the impact of present procurement and expansion policies and 
procedures of the Federal Government on the concentration of eco- 
nomic power. The subcommittee feels that it can best serve the free 
competitive enterprise system by minimizing the growth of monopoly 
power during this emergency period. 


°H. Rept. 1191, 8ist Cong., 2d sess. (March 13, 1949), p. 2 
Hearings, Subcommittee on Study of Monopoly P Sist ( , Ist erial 14, Pt. 1, p. 21¢ 
H. Rept. 255, Aluminum, 82d Con Ist se Mar 
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719,000 tons per year; 1943 production was 920,000 tons. Some wartime plants 
were badly located (p. 62). Two plants built during the war at River Bank 
Calif., near Los Angeles, Calif., and Burlington, N. J., were uneconomical and 
could not survive in normal times. 

Witness attributed this poor selection of plant sites to influence brought o 
War Production Board by representatives of big aluminum producers who wanted 
to avoid postwar competition (p. 63). Witness cited other instances of ur 
economical Government construction during war; that is, steel plant in Uta! 
and chrome plant in Montana (p. 64). Postwar efforts to wreck manganess 
plant in Montana were defeated (p. 64). Wartime aluminum plants at River 
bank and Los Angeles were uneconomical because of inadequate power facilities 
Cheap power is most important factor in economical aluminum productio1 
Northwest United States and TVA has cheap power (p. 65). Missouri Valley 
could be developed into another TVA and bring industry to that section (p. 65 
No new net additional aluminum production capacity has been developed sinc 
World War II ended. Alcoa plant in Texas did not offset retired tonnage ca 
pacity elsewhere (p. 66). tapid increase of postwar civilian demand for alun 
num. Big Three producers prevailed upon Government to sell its stockpile ot 
375,000,000 pounds. Independent fabricators unable to get enough. Gover 
ment failed to stockpile aluminum in postwar oversupply period. 

Private electric-power industry has not made available sufficient low-cost pow 
and tried to block development of public power projects (pp. 66-67). Manganes: 
and chrome would have been important industries in Montana had the Hungry 
Horse Dam project not been stopped in 1933 by private power interests. 

Mr. McCulloch stated his belief that United States facilities were building 
generating equipment at maximum capacity since 1940. Witness replied if this 
was so then such facilities should be expanded. Cited steel industry as one whic! 
refused to expand properly (p. 68). Present plans for meeting aluminum re- 
quirements contemplate Government purchase contracts for aluminum, guarante 
of private loans to construct facilities, and accelerated amortization. This con 
trasts with World War II when Government built plants at its own expense which 
were operated by private operators and eventually sold to private industry at a 


fraction of original cost. About 500,000 tons of additional aluminum eapacit 
has been allocated at present to six separate aluminum producers. Interior De- 
partment assures adequate potential supply of electric power. 


Domestic production can be ready sooner than Canadian production (p. 69 
On December 16, 1950, Secretary of Commerce announced that discussion wou 
be had with Canada on question of purchase of Canadian aluminum (p. 70 
Certain Government officials favor dealing with Canada (p. 70). Witm 


favors domestie production instead of Canadian expansion. Shipshaw develop 
ment of World War II in Canada was financed by a prepayment of $68,500,000 
by the United States to Alean. In subsidizing foreign industry, we lose tax em- 
ployment benefits. War Production Board fathered the Shipshaw deal (pp. 70 
71 Reynolds Metals got financial help from RFC to enter aluminum produ 
tion field at that time Chairman quoted newspaper report of December 16, 
1950, that Canada would get 1,000,000 tons of American steel to build 1 
Canadian aluminum plants (p. 72). Witness related proposal made by Alcan to 
sell United States 1,000,000,000 pounds of aluminum at current prices with di 
liveries to start in 1953 and major deliveries in 1954 and 1955 at rate of 400,000,000 
pounds per year. All of Canada’s aluminum present production is committed to 
the United Kingdom and elsewhere. The United States has received only small 
amounts from Canada in recent times (p. 73). Chairman stated that in 1950, 
Alean sold 11,000,000 pounds of aluminum to Poland, Czechoslovakia, and other 


Communist countries Pp. 40 

Mr. Keating expressed concern over Alean policy which permitted sale or 
of aluminum to Russian satellite countries rather than to the United States 
(p. 74 . 

Witness stated that Alcan proposal to sell the United States large quantits 
requires construction of entirely new production facility and power plants i: 
British Columbia near Prince Rupert, about 100 miles from Alaska. It involves 
building of a city in the wilderness, diverting waters from a great distance, 
digging tunnel under mountains, shipping bauxite from distant British Guiana 
erection of an alumina plant of 1,200,000-ton capacity, and an aluminum reduce 
tion plant of 600,000-ton capacity (p. 74). Cost estimated at $600,000,000. 
Alcan proposes a contract for United States purchase of $160,000,000 of aluminum 
for future delivery. This would enable Alcan to finance the construction. Con 
struction would require United States priorities for scarce construction equip 
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ment, steel, copper, electrical equipment, plus skilled and unskilled labor. Most 
f these would come from United States (p. 75). 

Witness discussed Shipshaw project of World War II, of which the Truman 
ommittee said that its requirements for priority assistance from the United 
States resulted in a curtailment of many public power projects in the United States 
p. 75). Witness felt that any augmentation of Canadian capacity at this 
ime would result in a failure to develop cheap electric power in the United States, 
vould hinder domestic competition in the industry, and would deliver aluminum 
for defense needs at too late a date. 

In 1941, the United States gave a purchase order to Alcan for 1.3 billion pounds 
f aluminum, then advanced $68,500,000 to Alcan as capital to pay for its plant- 
expansion program. We paid 18.1 cents a pound for aluminum when aluminum 
vas selling in the United States at 15 cents per pound. Alean made $40,000,000 
mn the profit alone of excessive cost of aluminum to the United States. We lost 
$35,000,000 more in taxes. In addition, granting of priorities and allocations to 
Shipshaw deprived the United States of equipment for hydroelcetric development 
n the United States (pp. 55-56). 

Ickes stated in 1945, that Shipshaw deal was a mistake and that during World 
War II additional aluminum capacity should have been built in this country 
along with additional hydroelectric expansion (p. 78). In 1945, a WPB official 
ypposed public power in the Pacific Northwest because he did not like the pro- 
visions of the Bonneville Act regarding prevention of monopolization by private 
groups (p. 78). Witness urged subcommittee to request Secretary of Interior 
to report to subcommittee, through Defense Power Administration, additional 
new power required for aluminum expansion in the United States. Power 
xpansion is a necessary prerequisite to aluminum expansion (p. 79 
Witness also urged that 500,000 tons of additional expansion be contracted to 
existing and new American producers; that there be six or more primary metal 
producers in the field; that a contract with Alcan be prevented unless it appears 
that our total United States requirements cannot be met more rapidly and eco- 
nomically by domestic expansion: critical materials be not allocated for Canadian 
construction; that the State Department and ECA he cautioned by the sub- 
agreements to exchange steel or other critical 
in watching 


committee against entering into anv 
materials for Canadian aluminum; that the subcommittee be vigilant 
the aluminum expansion situation so as to prevent further increases in 
in that field (p. 79 

Domestic aluminum comMy anies can produce aluminum more q 
be produced by the proposed plant in British Columbia (p. 80 

The proposed site in British Columbia is vulnerable from a standpoint of an 
attack (p. 80). Plants in the United States Pacific Northwest are more 


uickly than could 


enemy 
easily defended, according to Department of Defense 

The Government will not necessarily have to build the aluminum plants itself 
as during World War II in order to build more rapidly, more economically, and 
vith preater national security than in Canada. Government should not ad- 
vance the money to construct aluminum plants but should guarantee loans for 
the cost of construction, and should commit itself to buying the aluminum output 
at market price (p. 82). Supplies of domestic bauxite are limited. Quantities 
are imported from the Guianas in South America and from Indonesia (p. 82 
Alcoa sells bauxite to Reynolds and Kaiser. fteynolds and Kaiser will bave to 
develop their own sources of bauxite. Canada has no bauxite (p. 83 

The witness did not believe that preventing the consummation of a contract 


hetween the United States and Alcan would have anv important effects on inter- 
national trade or dollar exchange between the United States and Canada (p. 83). 


rESTIMONY OF D, L. MARLETT, ACTING DEFENSE ELECTRIC POWER ADMINISTRAT( R, 
DEFENSE ELECTRIC POWER ADMINISTRATION, DEPARTMENT OF INTERIOR 


Defense Electric Power Administration is responsible for showing that adequate 
power supplies are available for defense-production program and essential civilian 
activitv; participated with Defense Metals Administrator and Secretary of 
Interior in certifying need for expansion of the aluminum-production facilities 
and plan for power supply involved. Defense Electric Power Administration is 
claimant agency for NPA for critical materials and equipment required for power 
supply facilities and for special assistance in form of priorities, allocations, etc 

Bonneville Power Administration supplies power for about half of the primary 
aluminum production in the United States, and has turned down requests of three 
aluminum companies in that area during past 4 years for additional power needed 
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for expansion In 1946, under anti-monopoly clause of the Bonneville Act of 
1947, they prov ided power to competitors of Aleoa 
Estimated aluminum production in the United States in 1950 is 719,000 tor 

(p. 85). Table of aluminum production in 1950, by company and plant, sub- 
mitted in record (p. 86 \ total supply of 1,161,000 tor of aluminum wa 
available in 1950, including 719,000 tons domestic production, net imports « 

185,000 tons, and scrap of 257,000 tons, Requirements exceeded supply (p. 86 

Table of supply and requirements of aluminum for 1951-53 in record (p. 86 


All but 10,000 tons of net imports in 1950 came from Canada; 111,000 tons ar 








scheduled for importation from Canada in 1951 (p. 87 Anticipated annua 
over-all shortage in the United States is 245,000 tons despite an increased supp 


First cut-back for civilian use was 85 percent in January to 75 percent in Febr 





arv and 55 percent 1 March. Because of certain revisio average ( 
back will be about 25 percent. The anticipated supply figures for 1951, ine 
an additior f 446,000 tons of capacity now being programed lotal supply f 
1953. including the expansion program will be about 836,000 tons; 1953 requir 
m figures not available because of current reappraisal by the n ir bi 
presently include military requirements estimated through first half of 1952, | 
military is reappraising them Requirements for next 1S months are kely 
be increased p. 87 By the middle of 1952, the over-all shortage will be ov 
600,000 tons and will grow worse each period thereafter (p. 88 Of the 1,000,000 
ton expansion established as goal by Svmington in October 1950, 446,000 
have been presently allocated to domestic prod icers (p. SY 

rhe primary aluminum industry in the United States now uses | millior 
Watts of electric powell An expansion program of 1 million tor of alun 
would require 2 million additional kilowatts (p. 90 
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16 months from authorization (p. 95). Producers were told to exercise own 


itiative in locating power sources for first 446,000 tons additional capacity. 
Power facilities using gas engines or steam plants using coal afford power costing 
between 3.8 and 4.3 mills. Steam plant facilities would take 24 to 30 months to 
iild p 96). Temporary high-cost power facilities could be used by new 
iluminum plants pending completion of steam plants (p. 96 
Chairman quoted letter from Secretary of the Interior, dated January 9, 195] 
iting that it would be possible to provide power in the United State SOOnCT 
a at British Columbia project for substantial Quantities of ¢ minut | i 
er, Cost of development of project in Venezuela would I. es thar n Py 
lumbia (p. 96 Letter from Interior Department listed pending power 
pments in the [ ited States, indicating date avanlablk le tt cay 
ind tons of aluminum made possible (p. 97 It shows that within 2's vears 
igh power could be obteined in the United States to produce 167,000 tons of 
mu im annuallv, and within 5 veers enough for 288,000 tor of 
97 
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construction of power facilities—hydro, steam, or gas. Defense Minerals Ad- 
ministration should program construction of aluminum plants and secure critical 
materials and equipment (pp. 107-108). Secretary of Interior wants the pic- 
ture of requirements clarified before determining how far the Government should 
go in assisting new producers. One of the conditions of the GSA contracts wit! 
new producers is that output will be purchased by the Government (p. 109) 


Tuespay, JANUARY 23, 1951 


TESTIMONY OF RICHARD REYNOLDS, JR., PRESIDENT, REYNOLDS METALS CO., 
RICHMOND, VA. 


Reynolds Metals commenced the manufacture of aluminum foil in 1926, and 
later entered the aluminum sheet and rod business. On May 18, 1941, it began t 


produce primary aluminum (p. 111). It was financed by an RFC loan but did 
not have long-term firm orders from the Government for output as did Alcea 
(p. 112). Price of aluminum was declining during the period of arrangement for 
the loan and thereafter. While Alean was getting 18 cents per pound, Reynold 
was getting 14 cents per pound (p. 112). Competition by Reynolds forced pric 
down. ‘Today’s price of 18 cents is under that of 1939, while the prices of other 
metals have increased up to 100 percent). Rapid amortization allowances during 
World War II were responsible in some degree to Reynolds ability to operat: 
at a profit (p. 113). Reynolds’ plants in Alabama, Arkansas, and California 
used TVA power, natural-gas power, and Bonneville power, respectively. They 
will build a new plant in Texas using natural gas (p. 113). Described power 
facilities for Arkansas plant. A Diesel-engine plant, based on natural gas, is 


quickest type of power to get into operation (p. 113). Reynolds went into the 
primary aluminum-production business because its supplies from abroad were 
cut off and Alcoa did not supply enough (p. 114). 

Building new domestic aluminum capacity in this country at this time would 
help independent fabricators because the Government will require that a propor- 


tion of output be made available to independent fabricators (p. 114). Reynolds 
has a 15-year supply of bauxite in Arkansas and a much larger reserve in Jamaica 
and Haiti (p. 115). Any new producer of aluminum, lacking independent sources 
of bauxite, is not truly independent. Kaiser also has bauxite in Jamaica but has 
been getting bauxite from Aleoa up until now (p. 115). Reynolds has offered 


Apex a supply of alumina for a period of years, and would make a similar offer to 
other independents if requested (p. 115). Demand for aluminum will continu 


to increase 


Described s us of RFC loans to Reynolds. Still owes $29,200,000 at 4 percent 
interest. ‘I hi: is Was contrasted to Shipshaw project, which netted the United State 
little in the way of returns (pp. 116-117). Alcan shipped a quantity of aluminum 
to Russian satellite countries in 1950 (pp. 117-118). If Shipshaw project had 
been built in the United States we would not only have control now but would 
also have been collecting taxes (p. 118). United States loans to Alcan carried 
3 percent interest. The extent to which the United States guarantees payment 
of a private loan to an aluminum producer controls the rate of interest charged 
by the Government (p. 118). It is impossible for a producer to get a privat 
loan unless the Government commits itself to a long-term purchase contract (p 
110 Reynolds letter of intent from GSA guarantees the Government entire 
output for 5 years with right of cancellation by Government after 2'% years (pp 
11%). Reynolds’ production of primary aluminum rose from 57,500 tons in 1942 


to 216,500 tons in 1950. New capacity now being installed will increase total t 
250,000 tons by July 1951 and to 325,000 tons in 1952 (p. 127 

lhree United States producers are producing 750,000 tons per year now as 
compared with 163,000 tons in 1939. Civilian demand for aluminum met supply 
by July 1950. Then military demand plus stockpile requirements created serious 
shortage (p. 128). Up until then only bauxite was stockpiled. In 1950, Reynolds 
— into production an extra 36,000 tons of producing capacity in Arkansas 
ani iets hased from Government idle equipment with capacity of 27,000 tons for 
instal on in Arkansas and Oregon plants (p. 128). Government also sold idl 
oenleianed with capacity of 77,500 tons to Kaiser, Apex, and Harvey. On July 
14, 1950, Reynolds offered Symington an expansion of 150,000 tons on basis of 
years’ Government purchase contract. On August 4, 1950, Government asked 
United States producers how much aluminum they could supply for stockpile 





Producers unable to learn from Munitions Board what stockpile and military needs 
will be beyond June 1, 1951 (p. 128). Munitions Board then said no e xpansiol 


‘ lad ’ ( } " ° 
was needed (p. 129 Phe Aluminum-Magnesium Advisory Committee counst 
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Munitions Board on light metals problems (p. 129). Munitions Board pays no 
attention to advice of Advisory Committee for increased capacity. On August 
14. 1950, Reynolds offered to supply 20,000 tons of aluminum annually, beginning 
February 1951, for stockpile on basis of 2-year Government-purchase contracts 
n. 130). a 

Che Primary Aluminum Producers Conference is an Industry Advisory Com- 

ttee serving NPA and it has not been called in session but once since its forma- 
tion. This was an organization meeting in September 1950 (p. 131). Nothing 

iaterialized from the August 18, 1950, offer by Reynolds to the Munitions 
Board. Aluminum stockpiling was discussed at the August 18, 1950, meeting of 
he Industry Advisory Committee to the Munitions Board. The committee 
nanimously recommended United States expansion plus short-term Canadian 

nports until domestic expansion was in production (p. 131). At August 18, 
1950, meeting of committee, Reynolds’ motion that the committee be consulted 
fore Government expansion of primary aluminum-producing facilities in the 
l'nited States or Canada was defeated by votes of Alcoa representatives and som¢ 
fabricators (p. 132). Reynolds believes that the reason for opposition of Alcoa 
ind certain fabricators was that they did not want to jeopardize their supply of 
dluminum ingot from Alean. On August 23, 1950, Reynolds wired Munitions 
Board and GSA asking for opportunity to negotiate on the same terms as offered 

\lean. Details of Alean’s proposal became known on August 25: 220,000 tons, 
vith delivery over 3-vear period, at a price of over $75,000,000. On August 30, 
Revnolds urged Munitions Board to promote United States expansion for com- 
petitive reasons as well as security reasons (p. 133). 

On October 5, 1950, Symington held meeting of United States producers and 
Government officials. Symington asked them to submit proposals for a million 
tons of aluminum capaeity expansion in the United States in two equal phases, 
Proposals submitted by October 16. On November 24, Reynolds reached agree- 
ment with GSA for 100,000 tons’ expansion instead of 150,000 tons proposed 
October 16; 25,000 tons’ expansion is under way at Jones Mills plant in Arkansas, 
and production there is expected by July 1951. The other 75,000 tons will be 
at a new plant in Texas, which is expected to be in operation in from 12 to 18 
months (pp. 133-134). 

GSA cut down the October 16 proposal of domestic producers proportionately 
because of shortage of money. Reynolds has not as vet been requested to par- 
ticipate in the second phase of Symington’s original 1,000,000-ton-expansion 


} f 


proposal, 
Press announcements on December 15 and 16, 1950, indicated that discussions 
had been reopened on the sale of Canadian aluminum to the United States Gov- 


ernment. Alcan aluminum commitments to Great Britain through 1953 conflict 
with Alean’s statement of October 1951 that it was unable to supply United States 
aluminum requirements (pp. 134 135 It was indicated that anv large scale 


offer of Canadian aluminum to the United States would depend on development 
of Alean’s proposed British Columbia project (p. 135). The Canadian promises 
of World War II that Shipshaw output would always be ready for defense of the 
United States have not been lived up to (p. 135). 

Aluminum imports from Europe are at high prices and small quantities United 
States fabricating facilities exceed our supply of aluminum metal (p. 135 

Alcan’s British Columbia project calls for power development of 1,600,000 


horsepower and aluminum-producing facilities of 550,000 tons a vear at a 
of SHOD0.000.000 Accelerated construction time would he 5 years. W itness pro- 
vided further details of construction. 

Domestic aluminum capacity could be expanded in much shorter time than 


British Columbia project with greater security (pp. 136-137). Cost of United 
States expansion would be less than Canadian expansion. Expansion of power 
facilities by using natural gas and coal is cheaper and quicker than hydroelectric 
expansion Power produced by use of coal is more expensive than hvdro power 
or natural-gas power, but it would still be competitive (p. 137). Large-scale 
development of hydroelectric power is not a necessary precedent to aluminum 
expansion, but is desirable since electric power is the cheapest Reynolds has 


20-vear contract for natural gas in the South (p. 138). 

suilding additional generating capacity in this country makes it available for 
uses other than for aluminum production. From a military-security standpoint, 
it is advantageous to have a widely scattered grid of power facilities for diversion 
purposes in case of attack. We should avail ourselves of power from whatever 
source—coal, gas, oil, or hvdro (p. 139). Increased use of coal for power pur- 
poses would be advantageous to the coal industry. Power plants can be set on 
top of coal mines and avoid transportation problem (p. 139 
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Revnolds did not know which Government official had been pressing for the P 
Canadian development, but has read the names of Secretary of Commerce | 
Genera! Harrison, and Dr. Boyd in newspaper articles. Canadian proposal is 
very secret (p. 153). sritish Columbia project would produce aluminum in 
over 3 vears, which is too lat Our needs are for 1951 and 1952. At the same 


time, the British Columbia project would deplete the United States of supplic 
of critical materials for construction purposes (pp. 153-154 British Columbia 
project would be too concentrated and a prime target for enemy attack. Domes- 
tic plants, because of their scattered locations, are less vulnerable to attack 





Revnolds sé ted proposed new plant sites subject to approval of Department 
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mi} s. It is cheaper to ship alumina to a coal field for reduction into alun 
I O =n] OA oO alumina plants 
Infor il i AU e deposits in Mane ria 1 ¢ i ivaila 
but there are good dep in the East Indies and in India (p. 156). There a 
ver 20 ) re er na e na iM mined 
Xn " ‘ le i! er mall rela re ! abo 0 
( bU t \ 1 Is ide | tie ica va { purit I 
4 nha | ICA i THIN niite ( me furnace 
} ) il )) 157 
ba t ) Ip] 1 aimo (HOO) rrinle br ( i 
i R old i on in 1 we 1move a 1.250 I ! 
j br h Cotumt 1 Ww ( i I { bya 
Sta water to fabrica 
| ’ , ) ) ¢ | h (' ' 1 aS proposed 1 ] 
I i i i I pDinnt ‘ i ~f oO ot 
’ - © ] T ! eT i! 7 T Mm) | { I i! | t I 
| { T i ) ‘ ! i ere \ { 
f rd r defe purpo Air prot 
Sta i 1 ) r pre Canadian pla 
p 7-158 I ! ‘ r because i of | i 
( ( ( } i \ j i ; 
’ " , (‘9 ' 
i i I ) ( ~ 15S 
( ( ( \lea Lica i i i 
‘ ] | 1947 \ i I if 
i i I , ! 
{ | “ta ’ yo) ~ 
( | = i i { 4 i 
| ~ ray i rye ‘ ’ 
, , Alea as |e Da fal 
ia ‘ i i 
' : 3 ; | 
OXI d ( iia , u 
~ iN | sa . \I | ‘ 
000 000 ol ’ eeds a | , 
j , record be ‘ Harr 
i ¢ Capa ‘ al 1 ( anad 
{) ~{) h ii ‘ ( i 7 " 
Sta ! led R olds fer » doul 
i re ) j ec l (10 r? 
I uy wwe order 171 | ur 
! ) C10 Tre t ira ' i 
. 1 I i I G30 ! ral heofor 
ined 17 [loo h red tay Ge 
i In pa y 4 i! ev solid 7 il i 
r “—.) 
I LiUTTI pre ( i ( | 
r fabr i Y CADACIT\N 3 7 ray " of eir prod 
( Dre lale, Ore vlut 1 and alu m p 
‘ f | pp ir ow heet it MeCool i 
bo nat a ! ! i! tavatabtk » Independe 
fabrica t fabrica subsidiar p. 172 l'a I 
1 { Oo! i ny ce s 1943-49 ( 




















STUDY OF MONOPOLY POWER y 


tons, showing a 3-percent decline of total world production in 1949 (p. 173 
Review of production figures in various foreign countries inserted in record 


(pp. 174 175 


TESTIMONY OF IRVING GUMREL, SPECIAI ASSISTANT TO THI ADMINISTRATOR, 
GENERAL SERVICES ADMINISTRATION 


Described steps taken by GSA in connection with program for expansion of 
aluminum production under Defense Production Act of 1950 (pp. 176-177 Hi 
activities are ministerial In case of stockpiling he receives directio: trom 
Munitions Board as to what materials to stockpile and then negotiates contract 


T procurement When procurement mvelives development or new ource ! 
presents unusual mining problems, he obtains assistance of Bureau of Mi 
p. 177 


rESTIMONY OF JESS LARSON, ADMINISTRATOR, GENERAL SERVIC! DMINISTRATION 


Under Defense Production Act of 1950, he is responsible for purchase of 1 ra 
and metals for Government use or retail, upon certification b Departmer 

Interior (p. 177 NSRB approval is required where use of Defense Pri 
ction Act funds is involved or where accelerated tax amortizatior requested 
Defense Produe on Administratior Is scheduled 1O take Over I ( ol ol NSRB 





p. 177). Munitions Board gave him large stockpile objectives and NSRB a 
Department of the Interior indicated that existing facilitic ere nadequat 
Two means for immediate increase in supply of aluminum ar . ripe 
and reactivation of idle United States faciliti 

On August 21, 1950, Alean offered Munitions Board 200,000 metric tons of 
aluminum for delivery in 1951-52-53, at 16', cents per pound ibject to price 
revision This price was in excess of price then being charged to private America 
coneerns (p. 178 Price differential attributed to the fact that contract wit 
United States for stockpiling would require construction of additional facilitic 
p. 178 Munitions Board submitted Alean offer to NSRB lid Lec 
because of small amount provided for de rv in 1951 and 10952 

Witness was requested to negotiate with Canada for immediate delivers 
He and Dr. Bovd, of Bureau of Mines, discussed matter wit Alean officia 
Montrea p. 179 Thev decided to contract with Alcan « f «ke eri 
100,000 tons could be made in 1951 and 1952 Alcan advised that deal wa 
because the amount previously offered had since been committed to e | i 
Kingdom. fficia aid no vi o La l f | 1 Sta 
Cr rnin i n financing expa ( of Ca lia i ( i9 

Wit 7 no GIisSCUussloO W (4 ida rfTic { s 

l tnce 1 Du 11 of Br hn Co mpi proyje St) | 1 WW 

ela id requested Alea to en offers t | 1 Sta i 
Col { h needs of [ ted Kingd p. LSO 

| ! re 1dvisable for the | ad State ta ¢ pa j ik u i 
foreign faciitye Iniess the latter wo {produce alumi ’ ISO) 
GSA is purchasing agent for the Government Another agene ake I ( 
and GSA implemer t (p. IS] GSA would have |} ) ed | 
Government officials if discussion of British Columbia project had reached sta 
of procurement (GSA was not consulted Larson had ) per rial | cig 
of Howe's sit with Secretary of Con ree p. IS] Ar 
between the United States and Canada to pool produc capa ( 
defense purposes This would provide justification for conversations betwes 
Canadian and American officials on subjeet of alun im produetior I his is 
Economic Cooperation Pact of October 26, 1°50 (p. 182 

Kurope is unable to ship to the United States any substantial quantities f 
AlUMIMIn Negotiations are pending fo obtain aluminum for stockpile trom o 
of occupied countries in Europe (p. 182 

No knowk lee concerning proposal to exchange ste for Canadian a 

p. ISS GSA would be custodian of a aluminum brought »> the I 1 
States pursuant to such a contractual arrangement with Canada (p. 182 GSA 
Is custodian of United States stockpile of alumi Drou ‘ e | 1 
States pur int to ch a contractual arrangeme! \ Canad p. IS2 GSA 

custodian of United State ockplle of aluminum and the pre it ‘ fires 
Llioecatio of materia irom stoc pile Ne slum na Tpere re wed ITrolr tT 
stockp ist 5 veat Under Surplus Disposal Act of 1944, cer ter ; 
oc of alut im were id » fabricator mn 14 ( 
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Witness will supplv details of disposition of termination inventories of aluminur 


in 1946. He has had no other negotiations with Alean nor does he know of ot} 


official Government negotiations with Alean. He negotiated with Aleoa for r 


activation of plants at Badin, N. C., and Massena, N. Y. (p. 184); contract 
with Aleoa on November 21, 1950, for reactivation of these new facilities, w 
Government loaning $6,000,000, at 4 percent interest Power cost of thes 
sites is higher than average in Pacific Northwest. These two plants will provi 
55.000 to 
All of this is committed to stockpile or defense needs 

On October 1950, Symington held meeting with producers and Governme 
officials for 1,000,000-ton expansion and requested domestic companies to presi 
proposals to GSA and Defense Minerals Administration in Department of t 
Interior QD 185). GSA and Defense Minerals Administration werk clo 





’ 


ogether. GSA was not responsible for curtailing offer made by Reynolds 
150,000 to 100,000 tons. There is difference of opinion amongst officials as to w] 
requirements will be Requirements known at this time will not justify 
further expansion in aluminum industry (p. 185 The only reason that a « 
tract Wit! \lean wou d be cor sider d would be to fill current re quirements I 
1951 and 1952 until domestie facilities can be put into operation (p. 187). | 


responsibility of Defense Minerals to expand industry to meet requir-mer 


is of aluminum in 1951 and 79,000 tons per year thereafter p. ISS 


l’efense Minerals Administration makes known these requirements to Secretar 


of Interior (p. 187). Proposals of October 16, 1950, made by domestic produc: 
for increased capacity, were cut down not through lack of funds but through lac 
of official statement of requirements (p. 188 

Despite fact that there are no official requirements known beyond 500,000 to: 
additional capacity, witness personally believes in need for further expansi: 
He is anticipating certification of increase in requirements (p. 188). GSA hs 


apprised Department of the Interior as to Military requirements which woul 
justify certification through GSA. Symington felt that expansion plan shou 
provide for minimum advance payments by Government, minimum obligatior 





to purchase, minimum guaranty by Government for financing, cancellation pr 

sions for Government with elimination of any profit by producers in event « 

cancellation, and restriction to reasonable profit (p. 189). Government officia 
} 


in agreement that expansion is sorely needed; that present producers should be: 
major burden of expansion; and that new producers, particularly Apex 
Harvey, should participate. Dr. Bovd, of Defense Minerals Administrati 
receives applications for participation by new producers (p. 190 

Letters of intent sent on December 19 to Aleoa, Reynolds, Kaiser, and Harv 
and on January 12 to Apex. Letters to Apex and Harvey have not been accepts 


but probably 1 He, \dditional canacity can be undertaken in following amour 
\leoa, 120,000 tons; Kais r, 100,000; Revnolds, 100,000; Harvey, 72.000: An 
44,000 Agreements run for 5 years’ maximum output. In case of three pres 
producers, contracts are cancelable by Government after 50 percent of metal 
been produced In ease of cancellation, Government is obligated to reimbur 
the producers for any loss on investment in expansion facilities (p. 191). Sma 


producers are given right of conditional cancellation and deliverv of plants 
Government with return of investments, 








Expansion in aay field connected with defense program should be made unde 
private financing arrangements so far as possible (p. 192). Discussion of Gi 
ernment program for guaranteeing loans. Insurance companies are interested 
making loans for aluminum expansion (pp. 192-193). If private financing 
impossible then Government must build with Federal funds (p. 193). Privat 
financing minimizes inflation (p. 193 Government is entitled to charge inter 


! 


for guaranteeing private loans in order to subsidize its losses (p. 194 


Cy 
War II Government-owned aluminum plants helned to create competitior 
aluminum industry and brought price down. Government agreements wit! 
producers for additional capacity require percentage of output to be made availabl 
on open market for independent fabricators (pp. 194-195). Harvey contra 
contains price clause requiring Harvey to charge no more for aluminum than the 
highest price of the three producers. This was included to prevent Governme 
from being charged extortionate prices (pp. 195-196 


no authority to officially commit the Government for expansion without directives 
from proper agencies according to law (p. 189). Munitions Board has not yet 


Ockpling requirements are not large (p. 194). Disposition of surplus World 


+ 
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STIMONY OF MAXWELL W. BALFOUR, VICE PRESIDENT, SPARTAN AIRCRAFT CO., 
TULSA, OKLA. 


Since November 1950, Spartan Aircraft Co. has been negotiating with Depart- 
nent of Interior, NSRB, and GSA for participation in Government’s program to 
pand aluminum-producing facilities. Spartan proposes construction and oper- 
mn of alumina, aluminum plants, rolling-mill facilities, and power plant based 


i 


on natural gas, and development of basic bauxite deposits. They propose a 
ree-pot line producing 54,000 tons of aluminum per year. They have a com- 
itment for supply of natural gas and can supply private financing with Govern- 

t loan guaranty. Spartan expects from Government a 5-vear purchase 


nmitment (p. 197 
Witness deseribed history of company. Has been pioneer user of aluminum in 


unufacture of planes and automobile trailers (p. 198 It has personnel skilled 
se of aluminum, It is largest manufacturer of house trailers in the United 
Siates Expansion has been accomplished without bencfit of Government aid 
199). It has large plane manufacturing and repair facilities It maintains 
aintenance facility for aircraft in Camden, N 
Location of aluminum-production facilities near Tulsa would satisfy military- 
irity requirements (p. 200). No specific experience in fabrication of alumi- 
m, production of alumina or mining of bauxite. Company is taking steps 
rrently to obtain necessary engineers and technical personne! skilled in construc- 
m and operation of primary aluminum facilities (p. 202). Company unable 
o secure supplies sufficient to keep plant in operation at present (p. 202). They 
can Offer price for aluminum competitive with other producers (p. 2038 Would 
depend upon other producers for supplies of bauxite (p. 2038 They are able to 


enter the second phase of aluminum expansion whenever certified by Dr. Boyd 
of Defense Minerals Administration (p, 205 


TuHurspay, JANUARY 25, 1951 


TESTIMONY OF HON. H. GRAHAM MORISON, CHIEF, ANTITRI r DIVISION, DEPARTMENT 
OF Jt rici AND LEONARD J EMMERGLICK, SPECIAI A ISTANT Té rroRNEY 
GENERAL, DEPARTMENT OF JUSTICE 


Described antitrust suit brought in 1937 against Alcoa Aluminum Co. of 
America) Aluminium Limited (Alted), and officers or directors of both companies 
Tried before Judge Caffey in southern district, New York. Trial lasted more than 
> vears (p. 208). Caffey dismissed complaint. Government appealed to supreme 


uurt, which lacked a quorum to hear case because of disqualification of four 
ustices. Legislation enacted constituting Second Circuit Court of Appeals as 
court of last resort to hear appeal. In March 1945 Judge Learned Hand reversed 
Judge Caffev, finding that Alcoa had monopolized aluminum-ingot market, 
practiced unlawful price squeeze in aluminum sheet, and that Alted had partie- 
ipated in international cartel to prevent United States import of aluminum. 


Alted is a holding company with operating subsidiaries throughout the world 


except in the United States (p. 208). Cartel restriction on United States importa- 
tion was designed to aid Alcoa, but court held that Alcoa was not chargeable with 
cartel despite the fact that 11 stockholders, members of Davis and Mellon families, 
personally owned majority of stock of both Alcoa and Alted. Alted organized in 
1928 to take over Alcoa’s world-wide properties outside of the United States and 
all of Alted’s stock was distributed to Alcoa shareholders Court held interlock- 
ing stockholding not sufficient to identify both corporations as one Alted enjoined 
from cartel participation but Government’s prayer that common stockholding be 
dissolved was denied. Court order Alcoa case returned to district court to 
determine relief needed after disposition of Government-owned aluminum plants, 
then leased to Aleoa (p. 208). 

In August 1945, RFC gave Alcoa 60-day notice of lease termination. Surplus 
Property Board proposal for disposal of Government aluminum plants approved 
by Congress and executed later by War Assets Administration. Reynolds and 
Kaiser leased, then purchased, substantial group of Government—owned plants. 
Each became highly integrated producers and manufacturers. Reynolds and 


Kaiser consume most of their own aluminum production (p. 209 Aleoa con- 
tinued to be principal supplier of primary aluminum to nonintegrated independent 
fabricators, supplying about 80 percent of domestic demand teynolds testified 


he sells 6 percent of primary metals to nonintegrated fabricators and balance 
either goes to Government or used by Reynolds. Kaiser sells about 2 percent 
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of output to independent nonintegrated fabricators (p. 209 Independer ha 
fabricators must rely on Alcoa (p. 209 
Justice wants to insure that portion of output from expanded capacity be con . 


mitted to nonintegrated fabricators. Important that labor forces in plants 
nonintegrated fabricators be held together during current shortage (p. 210 
Does not know whether foreign members of aluminum cartel have received ECA 
money Alted maintains United States office (p. 211 Aluminum, with « ; 
three domestic producers, is most concentrated of any important United State 
industry 
Without some form of Government help, new producers cannot except to enter 
the industry Primary object of WAA in disposing of Government aluminur 
plants was promotion of competition and not recapture of investment Tern 
for sales to Reynolds and Kaiser so favorable that new producers cannot compet: 
1 construction and power costs (p. 211 \icoa | 


has large advatr 





at current high 

tages in favorable water-power sites and long-term, low-rate power cor 

Justice Department thought divestiture of Alcoa was only real prospect of rest 

ing competition to industry Alcoa filed petition to be discharged because it wa 
o longer a mono v (p. 212 rhereafter, Governmeni filed divestiture pr 


tion and court rendered opinion in June 1950, per Judge Knox, dismissing Alcoa 


petition for discharge (p. 212 Court held that Government was entitled 
further relief and that entrv of Revnolds and Kaiser into industry had m 
tralized Alcoa’s monopoly or produced competitive condition held aga 
pres¢ dive ire of Aleoa because Aleoa had to compete with steel and ecoppe 


industries (p. 213 If Aleoa were divested, anv purchaser of an Aleoa plat 


at going prices would be at a disadvantage in competing with Reynolds and Kaiser 


who secured their plants at give-away prices from Government The court 
decided to constitute Alted as a fourth producer \lted production costs ar 
less then Aleoa p. 213 \leoa has a mill cost advantage over Revnolds ar 

Kaiser of about 1 e per pound (p. 214 This is part due to lower transpor 


tation costs and superior bauxite facilities, in addition to long-term, low-rat 


electric-power contracts. Morison would not view these advantages as per 
alizing foresight (p. 214 

Congressman McCulloch stated that new enterprises naturally face a diff 
probiem of compet with established concerns Determination of whet! 
established concer sa monopoly under the Sherman Act should t be affect 
by considering morality of what happens. Monopoly must be condemned 
Sherman A regardless of e manner of which it came abe p. 214 | 
nomically we are concerned with providing the most goods and services t Amer 
cans at lowest price absence of monopoly or restraint of trade (p. 214 Ka 
and Reynolds car mupete against Aleoa’s l-cent produ n advanta beca 
t! I thie i i ir primary productio in f row aby i 
a ( a 215 

Antitrust Divis loes oncern itself primarily with question 
I & MOnOpolyv is be Vou If Sherman Act is wrong it onden mio 

( { corre p. 216 | ! 1 Ka 

>a I \ ica la price redu ( ! Sua 
! rp | len\ he Government raver fe live 

‘ I ) er lefend nts lol ) i » | i 4 








ip p i i i sume! I ler ¢ 1g ond \ TT 
aiwa ef i in u eaper tha other eompani n ted & 
or zressman H ws ad ireed with Morison that morauty was not 1 ( 
CO ler i r a It yuestion of morauty iid (¢ I na 
H ha i 1 pa ive OT Sherma \r 217 \ I 
expla 1 at Ha spea ot mo itv l 1 sociai sense Dut in a ec’ I 
sk i, me Monopoly rangles commerce, causes price rigid } ( 
widespread distributior yf w-priced products Cited inefficier of | 
States Steel a licated by Ford, Bacon, and Davis repert (p. 217 Compe 
tior nh marke place soul of America’s great suecess and economic enterprise 
p. Z18 Congres a i ngs fe here was no basis for compa On be 
aluminum and ste \lted has transportation-cost advantages over America 
producers in Northeast United State markets, Alted larger than Alcoa 
The co [ | ' future developments ¢ | I e ¢ 
purpose ». ZIS8 I iriff rates Weht prec de Canadia ( 
| ~ ‘ ; ‘ 7 Nair p ne I> 
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Kaiser, thus promote rather than curtail present monopoly conditions Purpose 
court’s retention of jurisdiction over Alcoa for 5 years was to permit Gover 
ent to apply for further relief if stock disposal plan did not achieve competitio 

Defendants were directed to submit plan to court (p. 218 A'l defendants, ex 
pt bk. K. Davis, elected to sell shares in Alted. Davis was required to surrender 

rights of s Alted stock to court-appointed truster Some nondefendant 
tted to court jurisdiction and agreed to sell their Alted stocl Alted ha 
700,000 shares issued and outstanding. Five hundred thousand shares « ed 
adian citizer CG$wners of 1,292,000 shares Alted elected to s their Alted 
k (p. 219 Almost 500.000 Alted shares owned by members of Me 
a I und Duke familie not defendants in ca ransterred 
( entered final jud ( January 16, 1951, ap lifiea 
Plan provides for transfer of voting rights of 51.6 pere i 
oO couri-appoini: rustees (p. 219): 1,292,000 shares to be sold 0 ir 
| stees to ¢ tinue in office until disposal is made; 300,000 share o he «s 
ess Tha Oo VeARTI and 200,000 share n next 2 vears, at pr “al Dubie sale 
Itath of sale to same person of 50.000 shares unl ) apDprova f at 
( general and court Plan provides periodic report of sal No cert 
plan Ww tal h competitive freedom for Alted No « t oO ile of ar 
ot ( ‘ in 50.000 share pm, 220 Poss ! or } 
ber irately acquire i n amou i ( ( ett 
( ear ret tion of court Jurisdiction dor c ’ ‘ 
‘ ‘ ( ol of period p. 220 No certa it pla ee 
LiLIS comp tive freedom for Alt | ! | | ) 

nahagemer vill Iipplant existing managemet! p. 22] Domesiic a 

competition requires expansion program to br ! ew producer Py 

expansion needs present unique opportunity for bringing in new alu 

producers (p. 221 
Chairman placed i of directorships held in other companies | 

directors of Aleoa, Alt Dp. 222 ind excerpt fro eve ‘ i 

report from New York ommission, indicating participation | Alcoa 

t | ed is established pl ( Ale 
petition of foreign meta the United States 
rESTIMONY OF MR. EMMERGLIK 
\ 1) ind other Governme i r | ‘ it Ale 


\lted a s Alcoa sale of a ! in United S irke Dl 

plier Vive t l cares Hut <« er America cel ( I 

‘ " r ! iro Alted lr 1950 70 perce t of Alted eX] t / 
United State e shipped to Alcoa 29). Immateria 
Alted or Ale iv ch one expand o long as additional expat one « 
r 

{ ¢ re i \\ Wa of Opinio that heari 2 ( Ii¢ 1 Ca ida 


chairman of Aleoa’s board. Nathanael Davis, nephew of A. V. Davis, is preside 
Alted ki. WK. Davis: A. V. Davis’ brother, is former pr | of Akied (np. 230 


ke. KX. Davis was appointed president of Alted upon organization in 1928 Le 
f Judge Knox does not affect official positions of Davis brothers in Alted ar 
Aleoa. Under the court’s decision, voting trustee holding 51 pereent of Alted 
can make complete change in Alted management, if desired (p. 230 
Decree contained no instructions to trustees as to selection of new contro 


roup for Alted. With knowledge that domestic producers endeavor to get tariff 
rates increased, trustees may find it difficult to dispose of stock in Alted Wher 


tariff was reduced from 3 to 2 cents in 1948, Alted did not pass on reduction to 





United States customers Ciood likelihood that Alted’s management will remain 
he ame p. 231 Tariff increase would injure Alted Aleoa is price leader 
\lted follows Aleoa’s lead in United States sales, despite tariff If divorcee of 

coa from Alted is effective then Aleoa’s interest in increased tariff would be 
ame as Revnolds and Kaiser (p. 232 Advantageous 10 Government for court 
Oo reserve jurisdiction for 5 vears so relief can be obtained Actual sep: or 
of common-stock ownership in Alted and Aleoa may never take p. 232 


piace ‘ 
Doris Duke and Duke Endowment own over 200.000 shares of Alted and are not 
defendants Chey surrendered voting rights of their stock to cour 
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trustees for 10 vears or for further period as court found necessary. In June 19: I 
court denied Government motion to file supplemental complaint naming additior bri 
defendants who were common-stock holders of Alted and Aleoa. Being unable 1 alu) 
bring these stockholders in as defendants, Government felt bound to accept su ae 
judgment as court permitted. E. K. Davis keeps his 46,000 shares in Alted ar Int 
sells his Alcoa ares (p. 233). Nondefendant Mellon children and Mell Al 


trustees hold 7 percent of Alted’s stock. They surrendered voting rights to court 
appointed trustees for 10 vears and further as court determined. Court deni: 
urging of Government to require E. K. Davis to sell his Alted stock, although 
lost Alted voting rights (p. 233). Discussion of financial interrelationship 
Aleoa officers and Mellon National Bank & Trust Co. Judgment does not affec 
relationship between Mellon National and Alcoa (pp. 233-234). Fifteen percent 
of Alted’s stock is held and will be held by children of Mellon, Du 


Juke, Hunt, a 
Davis, and 10 vears hence they may reassume voting rights. This discourags R 
f court jurisdiction f , 


possibility of new control group for \lted. Reservation o 
5 years is important because, if stock divestiture plan does not work out, the 
Government can return to court for further relief including divestiture of Aleoa 
plants and properties (p. 234 

(Chairman expressed dissatisfaction with court decree. Eimmerglick feels tl] a 
court retention of jurisdiction for 5 years is best solution for currently promotir 


aluminum expansion (p. 235). 

Uncertainty in 1945 as to Aleoa’s future enabled Kaiser and Reynolds to secur: 
favorable terms to take over Government-owned aluminum plants (p. 235 
Alcoa can make definite contribution to national-defense program \lcoa appea 
to Supreme Court would put cloud over aluminum industry and perhaps interfer 
with defense production (p. 236). Five-year reservation of jurisdiction by court 
ean probably be increased, if needed. The reservation of jurisdiction solutio: I 
should promote domestic production. Experience shows that Alcoa kept alumi- 
num price down while litigation was pending (p. 236 

Record disproves that Aicoa’s production methods, foresight or good managi 
ment had anything to do with keeping prices down. Competition by Reynold 
and Kaiser forced prices down. Reservation of jurisdiction solution will probably 
cause a continuation of low-price policy in aluminum industry (p. 237). 

Provisions of January 16, 1951, decree that those who submitted themselves 
voluntarily to jurisdiction of court can relieve themselves of provisions of t!} 
judgment if the Government takes an appeal were made necessary by reasons of 
Judge Knox’s refusal of Government’s request to make these parties formal defend 


ants in the case (p. 237). Chairman prophesied that the decree would 
tota neffective (pn. 238). Morison stated that Government would prefer 


'\ i ) 
appeal were it not for the current defense effort and urgent need for alumi 


Emmerglick said that Judge Hand held that Alcoa had abused its power 


shown through the vears by such things as its price squeeze in aluminum sheet 
and’ its restrictive contracts with water-power companies to deny power 
aluminum competitors (p. 239 Function of antitrust laws maintaining fre 
access to markets more important than producing lowest possible prices f 
best possible produet Small business economy better guaranty of democra 
than large business economy (p. 239). Benevolent monopoly no more desirab!| 
than benevolent dictatorship (p. 240). Congressman McCulloch deplored theor 
that ultimately there are ulterior motives in producing and selling more at low 
cost (p 240 

kimmerg fears that any effort to allocate capacity expansion to existing pro 
ducers to preserve their present market shares will intensify concentration and 


ould be avoided. Present cost disadvantages of Reynolds and Kaiser will cor 
tinue and make them further noncompetitive with Alcoa (pp. 240-241). Chair 
man and Emmerglick agreed that if the needs of rapid expansion for defensi 
necessarily results in monopoly increase we have no choice but only as last resor 


p. 241 \llocation of additional capacity to Alean and Alcoa would augment 
their monopoly power. Neither should be certified for expansion unless ne 
producers are also certified (p. 241). Justice cannot make decisions as to al 
cation of additional capacity Decisions are submitted to justice for views 
relation to antitrust laws 


One hundred and ten million pounds of aluminum sold in Canada in 1948 
Many countries exceed Canada as aluminum consumers (p. 242). Does no 
know of ar ase Where Alcoa has sold aluminum in Canad: Described pric 
Squeeze practiced by Alcoa as to aluminum sheets (p. 242). Justice has no 
evidence of any similar price sque today. 
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lo be independent, an aluminum producer must have its own bauxite. To 


bring new companies into the industry dependent upon Alcoa for bauxite or 
ilumina would be worse than giving Alcoa itself the new capacity expansion, for 


ieir use of it would be under the spotlight of court jurisdiction (p. 243). Judge 
Knox considered this matter in advance of his decree. Kaiser is dependent on 
A\leoa for bauxite. Future dependence of Reynolds on Jamaica bauxite will 


eate 1l-cent-per-pound-cost disadvantage in competing with Alcoa (p. 243 
va has high-grade bauxite reserves in Dutch Guiana and Arkansas 
\luminum sheet is principal product sold by three producers, and comparisor 
transportation advantages should center on sale of sheet (p. 243 
\lcoa transports bauxite from Dutch Guiana to Mobile, where it is converted 
o alumina and shipped to Alcoa, Tenn., where 42 percent of Alcoa’s ingot is 
duced. Aleoa’s sheet mill is adjacent to its aluminum plant 
Presumably, Kaiser will ship its bauxite from Jamaica to an alumina plant at 
Bator Rouge, whence it would be shipped to the Pacific Northwest to be reduced 
aluminum, and thereafter rolled into sheet in the Northwest, which, in turn, 
ild be shipped largely to New York area markets. Waiser would have a great 
ransportation disadvantage over Alcoa. 
Reynolds will be shipping bauxite from Jamaica to an alumina plant at Hur- 
ane Creek, Ark., thence to scattered plants for reduction to aluminum It 
ould then have to be rolled into sheets and shipped to the eastern market 


Jamaican ore is of poorer quality than Dutch Guiana ore and thus will require 

iipment of larger tonnages. 

hus Alcoa will retain a large advantage in transportation costs alone. Today, 
Kaiser pays Alcoa a profit on bauxite bought from Alcoa. Alcoa owns some of 
its own shipping, while Kaiser and Reynolds do not at present (p. 244). Pro- 
posed plants in Texas and Louisiana using power from natural gas face higher 
cost plus depletion of gas in 15 or 20 vears For emergency purposes, however, 
such plants will be in operation more quickly than plants using hydroelectric 
power (p. 244 


TESTIMONY OF D. A. RHOADES, VICE PRESIDENT AND GENERAL MANAGER, KAISER 
ALUMINUM & CHEMICAL CORP, 


Kaiser entered aluminum business in 1946, by leasing Government-owned 
facilities at Mead and Trentwood, Wash., and an alumina plant at Baton Rouge, 
La. In 1947, Kaiser leased a reduction plant from Government at Tacoma, 
Wash. Later, Kaiser purchased these facilities from GSA. In 1949, Kaiser 
leased and later bought a rod, bar, and wire plant at Newark, Ohio, from the 
Government) p. 247). It also has a foil plant at Permanente, Calif., which 
was built with private funds. Two hundred and fifty-eight million pounds of 
aluminum reduction capacity was thus acquired from the Government by Kaiser, 
and their capacity has been added to in the last vear to reach a total capacity of 
300,000,000 pounds. <A reduction plant at Mead, Wash., is being expanded to 
produce an extra 40,000,000 pounds of aluminum. Kaiser proposes to build new 
reduction facilities of 200,000,000 pounds of aluminum. Kaiser proposes to build 
new reduction facilities of 200,000,000 pounds in Texas-Louisiana area, using 


natural-gas engines and steam turbines (p. 247). Kaiser originally understood 
that the expansion program was to occur in two steps of 1,000,000,000 pounds 
each, Made proposal to NSRB on October 14, 1950 p. 247). Thev have bee: 


allowed a capacity expansion of 200,000,000 pounds or 100,000 tons. They 
proposed a capacity expansion of 450,000,000 pounds or 225,000 tons (p. 247 
October 14, 1950, proposal to NSRB placed in record (p. 248). 

With proper priority granted and other clearances, Kaiser could construct 
southwest United States facilities and have them in operation in 8 to 10 months 
as new original lines, and an additional 6 months to complete three other lines, 
for total additional capacity for 200,000,000 pounds a year (p. 251). In Decem- 
ber 1949 Kaiser allocated 3,000,000 pounds monthly of primary metal to non- 
integrated fabricators, or 12 to 15 percent of Kaiser’s production. Kaiser ca- 
pacity in December 1949 was about 22.000.000 to 23,000,000 pounds a mo! th 


p 252 


Proposed contract with Government is for 1,000,000,000 pounds of aluminum 
over 5 years at 200,000,000 pounds a year, with Government option to cancel 
contract after 50 percent of metal has been delivered. Government has 100- 
percent option on all capacity during that period and two-thirds of any surplus 
not taken by Government must be offered to nonintegrated fabricators. Con- 
tract provides for continuing percentage of new capacity to be offered to non- 
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integrated producers, about 25 percent for 15 years after completion of Go ( 
ment contract (p. 252 In event of cancellation of Government ¢ 
within 5-year period, nonintegrated producers entitled to 25 percent of 
capacity so long as Kaiser has to repay Government cancellation charg ( 


, i 
would be tendered in event of cancellation. 


Since 1847, Kaiser has frequently sold primary aluminum to noninte 
producers and deprived themselves (p. 253). That is an established con 
po { 

(‘hairman ¢ 1 fieures of Waiser’s independent sales of primarv a 
taken from aluminum decision (p. 253) There have been periods in recer 
when demand was insufficien tO take s Ipply of primary aluminum off 
Waist his o¢ rred in middle of 1947 and middle of 1949 Revnol 
down a pla heeause of inabilitv to sell outpu Alueninum inve ores fh 
1947 and eXpo! Neavy p 254). Cited instance it 1947 of inability 
output to Troy Mr. Troy interrupted to rebut (pp. 255-256 

On December 19, 1950, Kaiser had letter contract with GSA for produc 
ew alum! pia h annual capacity of LOO,000 tor Plant to b 
on Gulf coa ind power pplied by natural ga Bauxite facilitic » | 

rueted in Jamaica and Baton Rouge alumina plant to be modified 
augmented aluminum capacity Private financing being arranged witho ( 
ernment-loatr iaranty Spokane, Was! aluminum plant, undergoi Cay 
nerease of 20.000 tor , to be compl ed Feb lar 1Qol (yer all j 
alumil expansiol oO raise total capacity to 270,000 tons, an increas 
percent over pre-lorea capacity (p. 256 \luminum capacity can be expa 

n time to meer lelivery requirements for use at t 
defense needs (p. 257 Kaiser wishes to parti 
iInum-eXpansion prograrn 

\leoa has large laterite depos Portland, Or 
for bauxite There are lime deposits in Alaska (| 

Bonneville power objected to Kaiser expansio 
additional power demand Munitions Board objec 
Mead, Wash., because of military vulnerability 
of competition in the United States if Alean Bri 
Kaiser obtains major part of bauxite from Alcoa 
output is exported. None is reaching Russiat 


Government has approved general location of Kaiser 
Permanente, predecessor to Kaiser Aluminum 





from REC but repaid all of it Loan was primari 
operat i All expansion and development in Kaise1 
been out of company earnings (p. 259 arges 
Creek, Ark.; an alumina plant is at Baton Ro 
Corp. became Kaiser Aluminum & Chemical 
Kaiser is licensed under some of Alcoa’s allov pate 

on some licensed patents, sellieves Alcoa’s ps 


Dy First Bostor Corp t ; 


Testimony on 1948 Kaiser financing operation 





which arrangements were made by Dean Witter & Co p. 261). Fifteer 
venteen banks and a dozen insurance companies will participate in Kaiset 
financing expansion program Kaiser to submit for record a statement of cor 
panies In which he has a stock interest, or which he owns or controls, or upon who 
board of dir tors fie Sits Dp 262). Has not beer able to obtair me ( i! 
priorities from NPA for facility construction (p. 262 Kaiser had contract 
supply Harve \ Mact Ine Co.. which Wa&as complied wit! according to Kaiser 
interpretation of contract Owns no hydroelectric power facilities Generate 
some of own power from steam (p. 262). Owns no rail or water carriers Ha 
Jamaican bauxite deposits but no deposits in the United States Has a few issued 


1 number of patent applications pending p. 263). Described powe! 


patents and ¢ 
ants at Mead and Tacoma, Wash. Owns bauxite properties outrig! 


s ipply for ] 


in Jamaica and options on others where they are drilling and testing Hada 
mining cone ssion in British Guiana, which was never exercised and may now 
have expired (p. 263). Has a 17-year contract for bauxite from Alcoa, expirit 

in 1963. Has received proposals for supply of bauxite from Alean, America! 
Cyanamid Co., and Billeton Co. (p. 264). Acquired from Government the 


residual, undelivered bauxite that was in plant of Billeton Co. in Dutch Guiana 
Kaiser has enough bauxite supplies for 25 years, plus additional untested reserve 
in Jamaica (p. 2¢4 Will supply for record bauxite contract with Aleoa (p 


264). Prefers to have aluminum expansion in United States rather than Bri 
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contract With United Kingdom p 163 Ship iw pl ( Ni 2 ) tre 
$70,000,000 to 575,000,000 (p. 463). Taking oO a ) ned | r 
United States in disposing of Government ned al 1 ! [ ed 
States paid less for Canadian aluminum duri a r al rr dome Cc 
aluminum (p. 463). The United Stat ubsid ! 1 |} 
American producers while Alcan had to pay for and slit ha +4 
nt Price to the United States du ast wa i i 
' ‘ o Unite 1 Kin don D tt4 \W ( \ i i 1 
r | ted States income taxes, from 1941 throu 1950 ( \ ‘ 
Companv $4.450,.000 interest, 51,800,000 in 1 ome ta | | i Sta 
bv Alted sul liaries in United States, interest of $17,600,000 to I i Sta 
Dat nal ley OT DO 1 i {1 81,400,000 1 Uni Sta OX—50Ou 
Submarine ! ice in 1941 and 1942 mad unsport lif 1 
than ! If the United States had p ised from DP { 1 
Sta vtre ant \ YT alun m purchased from \ i i 
Nav ¢ ) e U1 ed States a additional 840,000,000 " 
> ) United States by Alean during World War I] ver 
pound (1 0) No United Sta funds were 1 ied » 
shaw | ) tr evelopl t (p. 510 

Wi ite senate testimo \ 1945 t i } 
Unit i tates ] er pl ed Wis ¢ er ay | . i i 
of | 1 States material used project was | i t | ( 
of Canadia ’ il leve pment p. ol] 

Tuespay, JANUARY 30 O51 
TESTIMONY OF N I N \ D ED 

Supply and demand of aluminum ha ( ted wv me period 
Since Korea demaz d has exceeded supp Some of A ’ s wartil yla 
Canada have been abandoned because of ifficient power irtime prod 
peak car ot now be equaled unless power is rationed in Canada ar } mor cated 
for aluminum productio1 Canadian exports to the I i Stat ‘ ner 
in recent vears due largely to shortage of economica etric power | i 
States for aluminum-production purposes (p. 513 

Alean has sold 725,000,000 pounds of aluminur +g . 
5 vear In 1950 they supplied 325,000,000 pour | o tl | ted Stat ri t 
than 15 percent of total supply in the United State Pri ted nual f ! 
of Alean’s sales to nonintegrated United States fabricators from 1946 throu 
1950 (p. 514 Witness stated that in 1949 and 1950 Alcan made sa of . 
num to Czechoslovakia and China, with authorizat of ¢ lian Gove! 
Canadian export regulations closely parallel United Sta regulat Pr 
Canadian export regulation prohibits shipment of a um t ron-cur 
countris p. 515 In August 1950 Canada ceased antil such ¢ r 
permits previously granted were allowed to be ¢ reised nt eT r 1950 
Shi ents to China usually go small lots, 20 t 0 tor p 15 \ 1 
Chit subsidiary is not capable of fabrication of ! u urp . 
In 1949 Alean shipped S84 tons of aluminum to Czee! i i () nuay; 29 
1949, Canada canceled export licenses for shipm«e t ( ar t 
Czechoslovakia but 1 , tate 1 ther oO! September 29 1919 | XN r 1949 
Rheem ot dvised that no export licenses would ( ler 
Czec!} ISLOVAKIA 

On January 31, 1950, Alean was advised by Depart: tof Trade and Cor ere 
that export permits would be granted for shipment of got to 1ron-curt ( - 
tries (p. 516 In 1951, 1,351 tons ere hippe 1 to Czechoslovakia and 2,412 
tor Po ! The last shipment was in October 1950 16 After On , 
12, 1950, Canada issued no more expo! ic ses for shipmet f t T ) 
ro curtain countries Alean has 1 er entered to « rac wit! mi 1 
Cl . for aluminum (p. 519 

Documents r ting to sales and shipme t r r n ¢ ! 1949 
1950 were placed in record. From January 1 to D r 6, 1950, A 
10 DE f metal to Tientsi China, totaling 655.9 > SHI] 3 
to Sha ui totaling 63.7 metric tons, and 1 shi Sha 200 S 
(pp. 519-521 

W ite ted that prohibiti of shipment to ‘ae , a fu 
of the Government and not a proper function of ind 1 porters (p. 522 
Alted did not suggest to Canadian Government that they prohibit shipn t 
iron-curtain countries. Congressman Keating felt < } it ft 
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deliver power at cost of 144 mills per kilowatt-hour. Final stage of power develop- 
ment for 1,600,000 horsepower would deliver power at cost of I mill per kilowatt 
hour 

Even though ‘ 
quickly, the British Columbia project is till advisable. British Columbia power 
plant would have transmission line to site of aluminum plant 48 miles distance at 
Kitimat, where deep water harbor installations open vear round would be built 
adjacent to railway p. 549 \nother smelter with eapacity of 330,000,000 
pounds annual would be built at Kemano, 10 miles from power plant. Plan 
to import alumina rather than bauxite from Jamaica or British Guiana in order 
to effect transportation economies Alean is building alumina plant in Jamaica 
to be ready in 2 vears and is considering one in British Guiana, which could be 
{ : ant will have alumina capacity of about 
85 miles away from British Columbia site 





s power ¢ xpal sion in Quebec could be accomy lished more 














read n 2 vears (p. 049 


10.000 to innualily and 








Alumina to be shipped in bulk and not in bags (p. 549 lwo and one-half to 
ree ns DA ilé pl luces 1 tol ol alumina DD d50 Jama can alumina 

pla expected I Lue 20 000 sO tiuln | p. 5050 
First commercial production of aluminum in world was about 60 to 65 vears ago 

in Fra lin the | d States. 

Petroleur ‘ke to be used in British Columbia smelting plant obtainable from 
Alberta « elds (p. 55! Pe troleum coke also available from ¢ alifornia smelt- 
g tech ie has improved since end of World War II and British Columbia 
smelters would be elect1 tical tvpe If shipping of alumina was imperiled by 
then a 1 could be obtained by overland route to supply British 
Co } elter 551 ( adian National Railway in British Columbia 
s heat gle track rut g east to west with north and south feeders, including 
ections with American lines (p. 551 Railway is 25 to 30 miles from Kitimat. 
Shipping required for shipping alumina to British Columbia from Jamaica or 


(iniana less than that required to ship bauxite from Jamaica and Duteh Guiana 
to Gulf coast (p. 552 If necessary, alumina could be shipped by rail from Gulf 
coast to British ¢ bia \lean’s only alumina plant at present is at Arvida 
n Quebee (p. 552 \rvida alumina is presently shipped by rail great distances 


" . 
in Alean’s own freight cars Witness d ibed relative locations of alumina, 















Rail freight charges to Kitimat 
should 1 be at competitive disadvantage to United States smelters in Pacific 
Northwest Witness described ocean distances fro! British Guiana, Dutch 
Guiana, and Jamaica to points in North America (p. 553 

British Columbia project is 400 miles northeast of Vancouver and 90 minutes 
fl r time from Seattle and Grand Coulee Dar The dam and tunnels in 





British ¢ mbia project are relatively impervious to air attack (p. 554). Power- 
be in cave deep inside granite mountain and co ly secure from 
q ssion line from powerhouse to alumi! t also secure 
air attack (p. 554). Aluminum plant would secure 1 tection from 
‘ 1 I weather conditior 





First stage f British Columbia development would produce at rate of 330,- 


000,000 pounds of aluminum annually, starting 36 months after initial commence- 








é | vears’ second-stage completion would increase production another 
770.000,000 pe ls annually, or a total of 1,100,000,000 pounds per year for the 
el pI t (p. 554 About 5 percent of construction materials for British 
{ Dia roje 1 [oe btained from United States sources p 554). First 

ae } ( t $205,000,000 and second stage to cost an additional 
S350 000 O00 Lota cost about 8$555.000.000 Diseussior DY witness as to 
portant in aluminum producti Power pro- 
ced by Diesel engines or stea costs three or four times more than hydro- 
‘ tric } er (p. 556 It is more economical to move raw bauxite or al 
to power! te nan to install costly Diesel power at the site of bauxite or alun 
\ i! as large re ar expenses p 556 Basically the process Us¢ i for ex- 
of i from bauxite and for smelting are same as 50 years ago 
| | Sta ( 
‘ } ( } 
| 
{ | ( 
a : 
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British Columbia project would be beyot d Alean’s pre 


It would be very helpful if Alean had a long-term purch: 


States Government to be paid for as delivered (p. 565 
Columbia permit construction to go on throug! 


project can be completed in 5 years; 3 years or a little | 


nout the veal 


p. 566 About 5 percent of materials to be used in 
( lumbia project would be expected from United St 
Canada Is best United States customer and must sell son 
purchases (p. 567 United States-Canada trade bala 
i vear or tw t orainaruy ba ance 1} aca st Ca 
iti ( ve Du at Niagara lalls and 5S Lawre I 
Experience i been hat aluminum productio i 
ivailable power had to be subjected to other uses. O 
Co Dia project 1 tha few other pote! , Use 
D HS—5OU Discusstle oO ousing, labor mplv, a 
i (pp. v0 »70 Ports to be used b British ¢ 
round. Production of electric power through use of na 
v ( in} ybtained more QUICKIY nan | roel I 
! ‘ i mp. 570 
( re " \\ ) rid ca nm ota ninun 
| ) le pr ) Linst ¢ mv attack and W ld 
1 supp f natural Witness believed i rodu 
1 ire i 1 rai ga ( ld be read I l re 
Refere » use O " 
\W ‘ i SUS biti | il Ori 
tr urea ere economic product ( 
\lean ha ite ready for de velopment Peribor i River ne 
hydroelectric power in about 2 years. At commenceme 


had option on large acreage of land near New Orleans for 








g | 
1ican al estima ol a nil lm re lure ( Or vol a 
med e determimation of total re ireliiie Sis l perative 
Tuurspay, Frst RY 1, 195 
TESTIMONY OF WILLIAM A INGER, PRESIDEN CCE } 
VICE PRESIDENT, AND WENDELL I D, COUN ] 
(pex organized in 1923 after having had many vears of 
aluminum busines Plants are in Chicago and Clevela 
nm Chie n. 573 Produces 140,000,000 pounds a 1a 
varieties of aluminum alloy ingot for sale to ca ¢ ! 
other metal producers for alloying purposes Produce 
alloys and employs approximately 450 peopl \l 
fron rap but blended with virgin ingot and alloved 
mers are lependent fabricators who are almost entir i 
- ting lustry raw materials Has about 1,000 
{ ed State Dp. < 
\} { s 900 compal eo | uu lI casting | i 
sine I f aluminum from wl! t he optau 75 per { 
1913 rough 1946, secondary aluminu production ave 
pl ul Aluminum production in the ( ted Stat r 
lec ( 1947 and was dow to 23 percent it 1940 97 
uble to entry of primary producers into secondary field, 
ind Kaiser (p. 574 New uses for certa tvy 
gated sheet for building materials, have expanded use of al 
Dur 48 shortage, aluminum-conversion deals by B 
retur ! ip to them drie Dility of rap t 
S lar elters then made purchase 
of lependent fabricators depends upo 1uthorizatio 
) producers Pr iry aluminum industry is u 
rated (p. 589 Described es of pr rv a 
\pex purchased 6,310,065 pounds of primary alu 
iIrces p. 590 lf oreig iports neo 
and Norway, exceeded domestic price by 10 to 15 cet 
lorel | 1949 was same as d estic pr mn. 5 
i | " netal from Re ls or Kaiser 1950 
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Mines has approved anorthosite process (p. 585 Has no evider 
avored to block the Wyoming project but, generally speaking 

















new processes and new resources has been consistently oppo 
by vested interests 1D 585 It Is possible ror representatives of large CO! 
panies on industry advisory committees in Government to exercise influence pr 
moting their self-interest (pp. 585-586 but witness has no evidence of such oc 
rel in present instar Believes that Bureau of Budget will approved fund 
for project completion Important that prepared: ‘fort does not jeopard 
mainter e of competi system Witness advocated Federal charter for int 
" rporations as a ssa amendment to antitrust laws (pp. 588-589 
F RID Ferrvuary 2, 1951 
I ri ) oO I VW Wi IN NIOR VICE PR IDEN I I* M CO. OF} IER 
() () r 1s. LYoU \ i ibmitted to NSRB t expa 1 Drop i 
{ ! va gy uneconon tl pla i hour were for Du 
| bOT i Va \ I i \I i N \ i Bad 
NN ( DA f TO 000 i! I i | t 
| Ot) Tr \leoa l " ¢ ' ened 
. , 1 , ¥ ’ t to t p leact 
pia wa 3 ( in Governmer 1 plant (pp. 619-620 
M by lack of } ry S to 10 mills ] 
i { ! i »pay a po rom per + wal 
621 1 i Hadin power ba 1 ) ind iro b2 
() ‘ ‘ powel ydro is cheapest i ind coa ast. t of 
rea p. 621 | r operations at Bad is dropower Rear 
Vite PI li€ Cali-t ( ite | power pDased ipon coal tue 
p. 622 Use rij oal for ¢ rating electricity cheaper than deep coa 
( i 1 ive if rea itl l Luts s 1 it ner py} duct ) \ yuld ay 
mime itt iVallabie t juiIring ise Of carce construction material 
p. 622 
GSA issued lett f ent November 21, 1950, to purchase tal output of 
rea vated Alcoa fa ties for 4 vears for stockpile use First aluminum delivery 
r contract made week later and total reactivated output of 79,000 t 
allv will be ready in mid-1L951 (p. 622 Alcoa expects no profit from reat 
il pia $ Some f the reactivated facilities wer martial u bef lepend- 
on power supply (p. 625 \Iassena and Badin plants were i exist ( 
1903 and 1916, respectively, and used during World War II 3). 
\ 1 accepted GSA December 19, 1950. letter of intent to build new faciliti 
il smelting capacity of 120,000 tor at Point Comfort, Tex., and 
( Pacific Northwe ising hvdro power) or Ohio Valle. ising coal power 
\\ also need additional alumina and bauxite fa tir Alcoa’s expansion to 
ib $150,000,000 be financed by banks o rance panies (p. 624 
Current expansion program thus far authorized for all aluminum producer 
\ i 7 f total smelti capa from 49 » 40 percent, 
la i i l Badir fa tlt Cy I ( I ca Lice the 
I i i i i and mitra I ia { prod 
2 ea \ percentage of | ed Sta 2 capacity 
] 7 1S 1949 i 1 195) wa 5D 5, 52.3, 48.3. and 49.3 per I \ a has 
Government financing (pp. 625-626 From 1946 to 1948 Alcoa 
225,000,009 pounds of aluminum from Government stockpile at the 
pr Rey ls and Kaiser only others who purchased from 
p. 626 Believes that Metals R rve sold to Big Three 
; ' . f on sales, w veetation that purchaser 
t \ 11 1 practica ’ cckpile purchases at its 
' from Go Alcoa did not i e Metals Reserve not 
rica 627 
| ‘ ! 1 » share i D y stockpile VW 3 
: i id at market pr 14 per pound (7 
. ess than market pt Market pr reased June 1948 from 14 
625). During 1946-48 Aleoa sold customers 570,686,000 pounds 
rot and pig, while bu g during same period 225,000,000 pounds 
r O2S \ is p na bee t at a istomers talrly 
62 J £ ALES « 1946-48 A a sold alu iui » new users 
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1 in Alcoa warehouses bu iT 


+ t 


Postwar Government stockpile was not store¢ 


Government locations (p. 629). Government sold stockptl for less than its 
st , 630). During the 1946 18 period aluminum supple were short only 
aS 5 1 n 1904S 


for a time in 1948 (p. 630). Part of Government stockpit 
juring shortage period at price less than many fabricators were Willing to pay 
Alcoa set its 1948 market price at 14 cer 


pp. 630 631 
jie profit margin and consumer willingness to pay 














it 
Congressman McCulloch que tioned propriety of Governme ( ts stock- 
pile aluminum at 14 cents during 1948 shortage when purchasers other tha 
Rig Three would have paid more. Witness questioned whether Congre would 
want its Government representatives to sel at gray irket prices, which hi 
fined as being any price above the market pri pp. 631-0352 (‘hairma 
mented at stability of primary metal prices over long pe! od as contrasted 
te fluctuations of secondary aluminum prices wou { indicate desire of primar 
roducers to maintain low price s in order to prevent ne re rs f enteril! 
justry Witness said there are about 35 to 50 major producers of s¢ ul 
aluminum (p. 632 Congressman MeCulloch said the United Stat 
er sell stockpiled materials of any kind at prices less than ot il cost if 
ere is a market at cost Chairman agreed (p. 652 \ ’ 
tracts do not contain requirement for returt I ! t 1 iA 
ser larv aluminum prices are higher than for pr ul I ( ! 
rtage periods (p. 633). Today’s aluminum pt is 5] , 39 
pr while other metals are selling for do ible 1939 pr I rice po 
nsure future of aluminum industry (p. 034 \l bp! ! 10 
percent pr ht on equity capital Chairman question 1 this as t ca Pie 
utilitv standard of arriving at price, whi market competition Is SU} ed to 
determine price in unregulated industries (p. 634). Witness said that Alcoa 
method has resulted in average profit of 10 percent, althoug! have re ted 
mere Deca ‘ 





in some vears. Witness stated Alcoa ts price leader in the 
competitors follow their price lead. Prices in any tndu 
because of competitive factors. Aleoa welcomes competl 
nt, not every possible encouragement 


gives them every reasonable encouragemen 








p. 635). Does not believe lcoa’s profit on sheet facilities average Out more 
than that on pot-line facilities, but will supply figures 

Mr. Shears curious as to whether Alcoa intends to keep pig prices depre 
and sheet prices high (p. 636 Does not expect that new fa ties 1 pre 
a profit on sales at 15 cents during the 5-year am zation period, |! I i 
thereafter (p. 636 ; 

It is difficult for new compar ies to enter any industry today fron ratch if it 
is going to acquire facilities at current prices and compete agall existing pre 
ducers having prewar fat ilities (p. 636 Aluminum industry eeds : 
but expansion at today’s costs necessitates higher prices, wi ch i irn rinks 
demand. Inflation is chief deterrent to new aluminum producers (p. 637 
Defense program is apt to further entrench positions of big companies in various 
ind es and increase difficulty for new entries (p. 37 

During World War II Alcoa built 24 plants for Government, withoul fee, and 
operated them. After war Alcoa bought two Governme! t plants, an ext! 
plant at Cressona, Pa nus equipment, and Massena smelter under certa 

ation as to use (p. 63S 

\ ya has not been maintaining low prices to discourage " t p. 639 
Recent price of 28 cents for secondary aluminum compare | S-er price for 
primary Secondary is usually 2 cents less than primary Easier to get 
secondary than into primary field because of lower capital investment requireme! 

p. 639). 

Witness believes that Government aid to Kaiser and Revnolds was overdone 
and that Government hostilitv to Alcoa was influential (p. 640 Is t sure tha 
Government’s desire to provide new competitors il aluminum ndustry Was eces- 
sarilv to consumers’ advantage. Worries that newcomers to Industry ml I 
enter on untenable basis (p. 641 _ and thus retard normal expal ! f Indust! 
Fears that Aleoa may be blamed if newcomers fail (p. 641 August 1940 A i 
advertised that it would expand to meet United States n ry requir for 
aluminum for 2 years. Government built own plants al i Alcoa not allowed 
build plants for themselves September 25, 1950, Aleoa again advertised tha 








iminum capacity was sufficient for anv announced military proers 
loes not know whether there is sufficient capacity to supply present heeds © caus 


requirements have not been announced (pp. 641-642). Without Governme! 
‘ } gy ae . : . ; 
authority for rapid amortization of expanded facilities Alcoa « i not obtai 
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eontract, but that Kaiser’s alternatls to have de’ ! 
wou 1 have been ae trimental lo him Kaiser ) t ' , 
t i ndustry (pp. 655-656). Alumina can 
W vomins but process is not co nercially fea 
from manufactur of cement from r of] 
| | tio bu piant of eff t 
res round W vor ib 
i Alcoa s S 
rir f J ct bie | ce 
ynd Alcoa ¢ | 1 \ i | 
Kaiser a i he is J Iv 
657-658 \ ii! 
Ad ( tte ! () I 1) 17 
i 1] ~ { ‘ 
'B) 1d i ! pp 
\ ‘ 
t 4) 
‘ \ p | 
, 
\\ | ‘ 
r H 
) { J 
( \it 1 pow ‘ 
} rel | 
‘ tyt) ' ) 
\ ko \i | ) 
1 afte ) 
f A \ 
y Dp \ 
i) 
7) ~ 
) 4 
\ 
( 
if 
G7 
\ Tt 
WP 
‘, } 
i 
\ } { 
Proj 
\W \ 
{ ‘ ' i) ( 
( at f In \ I 
ol! al ( I and i 
sy i 1 t nA " } | 
na eded t ehed S \ i 








38 STUDY OF MONOPOLY POWER 














would tr y supply « n requireme consistent with requirements of pa 
mot ‘ wn? fa nev —_ ‘ . 670 
Mr. sla i re 1 1) 3 1941, rf B rto k | 
and 4 { at } r ire l BB Ker 0 Ka i Cs if ers reiate 
‘ \ i 1 { of separate s t iro 
‘ i l | \ a ui aagvoca L ( - 13) ( i 
i i ) \ \ 1 wa it ) units pro 
‘ I | 670-672 \\ , 
a I Und pressure Alaskan pro} { ( 
1s , eS [ ) 
( " i 1 \ 1 la wid a 
672 ‘ ' i Le I 2 O17 \ i 
, : rs : yee 
\ \ ts 1 purpose 1 Alca 
W \ t i ) Cult ia ) i i ‘ 
I ( that \leoa s wna 
l ~ 938 and 1939 w - , »de | \ 
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| 1 t ‘ i i trae VO Wes = evr ol y \ 
\ i ta ivs ¢ rected ( i O elt Cc pow 
, i pree pied pot tial power sit¢ 1? eXCclUsloO 
pr \ ( oO expansk of p ite Dower resources ; 
Power A prevents developments interfering with navigati 
al > rere Site ral ( e, requires recat re clause Whereby Gove 
i ( Ay iro | eloper page nequitabie COmMpelsatio 
) Oo, hs | 
\ \ ! heom! tee wel ) ecu ession to | 
{ . % ssif l 4 re iro representat s of \I 2 ard XN 
I ‘ FEBRUARY 5 5 
‘ M k BOY ADMINISTRA I EFI } {I{NER 
1 I rio» DEPARTMENT OF INTERIO 
M rails A stratior letermine ivaila t raw ateria 
: i 
| i 
yn De 
ty 4 Y et 
\ ( i ( = 
t Harr 80) l 
~ . : 
f ria? i 
| ~ 
Qcrg . _- . on 
{ ist Report d 
S3-OS0 
t Br ( 
Je La Novem) 
\ anding facili j () . : 
4 ) OST 
yd tate en I 1 r iit 
refer t tiat with Canada for additiona ports whit 
“up} | IS Was a pla ll f t et m or 
I ( idia yroposa Doe ' ‘ Alca i 
t I ( bia project as ordinary co ercial deve 
~ r ‘ ntract (p. 687 Br ( hia project 
‘terial from the United States. The United States 
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146,000 tons annually, and reactivation 0 
dditional alloc 


annually. There is no order for a 
Present program is taking up cons! lerable sy 
( rioriti n. 704 Cannot under 
« because NPA schedules are full, and ar 
a ilitate earlier building of additio 
ertaintv todav that military requirements Ne 
a acilities Requiret ent figures now 
inistration do not indicate necessity for extens 
( evels. This does not take into considerati 
‘ ire! t Munitions Board 1 week ago 


POWER 


f two plants adds another 





at project would require goodly portion of critical materials fron the United 
States (p. 63S British Columbia project wou | produce 600,000 a ially 
1 hoe the largest aluminum plant in the rid (p. OSS 
Outside of November 11 trip W th Larson to Canada W ( " ino other 
( ) olumbia project lescribed World 
\\ ) ect with » a I j { ‘ 
{ I] it was dilin t I { a 
' im requiren ‘ t t 
W itne , 
Oo agree O t ul f 
\\ \1 ) Bb Ban 
Cc mipiicat 1 \ I I 
greater tha ria 
\ ( ir I L¢ I l ) i 
I yn based upon « m s of alun I t Wor \\ 1] 
690). | k longer in World War II to estit 
durit t mobilizatio period \\ ‘ ree ‘ 
\ Board a statenu 0 5) | ( dav ! t ] 
69 Witness is Tespo for all dd 
| hased on military requirements give by Mur Board | 
i m wry requirements arrived at in coopel! NPA Mu 
Board 1 rem = fir gO NPA Lat vlu ) f NPA pr! 
f alum tm in about 200 categories (p 691 \\ : il i 
‘ f NPA aluminum orders NPA determi 1 red ) 
mptior f aluminum (p. 692 
Witness’ responsibility is to expand but not distribute supply and! Lor t 
determine civilian and nonmiulitary requ rements, NPA adds to its estimates ol 
civilian requirements the military-require nt figures given by Munitio Board, 
and thet itt ; plans supply expa to meet requirements yp. 692-701 
General Harrison has veto power over Defense Minerals Administration recom- 
ns. In recommending additional expansion W tness speaks for Secretary 
on. 702 | 
Congressman Nheating expressed over there being too ma channel 
involved in determining and or ional aluminum eX] y Ly 
Minera Administration, whic Interior Department, has aff ol 
experts on pr mduetion of raw ™ prison coordinates all defense produc- 
tion activities in Government. agencies are duplicating each o er’s 
effor Witness does not interfere with determination by Munitions Board of 
military re rements (p. 703 
fhe military requirements pre sented in witness’ schedule of Ja iry 4, 1951 
have been superseded by new figure for fiscal 1951 requirements, Which ar er 
but still subject to revision about March 1. ‘Since the Munitio Board ne 
militarv requirements estimate has been presented which W ess has rt 5 had 
tin t study. 
Convressman Hillings asked whether or not small aluminum fabricators, | a 
ivelihood is threatened by aluminum cut hacks for civilian uses, are go to 
participate in the defense program Witness replied that these are respol es 
f NPA and not Defense Minera Administratio! ». 703 i el! i 
it these fabricators can find military contracts to pertorl Chairman s d 
that manv of these small fabricators wil br complete out of business bet 
n to get war contracts from larger contractors (p 704) a - 
cr d aluminum supplies are necessary to keep them in business Witness said 
that plans eall for maintenance of as high a civilian economy a> feasibi 
Immediate problem is to meet ml ‘tarv requirements from existing supp!) 
Cl 1an emphasized importance of getting new facilities ul der construction at 
ones 704 Letters of intent have be sued for co ru ym totaling 
79.000 tons 
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to review, there is no ne¢ i to develop dome 


Bauxite has been stockpiled to « 
Joint Chiefs of Staff (p. 729). Witness will supply subcommittee with 
bauxite based on M-day requirements for aluminun vel- 
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moment. Over Tisk OF submarine wartare up 
advice of 


cret statistics on 


















ypment of unlimite 1 supply of domestic alumina would ty real co ] ) 
» domestic security Private producers will enter do ( r \ 
Bureau of Mines research assistance (p. 729 Ila » d 
Department of State concerning Alean prop | for is¢ f ) 
ed Stat Discussion as to reactivation of Ma iS i 
730 
At this point the witness addressed | 
j ‘ 1 latest seeret requirem¢ f 
\ HUGH 1 M BRID! M rR. ¢ ' 
i r i ‘ M 4 
’ ? ’ t ~ 
Dr. Boyd it domestic 
‘ i el ‘ ! 722 t] ' 
t ’ yy cla \ } } of 
line rror 104 0 1945 Cover t spel } oO ¢ " 
t! proces I} e are t 
United States which lent themset this pr 732-7 | 
1 ( ilumina at cost of $47.96 per tor cece | \ 
I e on South (¢ olina proce Kesidue fre ' ‘ i r 
1 1 for Maki! cement se nt rae ] 733 \ i 
Da ‘ ‘ S35 to S40 ton to pre ( | uit t trrie for tt r 
would be greater per ton of alumina produced than ar i te | 
ine cement byproduct would be ort sul t Va ( t \ ne Tere ce D 
7 
IMé Y OF HON I I BARTLET ELI I 1 
\ t proposed ar 1 Ih m piant at SKA " " ! "7 | | 
Vat i PKAUWAYV 1 open a \ i round s \ OOO F 
Seattle a 100 miles north of Juneau Moderate climat« | il 100 
rtt pe 1 Kitimat project in Br hh C 745 I) 1 
| oO t of Yukon River at Skagwa the harne ! ol rhe wi I 
eq cor cti of two tunnels through whiel ould | rted water fr 
1 ed Sta i Canadian la s (p. 745 | i | 2 000 000 
Vatt-l Annually Power would be very cheay Re ( i ini f 
eerit area is being done by Canadian and United States Government 
746 Reports from this invest ition will be availa \leoa i te 
pr t I estigation into the iL \ tril m project ate ey \\ 1 he 
I i justrial development of area (| 74 I 
ide as to whether the United States Government will e power develo] 
_ ’ rea p. 747 Favor private } t 
1) t t of Lnterior will insta hvdroelectric power pla tt ny Ane ‘ 
747 1) ssion with Ce ressma VeCul ‘ \la t f 
ul propertic pp. 747-748 
Federal Power Commission, Forest Service, and other ¢ er! agencit 
ire aware f hvdroelectrice potentialitie of southerr Alaska he t t ar 
i Tt il of Kitimat project would interfere with projec t Ska i p. 748 
‘) izWwa level pment would require agreement witt (anada tor water richts 
kK at pr ect Wil not proceed Unie the Lnited State ves Dp rel SC ( I- 
tract 750 Has made fruitless it ries to deter ne if ar United States 
I ul ¢ lers Skagway area indefensable from 1 iY t 1} t (p. 751 
It is ¢ el al ir the interest of the entire Lnited Stat that the Skagway area 
an ended. It eographical situation provides natural defense against air 
bmarine attack 751 funnels we ! ! mb- 
t I Inside pa to Skagwav cannot | pel ted | t arines 
If Ala ere oO fall to enemy then the « tire | tea e te he 1 n 
reach of | ng attacks by planes based on Al a (p. 752 
Witne presented May 1949 report on aluminum project | \ ka Develop- 
Board \leoa has continued interest in Alaska project ». 752 
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reference to what Alean can do. Was told that after the United States told Alcar 
we would not make commitments for purchases, Alca ade comn nent to 
England which would affect deliveries to the United State Does not think that 
we should take aluminum from Canada to exclusion of increasing domestic p- 
ies No matter how much aluminum we get, we will not have too much (p. 763 
Does not think we will have too much aluminur by ta ya we can get from 
(‘4 la and the United States combined Received lette fro! Hy Ce CO ' 
‘ is to potential Output ol British C mbia pla h ma ave ' 
ed to CGrenera Harri 0 be | ad rol Ci ( i Ha I Be 
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1951. 280,000,000 pounds in 1952, 350,000,000 ; 1953, 530,000 
000 pounds in 1954, and 680,000,000 pounds in 1955 . able ; 
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MONY O M LY I ANN ADMINISTRATOR, NATI PRODI 
UTHORITY 
was set up by Secretary 0 Commerce, Sept ber 11, 1950, t i 
tarv oO ( ry , ir yt } funct yr)< 1 ler lefer }?y du tio: \ 
+0 | I I f t i x ire that ilitar I ents f 
ar wnd to provid tabl listril , e « ' 
774 | uv | ! 
for ‘ 4 Tue ipacit led tor i | 
lepa f I iSsig NPA r i 
‘ in mp. @é4 PA | 
i is rea : , NPA ord nt | 
unuta I 200 it a April | ar I i 
l I i i! s ava t avera ] y first ha 
774-77 
rid War II 1 t br do i pl 
PA ) , ur \ Ioner Commilssio 
é i a rod icilities, so as to rest aluminum, for 
{ i | 77 | pects LO \ pe at bv Ju l a 
l iter pilar ! ir » World War Il pla Controlled-material 
DY ends a rt ! ! i re julrements to d rile whether there 1 
gh alu i copp anid | to accomplish & rta program. T 
lO I a ut s ply ton iterial utilizes AlmMatr nev device ait 
h various Gé nt agencies make claim for avi materials whic! 
fivi 1 up | (General Harrison Described difficulties met bv military u 
t t rv I irements for aluminum 
PA per ¥ 1000 compares to peak WPB personnel of 23,000 Believ 
I e almost half of WPB maxi 1 personnel to do its jol 
775-776 | le! tribute materials for t i quarter \ PA must hav 
nts in by April 15 In possible to have controlled-materiais plan i 
yneration before July 1 (p 776 
request for priority assistance Dy aluminum producer was by Reynold 
Ja iry 195] ». 776 NPA has giv blank priorities to muita! 
spot : unce O livid lividual bottl 
- \ re ority to essential 
W {| rating wl ch he 
f I hv } e! since genera 
plac liate de re 
iu a Su y n 
NPA over period me 
‘ } re luce 1 amor 
led Ka or new aluminum facilities W be pattern for other 
producers Che 80 percent amortizatio! reduction in Kaiser’s case 


f ( ral Har ym (p 778). Witn 
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ng disadvantagt 


; 


ew pI! cers add al consideration to offset their hHnancihs 
779 N head of NPA Light Metals Divisio Aluminum facility 
7 n applications are fr! hmitted to Defense Minerals Administratio! 
Defense Productiot! Administration, whic! has replaced Nationa 
y | I Board, as 1 ewing authority Tl do not come to NPA 
\ { art have been to make every pos ible assistance 
vise, to aluminum-expansion proje > 8 
is NPA priority systen » Canadia lefense pr‘ 
770 Ha el wi occasion LO ¢ "( ‘ t defe S prio! pla 
g 1 States from Canada (p 7TS8C If an Americal 
ince of Canadian priority s3 NPA would he 
t i J \ where cu T ( 1 i raers 
| T=) 








During last quarter of 1950, NPA authorized $10,500,000 Or f pr \ 
applications for Canada for defense use, but did lea ; Ther 
were 365 such applications in last quarter 1950, includi si] December If 

ration requires it, by July 1, NPA wi ave mechaical 1 available f 
( ! ing civilian di tributior of alu minut pply f v Wfter satisfaction of 

tarv demands Congressmal Wilson said that e 7 of Defense Produc I 
Act ( power of allocation of critical materia I ( ‘ Ove al r 
atisfaction of military requirem<¢ No poliey has be 4 ( 

7 tributiol Witness said ch allocations i at i 

ch, b be in terms of end product (p. 782 

NPA ] y and authority make availal fa ! i 

lent fabricators based on hi ric pattern (p. 782 rmal ¢ I 

A mul scare I a ISeT are tpt r ia 
( paris to smaller us p. 782 i} er 

\i-7 wa mal ivallable to ¢ ( ( the same 

Such a aion ope factorily uw ( ; 
, o 
1 « ‘ Order M-—7 fi 
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f make s} checks « d ! ( com) ( ! \\ 
rie v ivise whether aluminum | ( ViSOr ml 4 NPA 
representa es from s independent ¢ lers (p. 784 Wit assured 
thi ep ent extruders Will be repres oO ( ll ‘ the re ‘ 
NPA 1 m business section v h is endeavo { othe ( 
I | ( t vo! for small compare v ( are ( ( ‘ i j 
7S! i PA Is ¢ courag y si i conipante ( ( ai iin 
p 78a Believes Government should encourage miail I - ‘ ralu 
mil heid (pp 7S7—7&88 bel S the ited Sta alwa ‘ 

wm Ie r thing to he eeded ete e efforts j } | ra bv 
raised generall Is not familiar with the Government charge for loan puaranti 
p. 788 Dr. Bovd and General Harrison thought origi vy that NPA she | 
ive granted | ket priority for construction of ex] ‘ fac ( hee 

n Januar 195] forn request for prior Ssist ‘ 

NPA has receiv s no authority over defense ¢ ract sched 
ili for " that is witl pur ici of Def f 
P \ General Har ft 
ri F irre ree ( 
ley / , 2 t ‘ . eCOnO! Py ‘ j 
eep conc I ! imi ¢ ch ere 
at a vi i leas p. 789 W! 
most prime co oO , eSS ‘ ‘ 

Dp Cl n subeontrac vy al the ft | prime 

ce acti for st p. 790 

NPA does not expect to have until April 15 a usable statement of aluminu 
ré irements broken down into shapes and sizes scheduled out over a quarterl 
period Interim orders of NPA as to aluminum are based large por esses 
a at re llrements will b p. 790 NPA has made no st \ {f (anadia 
aluminum situation to determine whether civilian supplies of aluminum are more 
a! lant Canada than in the United States and did not, prior to p shing 
200 items on the prohibited list, endeavor to determine whether | 1 State 
Canada | rity system could be invoked to obtain aluminum for ¢i an supplis 

( la ‘p. 790 Has no first-hand knowledge of General Har ) ! 

: s with Canadian officials. International discussions between United States 
ind Canada would be proper method of setting poli controlling movement of 

minum rather than resort to NPA regulation No. 3 (pp. 790-791 

‘ tificat of necessitv for amortization purposes } ive been received trom six 

en applicants in addition to Kaiser, Reynolds, Aleoa, Ape und Harvey 
DPA is ranted Kaiser application and witness f ‘ ers W LOloOW 
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rre sponsible people or people who do not inte nd LO Invest Own ¢ juity capital in 
appreciable degree, but that we do want the Government to help responsible 
plicants (p. 804 
Congressman Wilson commented that the Federal Reserve Board should review 
the V-loan program in the light of present requirements observing, however, its 
" eSpOnsiDilits to protect laxpa ers’ money mp. SOS Lhe \\ rid War II 
Government profit of $24,009,009 from guaranteeing loans was earned from guar- 
eeing loans aggregating 10', billion dolla 
\{ir. Hackley, Counsel for Federal Resery Joard, said that he did not believ 
power of the Board to set rates for Government loan guaranties w yuld p:rm 
| ara air thesep ir indir dual cases. although the B rely ht } . ‘ ' “it 
| ird tO Walve Lie IN INGIVIGUAL CA ,~ a htouszn i 2O4aTU nl ive A@Uubhorivy 














waive these In a general ty prt of case with concurrence of t £ ing 
; Chairman urged reduction of 50-percent ehar » for fu it 
Hackley explained that the purpose of the high fee for 100-percent loan guaranti 
; courage lenders to take an increased share of risk (p. S05 Primar 
ison that schedule of fees is high is based on concept that V-loan pr 1 Was 
purpose of financing borrowers in need of working capital rather than long 
’ al 

he $s} Sten Imposes a rreater handicap on nail new compan t an estabiis ed 
panies (p. 805). Private lending as contrasted to Government lending d 
creases intlati ary spiral Loar yuaranties are given by (,overnument to encourag 


private lenders (p. 806 

Congressman Wilson stated that it would be better for Government to loan 
commercial rates than a@ssu'ne entire risk Of priva Loans, ¢ 
ionary tendency. Witness said it would be better to handl 
or similar progran Conzressman Wilson felt that the Board 


entire matter (p. 5 \7 The seven guaranteeing age les are 
Force, Departm nt of Commerce, D partment of Int or 
Avriculture, and GSA. GSA ouly one which has agreed to make 


ip to present, No applications for facility loans have been received 








rve Board schedule of rate ior guaranteeing los Ss | merely 
mandatory in the sense that they can be ad te he Board 
co 1iLat with other agencies Congressmal Wi sO! hd ot ders j 
hy it is so difficult to secure private financing for aluminum-expansion project 
iDbstantia enaranteed by Government Oa when there carceity of investme t 
for tending concernus } S07 Witness replied tha the eredit p 
m of the borrower an important factor (p. SOS ihe Board merelv a 
is agent for iaranties of loans whereas RFC guarantee oans and makes dire 
ins itself Nir Hackleyv de cribed function of the Ri ara 1 ruaranteemy oa 
i re 1 i for the larantecing agen Dp. SOS | 1¢ 
Q2 1 RI ( d make direct loans « participate in direc i ith finan 
i r certification fro oO ‘ I tt le p. SUM 1) \\ 
Wa Il Defe { Plant Corporati participated Tiare ra { i 
f RFC (p. 809 
MONY \\ \ ANDERSON DIRE ¢ R OF Hit I LI 
\\ ‘ 1 ry pare } ater eord p. SOU 1) } gz " 
ulul 1 Industr t r pA 10 vear p. Sol 
' take conti i ! re eC ain | | pm. S35 
! ! ce aluminum industry I \\ new producer wd al | tr 
etitive tuation in the industry Relation hip of aluminum produc { 
I Li¢ us a { pul ( power! D R35 | cis}! t Cae eT Mm) is to 
One ‘ n m-expansion program are important effect co et ) ! re 
Phe neconomic iocation of i aiutl i! Tac ties contributed 
to present earcity | S36 
\ ( lisplaved chart demonstrati ! mi re reine is Ce red 
i uly bev n (fa p. 836 There wv )) 
af) S37 P pr ' prod t eanar i Sta 
0.000 , aliv. The author 1 new ecapacitv provera ate add 
OOO to " | p. S3S It } xpected that in LU53 } B50 000 
I a ry alumi ! iva Pyle Without consider t hie addy t 
t i nl ! hortave 1953 1 hea t 225.000 
t ites (p. S3S An al { ce of a 
\\ \\ ir I] m Ss? 
i Senate e ittee renort f Dew her 14s ‘ riaus 
World War I] he differe ( 
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Ipoh peace me conditior p. S40 Criticized 
take I ity for expansion of aluminum e¢: 
ey to competitive survival in aluminum industr 
uninum facilities in Texas, using power generated { 
justified only by desperate needs for defense a 
r, Su piants are not compe e and cannot s 
S4] Co i f ure ‘ g sizeable 
tiol p. S4] (chinese ( st i R 
n Yalu River in North Korea Does } know 
e (p. S41 Lac f fir eme g 
pon as excuse for failure of ¢ rnment off ls 4 
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Any Government policy to enter into long-term purchase contracts with A i 
would enable the construction of British Columbia project and must be examined 
with respect to relationships that have existed and still exist amongst the owners o 
\ican and Alcoa p S47). Alean-Aleoa affiliation is significant even durir 
10-year pe riod of court’s retention of jurisdiction over case Does not think that 














the United States should enter into contract with Alcan to purchase output of British 
( bia plant (p. 847 Future of competitio domestic aluminum industt 
yosition to United Stat aid of British Columbia project 2) 
ible area in the United States for low-cost expansion of alumir m product 
t Pacific Northwest where 2- to 3-mill power ca r tilal ‘ 
5 vear St. Lawrence power proposal is no satisfact solution beca rf 
( ’ ‘ irge } fustrial user i p ( np. SIS—S4U 
re ! to questions of Mr. MeCulloch, witnes i that | \ 17 m 
1 < truction of new aluminum facilities in t} United Sta 
yould cost American consumer more than aluminum produ (a i 
ti qualified the statement by saving that if the increased cost ere 2 I i 
1. ¢ par snou 1 ccur il tie United States b Cause that vould |} eD 
etitive position with Canada, but that a 5-cent-per-pound increa in < 
1 raise a estilo! p. S44 \gain in response to qu ions DV © ongressma 
\MieCulloch witness advocated domestic construction of new facilities based 
tric power derived from use of natural gas or coal if such power can be pro- 
i Lfor 3 mills per Kilowatt | ur. Mentioned techno! » my edi ol AS 
con power purpo p. S49 
Chairman commented that, while power produced from gas and coal may be 
re expensive, the United States can derive other advantages, including employ 
ment and taxes, plus promotion of competition in domestic aluminum industry 
». S44 (‘hairman also stated that e I ial ) and R vnolds it ) ilumit i 
industry caused drop in prices and that Government support of domestic industri 
t me Witness belie that British C mbia project will be built eventuall 
t United ut elp beca l er omi nd I ‘ 
i ] ver - aeveiop ) st ( liye i I ! ] ~ ? H 
» | ) lepende! t d ! ) t I egrs Dr 
n. 850 
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! needs yr 


Estimate of aluminum needs: Projection of nondefense aluminum ds { 
1951, 1952, and 1953 are 1,140,000, 1,190,000 and 1.270.000 tor respectivel 
hased on relation between aluminum use and Federal Reserve B vard Index of 
Industrial Production 1935-39. Adding military needs at “50.000 tons extra for 
hose year brings totals to 1,690,000 1.740.000, and 1,820,000 t 











each l 
respectivel Produced chart illustrating trend of consumption (p R15 4 
imu we followed closely the LW46—-4 growth line of over-a industrial pro 
fuctiol Suppl and demat 1 « lin in balance I O49 Deseribe 
method of projecting 1951, 1952, 953 needs keyed to index of industria 
production (p. Slo Addition of 550,000 tons to each of years for deter 
based upon 500.000 tons for war needs used annually 1942-44 pe riod, wher 
here were great shortages for military needs By 1953, all of the presently 
; ated 525,000 tons capacity expansion 146.000 tons in new plants, and 79,000 
Im re nts will be in production. These figure I t in 195 
tage of 220 ns (pp. 815-S16 
Interior witness estimated 1951 shortage of 945.000 tons and 1952 first half 
ring 0.000 tons (p. SLO lable of United States alu im productiot 
29-50 broken dewn into primary secondary, net Import from Minera 
Yearbook p. SI6 fable correlating aluminun Ist vith Feder Ry : 
bk | Industrial Production 1919-40 (p 817). and 1946-49 (p. 817 


Competition in aluminum industrv: In 1944, Alcoa and Alcan contro ed 64 


ercent of world’s primary aluminum capacity I 








| f 
bet a monopoly in 1940 in primary proau tion ip. S17 | ized the oppor 
tunity it had for abuse Reynolds entered field in 1940 to break Aleoa’s exclusive 
monopoly. Government s sale of war surplus piant » Revnolds and Kaiser 
brought total United States primary capacity 1D 1951 to 770,000 shared by a 
19 percent), Reynolds 29.6 percent) and Kaiser (21.4 percent Court is 
jurisdiction over Alcoa case for 5 to 10 vear Because of integrated fabricating 
faciuties ol Bie Three there is not heal competition ¢ lustr p. SIS 
17,000 independent fabricators dependent on Big Three for ail | mported 
primary aluminum 
None of Big Three supplied subcommittee with details of sales in recent irs 
to independent but Revnolds said 6 to LS percet and ha r said 12 
Alcoa UT olveme probab induced be re Did | 
hres pply independents only It riods of oversup] | t ! ‘ 
with end pl lucts of independents. No pr ( ompet RB | ’ 
mary aluminum \leoa is price leader (p. SIS More pro 
fabricatio! Power cost Is great : e factor in a m prod I | 
| ret ( OTT l eTr-COs ) du T10O because of pre 1 ari = 
( i and fabrication plant New entrants @ it sadva i 
‘ J ‘ \pr { Te) i ( advantade B | ‘ i 1 
t Ln nent STOCKD Ls Big | ire Wir LL | ( ! 15 
Three rather in absence of ingot price compe ition imp ~ ‘ i ie. 
1 len Liu l proau ! wid les pOssi Dit is Lill l Ss { 
Ap] ul sul m md I \ r more el ( il 
i ron e | ht Metals Ag Competition requires pl ! 
brace i peting users (p. 520 Pr i Nia sta 
Pr nt and expanded capacity program Will lire 3 h 
Sut ost power potentialities ar United Sta ‘ 
ava ‘ ner than in Canada Most power ed in States , 
alun Ww ts less than 3 cents per pound (p S21 
Even though necessary, the construction of atuminum plants u v erated 
power is no solution to problem of competition Such progra would insure 
Alcan project Power potential of Pa fic Northwest should be fully and tmmedai 
ate developed p S21 Private utilities opposed to pubis powell levelopme! 
ol that area World War II officials made mistake oO! a ithorizing Shipshaw 
instead of domestic hydroelectric expansion. Alean competition will Close Gown 
high-cost coal- and gas-based domestic plants after emergency) s tariff 
re raised (p. S21 Recommends committee secure further testimony on powel 
Columl i Riv I offers 30.000 000 kilowatts ol low cost powell Lo | il ( 
power transmission lines needed Research needed into ¢ r pot il power 
i? *% yl gasi 1eatlo p S21 | if 
pr “ onip price WLs¢ Wil hvdre pe ( Na " wer I I 
1» ept mead mn ba yal l me growl DD Ss? | rele ) 
lissipation of United States advantages " 1 prod io 
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States. Venezuela mentioned tecitation of consideration involved in questi 
of s ipport or opposition to foreign aluminum developments 1. e tariff, Unit 


States aluminum competitor in world markets, health of domestic econo: 








p. 822 
Description of international aluminum cartels 1900-39. Alcan states it do 
not intend to joU another tel, World don Inance of Alear especia 
augmented by British Columbia project, good example of collectivism 4 
cannot avoid becoming member of next cartel Urged subcomn 
cartel possibilities (pp. 822-823 Foreign imports sold in the Ur 
premium prices because of shortage Alean chief source, with 
pounds sold in the United States in 5 years, and 325,000,000 pounds in 195 
about 15 percent of total 1950 United States supply p. 824 Because B 
Three fabricated most of ow! production, Alcan chief supplier for independe 
Prospects of further supplies from Alcan din 
lmbia project p 824 La of real ¢ D 
atise Of interio iu tou holder + ; 
a y American alu Im J t ig 
R ids and Kaiser ppe i | 











- reign corpora wit rientation almost ClUSIVE to ca ! 
arkets (p Brit ( hia project we 1 « t ( dian exp 
the TI 4 States , ta num whic ani riff arr °’n iy ’ 
{ i = Amer i capita Lack of antit iws Canada pr 
Alean mo there and places United States pr rs on unequa 
g. Canadia t prevent Alean from jo el (p. 825 
Inadvisable for the United States to subsidize f mono} irious to d 
© ¢ 
\\ . ' Ry ( 4 project o ‘ | 1 States v-C0s< 
er res rees a sted S26 Quoted State Dey ‘ } tior 
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MONDAY, JANUARY 22, 1951 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON THE STUDY OF 
Monopo.y POWER OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 
The special subcommittee met, pursuant to call, at 10:10 a. m., in 
room 346, Old House Office Building, Hon. Emanuel Celler (chairman 
presiding. 
Present: Representatives Celler (chairman), Bryson, Wilson, Willis 
Keating, Goodwin, McCulloch, and Hillings 
Also present: Curtis Shears, counsel to the subcommittes 
The CHarrmMan. The Subcommittee on the Study of Monopoly 
Power will come to order. 
This is our first meeting of this session of the Congress 
We have here the distineuished senior Senator from Montana, th ; 


Honorable James Murray; but before proceeding | am sure he will 
allow the chairman time for a few remarks. 

This inquiry is into the proposed expansion of facilities in the pri- 
mary aluminum industry and its impact upon monopoly power. It 


was originally scheduled to start on November 1, 1950, but was 
postponed when Government officials indicated that policies of ex- 
pansion in the industry would be guided by the signposts of com- 
petition. Recent events, however, have demonstrated the necessity 
of pursuing these hearings to conclusion in order that prior mistakes 

v not be repeated and monopoly power fostered 

The primary purpose of the subcommittee is twofold production 
and competition. We want ample production for mobilization and 
C1yV ilian hee ds as quickly and as cheaply as possib eC lf We Cah avola 
we want no monopoly, monopoly partner, or cartel to be encouraged 
ough Government aid. 


Ihe subcommittee seeks Lo increase competition qauring this exXpan- 
mm period insofar as this is consistent with the best interests of the 
lefense needs. We regard the military demands as of first priority, 


but we are also conscious of the serious impetus to the acceleration of 


conomic concentration which would result from ill-advised building 
ip of the monopoly power of a recognized cartel member. 

We are interested also in secing that the 17,000 nonintegrated 
bricators of the aluminum end products in the United States are 
ured of independent sources of supply of raw materials during this 
riod of critical shortage of aluminum. As all present producers 
primary aluminum are also fabricators, they are in competition for 


at 


} 


business as well as raw aluminum with their customers, who are, 
therefore, gravely threatened during this period of shortages. We are 
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advised that there are a number of qualified applicants await! 
certificates of nec SSLUN who propose to get into prod iclion Mm a ¥ 
to 1S months 

The order or proof will flow from Canadian expansion in the Sh 
shaw-Arvida plant of the Aluminum Co. of Canada with Unit 
States Government aid in 1941 down to the present expansion 
gram. We hope we are in time to prevent a repetition of sin 
mistakes to that one, made during this emergency 

\t the expense of repetition, I say the main purpose ts to increa 
aluminum production for ] stockpilin 
9 


T 
! 
} 


r and other mobilization rit 


and lor cCilVilan uses. 
\t the same time, there should be no Government aid to monopo! 
monopoly partners, or any cartel, for enhanced production, if th 
Ss": wrt meee EN ae } se ] sole] « nal . 
same enhanced production can be secured as quickly and as cheap 


by encouragement to both old and new primary roducers, and 


the reby can keep the channels of competition open The Largel 
production quickly, cheaply If monopoly is the only way. so be it 
Then there Is ho choice. We want to find out Wi preter the wv 


of competition 

In this iq uiry there may cle velop diverge 
manufacture of aluminum in the United States and Canada. Wi, 
want all the facts 

Wi shall endeavor to respect the letter and spirit of the Hyde Par 
agreement for the encouragement of neighborly industrial relation 
and cooperation between the United States and Canada But sure] 
that Hvde Park agreement did not envisage any encouragement o 


ent opinions as to primar 


m mopoly Monopols offends against the laws of Canada and tl} 
laws of th United States. Furthermore, I doubt that the Heya 
Park agreement sanctions putting, as it were, all eggs or most eggs 
one basket in Canada, by building one gigantic plant In a particular 
place in that country. It is obvious that security reasons woul: 
forb d 


Wi aesire most cordial relations with (‘anada and her comp: Tit 


especially in our common mobilization effort 


Ui 


ertain We subsidized the build ne of the plat 


called Shipshaw LO! the \luminum Co. of ¢ anada aqauring the secon 

World War Under a recent Federal district court decision, it Was 
developed that Aluminum Co. of Canada and the Aluminum Co. « 

Ameri ar inder the same control, with many indices of monopol 

sei ° ! 


Is it true that now only a trickle of aluminum is available for us 
the present emergency from the very plant we spent so much to build 
We want to know where does the Shipshaw material vO Did an 
go to Communist China after the communist attack on South Korea 

Our inquiry will cover the great and growing demand for th 
wonder metal, which demand has stretched present capacity to th 


bursting point. 


») 


We want to know from experts how this demand can best be met 
We shall canvass 


| 1 
] lr} source of s Ippiy of bauxite, the base whence comes 
‘ » ] 7 
2 Power nd power sites and transmission faci es, th 
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(3) Proximity of proposed plants to tidewater and/or rail- 
harbor facilities whereby large tonnages of raw materials of 
carbon, coal, bauxite, cryolite, etc., can be moved at low cost; 

(4) Convenient and economic delivery from the smelter to 
various markets; 

5) Labor supply. 

Parenthetically, 1 might add that it takes 4 tons of bauxite plus 
about 1% tons of other supplies, plus electricity, to yield 1 ton of 
aluminum. 

From reports received, we are entering into a light-metal age—an 
aluminum era. It is finding many new uses. Aluminum is now being 
used in about 4,000 applications for broom handles, sashes, golf bags, 
luggage, airplanes, freight and passenger cars, busses, trucks, bins for 
rrain, cases for milk bottles, containers, barrels, tubes, cables, wiring, 
packing sheets, foil, all kinds of household appliances and utensils, 
bridges, furniture, ornaments, and so forth. 

\pparently this great and growing civilian demand would absorb, 
even after the emergency and during peace, the production of all of 
the facilities now contemplated to fill the mobilization demands. 

What has made this silver-white metal so attractive and necessary 
to industry—in war and peace? It weighs only about one-third as 
much as nickel, copper, zinc, steel; less than one-quarter of lead. It 
resists corrosion, is a good conductor of electricity and heat. When 
used in another way it is an excellent insulator, reflecting heat and 
light. It can be made strong and hard by alloying it with small 
quantities of metals like copper, silicon, manganese, and nickel. 

We shall also delve into the activities of the Aluminum Co. of 
America, and its affiliates vis-a-vis monopoly and monopoly power. 

We welcome all views on this important and timely subject. 

Among the witnesses who will appear before the subcommittee are: 

Hon. James E. Murray, Senator from the State of Montana; 

Hon. Jess Larson, Administrator, General Services Administration; 

D. L. Marlett, Acting Deputy Administrator, Defense Electric 
Power Administration; 

Richard Reynolds, or.. president, Rey nolds Metals Co . 

D. A. Rhoades, vice president, Kaiser Aluminum Corp. ; 

I. W. Wilson, Aluminum Co. of America; 

Nathanael V. Davis, president, Aluminium Ltd; 

Livingston Sattherthwaite, Department of State; 

Hon. William Harrison, Administrator, National Production 
Authority ; 

Hon. H. Graham Morison, Assistant Attorney General in charge of 
the Antitrust Division, Department of Justice; 

Hon. Charles Sawyer, Secretary of Commerce. 

Now, we shall be very glad to hear from you, Senator. I under- 
stand you have submitted your statement, which the members, I am 
sure, have before them. 

Mr. Keatina. Before the witness commences, may I make one 
observation? 

The CHarrmMan. Yes. 

Mr. Keatina. | trust that the chairman will be glad to hear any 
additional witnesses who any Members of the minority may feel would 
contribute to this investigation. 
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The CHarrmMan. I am very glad to get that suggestion. I want 
hear all sides—any comment, both pro and con. I don’t know w! 
the controversy may be, but if any controversy will develop, we wou 
like to hear both sides of any question; and if any Members of t 
minority have witnesses, | am sure Mr. Shears here will be glad 
make the arrangements for them to appear. 

Mr. Kearinc. In order that we may better understand the cha 
man’s statement, I must confess my ignorance on this subject 
realize that the gentleman from New York has much closer knowled 
of the facts regarding this Hyde Park agreement. I am not fami! 
with what the Hyde Park agreement contains. I have heard ol 
good many being made there, but the one to which the chairm;: 
refers is the one on which I would appreciate a little more enlight: 
ment. 

The Cuaarrman. In the first place, I am not an expert on the Hy 
Park agreement. I only referred to it because I wanted to let th: 
public know it is not our purpose to create any injury to our pleasar 
and neighborly relations with Canada. I anticipate there might | 
some criticism and, therefore, | am sure the distinguished Memb. 
will agree with me that we do not want to do anything that Wi 
militate against our relations. 

The Hyde Park agreement, as I understand it, was to the effect 
that the two countries would dovetail, each with the other, to supply) 
as best they may materials and productivity for any mobilizatio: 
effort that may be necessary for the common defense of the continent 

Mr. Keatina. Is that a recent agreement? 

The CHarrmMan. The State Department representative whose nan 
I mentioned, Mr. Livingston Sattherthwaite, will testify as to th 
Hyde Park agreement. 

Mr. Keatine. That was negotiated when? 

The CHarrMan. That was in the Roosevelt administration. 

Mr. Keatinc. Before the war? 

The CuatrmMan. Before the war. Before which war? 

Mr. Kearinc. Not the Korean War. I mean World War II. 

The CuHarrmMan. | think it was between the two World Wars 
Now, I can check on it. Iam almost certain it was before the Secon 
World VV ar 

Mr. Bryson. Can you have Mr. Shears get us copies of that? 

(The agreement referred to follows:) 


{Released to the press by the White House, April 20, 1941] 
EXCHANGE OF DEFENSE ARTICLES WitH CaANapba ! 


At the conclusion of a conference between President Roosevelt and Prim: 
Minister Mackenzie King of Canada on April 20, 1941, the following stateme: 
was issued: 

“Among other important matters, the President and the Prime Minister dis 
cussed measures by which the most prompt and effective utilization might bs 
made of the productive facilities of North America for the purposes both of loca 
and hemisphere defense and of the assistance which in addition to their own pr 
grams both Canada and the United States are rendering to Great Britain and the 
other democracies. 

“It was agreed as a general principle that in mobilizing the resources of thi 
continent each country should provide the other with the defense articles whic! 
it is best able to produce, and, above all, produce quickly, and that productio 
programs should be coordinated to this end. 





Source: | Depart: t of State Bulletin, vol. 4, January-June 1941, pp. 494, 49° 
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“While Canada has expanded its productive capacity manyfold since the begin- 
ning of the war, there are still numerous defense articles which it must obtain in 
the United States, and purchases of this character by Canada will be even greater 
in the coming year than in the past. On the other hand, there is existing and 
potential capacity in Canada for the speedy production of certain kinds of muni- 
tions, strategic materials, aluminum, and ships, which are urgently required by 
the United States for its own purposes. 

‘While exact estimates cannot yet be made, it is hoped that during the 
12 months Canada can supply the United States with between $200,000,000 and 

This sum is a small fraction of the 


next 


$300.000,000 worth of such defense articles. 


total defense program of the United States, but many of the articles to be pro- 
ided are of vital importance. In addition, it is of great importance to the eco- 

ic and financial relations between the two countries that payment by the 
United States for these supplies will materially assist Canada in meeting part of 
he cost of Canadian defense purchases in the United States 

Insofar as Canada’s defense purchases in the United States consist of component 
parts to be used in equipment and munitions which Canada is producing for 
Creat Britain, it was also agreed that Great Britain will obtain these parts under 
he Lease-Lend Act and forward them to Canada for inclusion in the finished 
article. 

Che technical and financial details will be worked out as soon as possible ir 
accordance with the general principles which have been agreed upon betwee1 


President and the Prime Minister.” 


The CuarrmMan. Yes. He will supply each member. 
Mr. Keatine. Does the chairman feel that that agreement entered 
into at Hyde Park might have a bearing on this investigation into 


monopoly? 


The CuatrMan. Probably not. 
bearing on it whatsoever. I anticipate, as a result of correspondence 
that the subeommittee and the committee counsel have been receiving, 
and from conversations we have had, that certain criticism might be 
offered about activities in Canada. So, | thought, since this ts the 
Judiciary Committee, we want to be as objective as we possibly can 


I do not think it would have any 


about it. 

Since that criticism might have a tendency to touch the sensibilities 
of those over on the other side of the border, 1 thought the chairman 
was well within his rights, and that it was within the bounds of pro- 
priety to make some little statement by way of reference to the Hivde 


{ 


Park agreement. 

Mr. Keating. 
that our primary concern in all of these inquiries, either with regard 
to aluminum, or any other strategic and critical material, must be 
primarily at this present time to see that the proper supplies are 
obtained. Jam sure we all share the chairman’s view that if that can 
be done without fostering monopoly, then certainly that is desirable. 

However, we must be very careful, it seems to me, in this sub- 
committee, not to take any step which might in any way interfere 
with the great national effort in which we are now engaged. 

The CuHarrMan. Is there any other comment from any of the 
distinguished members of the subcommittee? Otherwise we will be 
very happy to hear you, Senator. 

I want to say that the Senator is the chairman of the Committee on 
Labor and Public Welfare of the Senate. He has had a distinguished 
career in the other body, and any remarks from him before this group 


I am sure we are all glad to hear the chairman say 


naturally will be welcome. 
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STATEMENT OF HON. JAMES E. MURRAY, UNITED STATES 
SENATOR FROM MONTANA, ACCOMPANIED BY DEWEY ANDER- 
SON, DIRECTOR OF THE PUBLIC AFFAIRS INSTITUTE 


Senator Murray. Mr. Chairman and gentlemen of the committee 
I am very pleased to appear before this Important committee that is 
conducting studies in connection with the Government policies on 
aluminum expansion. I think it is a very, very important subject 
and I want to congratulate the committee on the fine work it is doing 
in pursuing these studies. 

Muy interest in the establishment of sound policies respecting the 
expansion of aluminum facilities has been evidenced over manv years 

You will recall | was the chairman of the Small Business Committ c« 
in the Senate. I had that committee created before the last World 
War. When the World War came on, we become very active in con- 
nection with problems that developed in relation to war production. 
After the war was over, we pursued very extensive studies in connec- 
tion with these various matters, and particularly these problems con- 
nected with the aluminum industry. 

It was as chairman of the Senate Small Business Committee that I 
directed the attention of the United States Senate and the committee 
to the future of light metals 6 vears ago. Seventeen davs of hearings 
were held during 1945, reports were published and recommendations 
made which formed much of the basis of surplus property disposal by 
the Government which put two new aluminum makers into competi- 
tion with Alcoa. Up until that time the only producer in the United 
States was Alcoa. 

We continued our interest in the aluminum situation and published 
a report, Future of Light Metals and Government Plant Disposals, 
on the last day of 1946, which is the latest official analy sis of aluminum 
problems, many of which remain unsolved to this dav. The factual 
information contained in this report forms a body of data so pertinent 
to this and other hearings that mav come along that I cannot urge 
too strongly that this committee incorporate these parts of the report 
in its records. I will submit it for the record. (Senate Committee 
Print No. 14, 79th Cong., 2d sess., Future of Light Metals and Gov 
ernment Plant Disposals, Senate Small Business Committee, Decem- 
ber 31, 1946 

I will speak now of the importance of aluminum to our « 
our econonue crowth 

We are discussing a metal whose properties are such that some 
people have called it magic. The lightness of aluminum—one-third 
the weight of steel; its high heat conductivity four times that of 
steel; noncorrosive character; its high tensile strength in alloyed 
form, and easy workability nto all manner of shapes and sizes have 
made it often a better material and a direct substitute for steel, 
copper, and wood. For many uses it has no equal, and for some uses, 
such as the airplane, it has made large-scale development possible. 

Here is a metal whose basic raw material, bauxite, is found more 
widely distributed over the surface of the globe than the raw material 
of any other metal. It is present in some quantity substantially 
over the surface of the earth. But the United States—in fact, the 
entire North American Continent—so far as is known, does not have 
more than small amounts of commercial-grade bauxite, while the 


lefense and 
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hichest-erade ore is found in large quantities in Latin-American coun- 
tries and far-away islands of the Indonesian areas. If there were 
any further proof wanted of the essential interdependence of the 
world’s economies, and the need for the conditions of peace to permit 
the fullest development of our resources, this international character 
of the aluminum industry would furnish one example. 

The CHAIRMAN. Senator, would you care if we interrupted you 
by questions, or would you want us to wait until you concluded? 

Senator Murray. You may exercise your own judgment on that 

The CHarrMan. Whatever you may wish. 

Senator Murray. | am perfectly willing to answer any questions 
as far as | am able to do so, at this time. 

The CHarrMAN. Is it not true that there is a considerable quantity 
of bauxite in Arkansas now? 

Senator Murray. Yes, there is; but it is a very insignificant supply 
in comparison with the demand as a whole. 

Aluminum is as responsible for our victory in World War II as 
any single factor in that conflict. You will all recall with what wonder 
on the part of many people, what skepticism some showed, and what 
confidence most of us had in President Franklin Roosevelt’s call for 
50,000 airplanes to be built for our common defense in one early vear 
of that war. Aluminum eventually made that happen. Its vast 
expansion during a brief period under Government direction made 
this possible. Consider these figures: In 1935, with only one com- 
pany making aluminum in the United States—Alcoa—production 
totaled 1,192,364 pounds of aluminum. By 1944, primarily as a resul t 
of Government action in building plants, United States production of 
aluminum reached 1,554,701,600 pounds 

Mr. Hinurnes. I wonder if I might direct a question to the Senator 
from Montana? 

The CHatRMAN. Yes. 

Mr. Hituras. | would like to ask you, Senator, if you know ap- 
proximately how many such Government plants were in operation 
during the war? 

Senator Murray. Well, we have a list of them here. I will furnish 
it for the record at this point. 

Aluminum Reduction Plants: Burlington, N. J.; Jones Mills, Ark.: Los Angeles 
Calif.; Queens, N.Y Riverbank, Calif.; Spokane, Was! Massena, N. Y 
Troutville, Oreg Tacoma, Wash. 

Senator Murray. Canadian production, also by a single company 
Alean—which had been founded by the present American company 
and a majority of whose voting stock is even today owned by the 
same persons who own Alcoa, was 471,656 pounds in 1935. But 
largely as a result of most favorable terms granted the Canadian 
corporation by the United States, wartime production was stepped 
up so that in 1944 the Canadian output was 921.272 pounds-—Source 
War Production Board, the Special Aluminum Committee, The World 
Aluminum Industry, April 1945, pages 2, 6. 

But this should be specially noted 56 percent ol the vastly increased 
installed capacity in the United States in 1944 was owned by the 
United States Government, whereas the giant aluminum capacity 
that had been built from small size in Canada since 1935 was wholly 
owned by a private company. This company emerged from World 
War IT by far the largest low-cost producer of aluminum in the world, 
made so by several events, not the least important of which was the 
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unusually favorable treatment accorded that company -by our war- 
time Production Administration. I will develop the implications of 
these matters for current aluminum policies later in this testimony. 

The point of significance at this moment is that our ability to meet 
wartime demands for aluminum was achieved not through usual 
private business expansion, for the prewar aluminum industry in the 
Western Hemisphere was in the hands of two commonly owned 
corporations whose monopoly power-——Alcoa in the United States and 
Alean in Canada—had prevented new entrants into the field, with th: 
resulting denial of competition and its benefits In lowered costs an 
a rapid expansion of the uses of aluminum. 

It was this Government’s policies of favorable disposal terms to 
private businesses, none of whom had been able or allowed to enter 
the aluminum-making field prior to World War II, that brought two 
new large-scale independent producers, Reynolds and Kaiser, into 
the aluminum-making business following the recent war. It is 
police ie S now be ing de Ve loped by our Gove “peres which, if they are 
well conceived and properly executed, will bring in other new inde- 
pe ee nt American producers to the number o f half a dozen or more 
thereby rounding Ae a competitive source of dem t and establishing 
> conditions of price and expansion of aluminum uses that can 
underpin a rapid expansion of the aluminum industry. This will 
strengthen the 17,000 small fabricators scattered in many of the towns 
of this Nation, and insure our Defense Establishment that large 
quantity of aluminum whicl h it requires for our immediate pre pared- 
ness efforts and for the military uses of our allies. If we don’t have 
this expansion now, many small businesses will fail, as they cannot 
cet metal. 

Already there is a scramble on the part of many small concerns in 
the fabricating business that are unable to ret aluminum. I have had 
some of them come to see me as a result of their ac quaintance with 
me during the period that I was on the Small Business Committee in 
the Senate. I know it is going to grow to be very serious in the 
near future 

Last October Mr. Stuart Symington, Chief of the National Security 
Resources Board, announced an immediate preparedne ss-defense forces 
target of a million tons additional aluminum capacity. This was in 
addition to what aluminum could properly be taken from civilian uses 
by cut-back orders and transfers to Government uses. As we are cur- 
rently ‘producing virgin’ aluminum at the rate of approximately 
1,438,000,000 pounds a year, this target means more than doubling 
present-day aluminum production. 

It is not possib le to erase the mistakes of the recent past, but they 
are danger signals of pitfalls we should avoid in the present program 
of aluminum expansion. I allude to the fact that we built aluminum- 
reduction plants at Government expense or under wartime incentives 
Whose tot: tal Ra enon tion performance in 1943 reached 920,000 tons. 
Sut wi t have that fp reaps g om today because high-cost, 
uneconomic, bindly boneds plants were built which did not have the 
necessary qualities to survive. 

Mr. Keating. You mean by that the Kaiser and Reynolds plants 
were not built in proper localities? 

Senator Murray. I refer to the big plant that was built at River- 
bank, Calif., and another plant down at Los Angeles, and one at 
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Burlington, N. J. There were four plants located in such a manner 
that they could not survive the war. After the war was over, they 
vere in such an uneconomic position that they closed down, and that 
was the end of their operations. 

\{ir. Keatine. Are they still in operation? 

Senator Murray. No. They are being cannibalized, as they say. 
The plants are being sold off to other companies that will utilize the 
nachinery that they had in those plants. 

\ir. Keating. Was that the Kaiser plant? 

Senator Murray. No. 

\ir. Keating. Was that the Reynolds plant? 

senator Murray. No. These were Government plants 

\ir. Keating. Built by the Government? 

Senator Murray. Built and operated under the Government. 

\Ir. Keating. Operated by the Government? 

Senator Murray. Operated under the Government direction by 
yeople whom they designated as their agents to carry on the operations. 

\Ir. Kearine. Are you not always going to encounter that when 

Government tries to go into business? 

Senator Murray. If these plants had been located in an economic 
position and a position which would enable them to continue in 
business after the war, concerns would have come in there and bid on 
those plants and taken them over, and continued them in operation 
Llowever, th v were in such a position that no producer would want 
to undertake to operate them at the locations in which they were put 

Mr. MeCuttocu. Mr. Chairman, I would like to ask a question 


li it is true, who is responsible for the selection of these locations? 

Senator Murray. The War Production Board, which was manned, 
of course, by representatives of big business and industry; and it may 
be quite possible that they did not want to have a lot of new plants 
in competition with them after the war ended. So, they located them 
n such a position that it would not be necessary for them to have to 
face competition coming from these plants in the hands of new 
operators 

Mr. McCuttocn. Do the records show any assigned reason for the 
selection of these particular geographical locations? 

Senator Murray. That was all accomplished in the War Production 
Board. Of course, I do not have any personal knowledge of the con- 
siderations that moved them to fix these locations where they did. 
That would have to be studied by rong into the records of the War 
Production Board in that period. 

Mr. MeCuntocu. Do vou believe that to be a most important 
lactor for our consideration, Senator? 

Senator Murray. Yes,sir. I thinkso. I think it is very important. 
| think if we establish any new plants now, they ought to be established 

such a position that they ean be utilized and continued in business 
ter the war, if we do have a war, or after the armament program is 
nished, because there is going to be a continuing demand for alumi- 

m It is croing to continue to grow. It is one metal that can take 

le place of steel to a large degree. It is a metal that can be used, 
is the chairman stated in his opening remarks here this morning, in 
o many different directions that it is almost impossible to enumerate 
them all. 
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Mr. McCuttocu. These considerations should be equally importar 
in the selection of all other locations for all other Government faciliti: 
or facilities financed by the Government, should they not? 

Senator Murray. Yes. I agree with that. For instance, durin 
the war they located a huge steel plant in Utah, but after the war w;: 
over there was an attempt to terminate the operation of that plan 
The people out in Utah became active, and they finally sueceeded in 
keeping that plant. It was the same with reference to almost ever 
plant. | 

For instance, in Montana we had a huge operation there on chrom | 
built up at a tremendous expense; but at the end of the war it ende 
and they began to cannibalize the plant there, and sell off the building | 
and so forth. Now we find we have to go back into that again an 
reconstruct that plant. 

Of course, it Was uneconomic in the war because they did not hay 
power there at the time to operate what was known as a ferrochron 
plant for the reduction of the ores. The ores had to be shipped raw al 
the way to Pittsburgh and Niagara Falls for treatment, which made 
an expensive operation. Now we have power there, and the intentio: 
is to build a plant there for the treatment of those ores, and it wil 
become a permanent business in Montana. 

The same is true with reference to manganese. We had a plant 
producing manganese out there. As soon as the war was over they 
tried to wreck that plant. By staying on the job, we succeeding in 
preventing that. Now that plant is becoming very important in the 
production of managenese in this situation 

Mr. MeCuxzuocn. It is also of first importance, in your opinion 
Senator, is it not, that Members of Congress should also refrain fron 
using any influence that they might have in the location of industria 
enterprises in these trving times? 

Senator Murray. Well, I think that is true. They should exercis: 
however, influence in pointing out the advantages, if they can show 
advantages, in locating plants in their particular area 

For instance, | have exercised mv efforts to locate an aluminun 


aes aus® tnt 


plant in \lontana We foucht for vears and vears to get the powe! 
to base the construction of a plant of that kind in our State W, 


finally succeeded in getting the power, and now we are getting ar 
aluminum plant there. That is a wonderful thing for our Stat 
because we are the third largest State in the Union, and we had 
dwindling population. It had been going down. We had fewer 
people there a couple of vears ago than we had 40 vears before that 
because we had no industries. It was just a raw-material economy 

Now, as a result of the new industries we are bringing in there, suc! 
as chrome, manganese, and aluminum, we will have opportunities fo: 
the voung folks who graduate from our schools and colleges Lo gt 
jobs in their home State, and the State will begin to grow 

Mr. MeCutitocn. Oh, ves. I have no fault to find with anv Men 
ver of Congress who uses logical argument for the location of anv wa: 
Industry within a particular locality in Americ: 


Senator Murray. That is right 


Mr. MeCvuniocu. I only have condemnation for those Members 
of ( ‘ongress who se if sh ly seek Lo hay | vated with n the ir St ites, 
their ‘ongressional districts, madaustries which ‘ould more logical 
and better be located elsewhere 

Senator Murray You are absolutely right 
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Mr. McCuttocu. I think we should be on guard in that field 

Senator Murray. 1 think vou are absolutely right 

Mr. Hittines. Senator, | wonder if | could ask you a question? = | 
know vou have much more in your statement, and | do not mean to 
belabor the point, but you mentioned a moment ago that the River- 
bank and Los Angeles plants were uneconomical, and | do not quite 
inderstand the reason behind that statement. 

| remember some of the greatest aircraft plants in the country are 
located around there, and certainly the makers of aircraft are among 
the largest users of aluminum in a time of emergency. Now, many 
of those great airplane plants are located in the Los Angeles area, so 
why do you say these two plants you mentioned are uneconomical? 

Senator Murray. They are uneconomical because they did not 
have the power facilities there. 

The CHAIRMAN. Steam was used, and coal. 

Senator Murray. Electric power was used too, but it was taken 


away from other operations that were also essential. At any rate, 
they did not have the quantity of power that enabled them to do it, 
and they would have to have power at a reasonable rate. You can- 


not use high-cost power in these operations because an aluminum 
plant requires a tremendous amount of power, and if the power rates 
are high it makes it an uneconomic operation. 

Mr. Hitiines. Let me just ask one more question on that point, 
Senator. 

What particular part of the country do you find is most economical 
for the operation of aluminum plants, in view of this problem of ob- 
taining the necessary power? 

Senator Murray. Other things being equal, they should be located 
n areas where low-cost power is available on a large scale. As a 
result of that policy, these new aluminum plants are located in the 
Northwest there. Reynolds and Kaiser put their plants there, where 
we were getting power from Bonneville, and the other power develop- 
ments in that section. That made that a very economical location. 
The same could be true and is true with reference to the Tennessee 
Valley. They located them down in that neighborhood 

As these river valleys of our country are developed and more power 
becomes available, of course, industry will move into some of those 


sections Take the Missouri Valley, for instance. ‘The Missouri 
Valley has dwindled in population. It has not kept pace with the 
balance of the country. Some of the States in there have lost popula- 
tion. They have less population now than they had before If the 


Missouri Valley is developed like the Tennessee Valley, why, that will 
mean there will be a tremendous growth in that area, and instead of 
losing population and business, it will begin to expand. 

The CHAIRMAN. Our next witness will be an expert on defense 
power. IL think he will expatiate on these phases of power. 

Mr. Kearine. Of course, that raises the basic question as to whether 
the Laxpavers of the rest of the country are going LO subsidize these 
areas Where you claim these aluminum plants should be built, and that 
is a Very basic and fundamental question. 

Senator Murray. The Government does not subsidize them 

Mr. Kearinc. The Government subsidizes them if they get cheap 
power out of the Tennessee Valley Authority and these other projects 
built at Government expense. It is an indirect subsidy, is it not? 
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Senator Murray. No. They pay it back. The cost of tho 
plants is returned, and business is expanded, and taxes are increase: 
The tax income of the country is greatly increased. 

Take the Tennessee Valley, for instance. It was an area that wa 
rapidly deteriorating and was losing population. When these Goy 
ernment plants were put in there, immediately business began | 
expand. The cost of those projects was paid back into the Unit 
States Treasury. The Government does not lose a dollar, but it 
tremendously benefited. 

Mr. Kearina. Of course, that is a very controversial subject, as | 
whether the Government loses by the transaction or not, and whethe: 
the taxpavers in a State like New York, for instance, are not subsidi 
ing areas like the Tennessee Valley and other areas to which you refs 
like Montana, and so on. That is a very controversial subject. | 
would not be prepared to accept your conclusion on that, senator, 

The CHarrMan. Maybe the delegation from New York might 
willing to be a little more vigilant and more active, to get the St 
Lawrence Valley Authority for power. 

Mr. Kearinc. The Governor of New York has been trying to o&% 
that developed, and has been opposed by the Truman administration 
up to date. 

The CuarrmMan. Of course, you and I do not have to discuss that, 
do we? Proceed. senator. 

Senator Murray. 1 was talking about these uneconomically 
located plants. 

In fact, no new net additional capacity to produce primary alumi- 
num metal has been developed since World War II. Alcoa launched 
a new plant in Texas, but this did not make up for the tonnage capacit) 
which was retired after the war ended. Yet these last 5 vears havi 
seep the greatest peacetime use of aluminum in our history, the leve! 
of business profits were the highest we have known, and such incentives 
existed as should have resulted in an expansion of aluminum-making 
capacity in this growing industry. The kev factor in their survival 
and growth was an available large-scale supply of low-cost electric 
power. Such was the demand for aluminum metal in the postwa 
period, that the Big Three producers prevailed upon the Government 
to sell its stockpile of 375,000,000 pounds to them. Except for a brief 
failure of the market, during the vears since 1946 aluminum has been 
in tight, if net short, supply. Many thousands of small independent 
businesses have been unable to get enough of the metal to feed their 
plants 

Yet Government policies and the practices of the private electric- 
power industry have been such that insufficient low-cost power has 
been available anywhere in the United States to allow that large 

expansion in aluminum-making plants which the business demand and 
prospective situation warranted. 

Nor have we ever had a recognition by the responsible authorities 
within the Government of the vital importance of stockpiling alumi- 
num, for there have been times during the years since the end of 
World War IL when costly and wasteful plant shut-downs have been 
necessary due to temporary surpluses in the market which would havi 
enabled the Government to secure millions of pounds of this precious 
aluminum on most favorable price terms for its defense needs. 
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Mr. McCuttocn. Might I interrupt the Senator to refer to the 
econd paragraph from the bottom of page 66? Could you be more 

ecifie about the policies and practices of the private el ctric-power 
ndustry not making available sufficient low-cost power? 

Senator Murray. I am following a different manuscript than you 

and J will have to look at it. 

Well, their practices have been to block the development of public 
power projects. Like in Montana, for instance. We were conducting 
his effort to construct the Hungry Horse Dam ever since 1932. I 
vas the chairman of an advisory committee out in Montana, and the 
Hunery Horse project was called to mv attention back in 1953 J 
ecommended it to the Interior Department, to Harold Ickes, and he 
thought it was a splendid project. But it was not engineered, and, 
herefore, they could not build it during the depression period. If 
{ had be en properly engineered, it would have be n constructed, very 
likely, under Harold Ickes, as a public works program, but we did not 
have the preliminary work done which was necessary to start the 
construction. After that, of course, it was opposed by the power 
interests. They insisted that we had all the power we needed in 
\lontana, whereas we did not have the power to conduct and carry on 
the development of the chrome deposits that we have there, and we 
did not have the power to do a proper job on manganese, or some of 
the other activities we have there. 

They were insisting that we did not need this plant, and vet, at 
the very same time they were making these arguments, the popula- 
tion of our State was going down because we had no industry there. 

Now, after the power plant is built, they acknowledge it and are 
very glad that it was built, because they are getting a large supply 
of power from that plant at very low prices, and will make big profits. 
Besides, the State will grow and their general business will increase 
and will be very profitable. 

Mr. MeCuniocn. Since 1940, Senator, do you know whether or not 
there have been any idle existing facilities for the production of gen- 
erating equipment in America? 

Senator Murray. Whether there have been idle power generating 
facilities? 

Mr. MeCuttocu. No. Whether or not since 1940 there have been 
any idle existing facilities for the production of power generating 
equipment? 

Senator Murray. I do not know whether that is true or not. | 
imagine that if they were not building the dams and were not going 
forward with the development of low-cost power, there would not be 
any great demand for new generating facilities. 

Mr. MeCuttocw. Do you not think it is important, Senator, for 
us committee to know whether or not there have been at any time 
since 1940 any idle facilities in America for the production of generat- 
ng equipment? Said in another way, and positively, although I do 
not know this to be actually the fact, if our facilities for building gen- 
erating equipment have been operating at capacity since 1940, then 
we just were producing all the power generating equipment that we 
could produce; and | am inclined to believe that that is true, Senator. 

Senator Murray. Well, of course, when situations like that develop 

there is the necessity then for balancing it by increasing or expanding 
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the facilities, if vou are going to have new dams and new developme: 
Of course, evervbody knows in the United States that we have ma 
a great mistake in not developing more power. 

Now, it may be true that the manufacturing facilities that produ 
the mac hi nery for these plants were working up to capacity, but tl 
could e xpand. 

Mr. MeCutzocu. But have we not had a shortage, Senator, durir 
all of this time, of many basic materials, which would have permit 
them to expand? We can go right down through the industries 

Senator Murray. There again there was a failure to expand. VW 
called attention to the need for expanding our steel production at t! 
close of the war The steel people refused to do SO, and now we fii 
that we are in a bad situation as a result of the failure to carry on th 
expansion. They did not have faith or confidence in the continu 
expansion of American business. Therefore, they did not want 


new capacity for steel production. I think that was a 


develop any 
great mistake 

Mr. MceCuntiocn. Well, Senator, have we not had an expansion 
steel-producing capacitv? 


Senator Murray. Oh, some moderate expansion, but not anything 


like what was necessary to meet the growing demands of the Nation 
Here we are, and our population is rapidly expanding and the demand 
for all of these things and the purchasing oe r of the American peopl 
has been greatly advanced as a result of the programs we enact 

during the last 18 vears. For instance, today we have the greatest 
market for production that exists in the whole world, because we hav: 
a population that has purchasing power. We have farmers that ar 
; gs they need on the farms, whereas they were going 
broke during the depression. Even before the depression, where t! 

balance of the country was enjoying bigh prosperity, the farmers wery 


able to DUN the thin 


T 
} 
} 
4 


sutfer ng from the effects of the tariff svstem, which made them buy 
verything they needed in ¢ s protected market, whereas their mark: 
was hot protected at all. The result was that thev were borrow! 
monev and mortgaging themselves Then, when the depression cam 
on, mortgage foreclosures around the country were proceeding at 

pia rate The farmers had to get out with then pitchforks ar 
scythes and stop it, or they would have all been busted and put o 
orl sil he 

Mr. Met You refer to the decade of t s. Is th 

a me Vee 

Mii VMeCur LOCH Do Vou know what the price ol hogs was al 
markets in the Midwest in 1938? 

Senator Muy In 1938? 

Mr. Met ocH. Yes 

Senator Murray. I know they had increased substantially. As 
result of the Government programs they had been increased su 
Sstantiady I could not give vou the exact price at this moment, be 
cause | am not on the Agriculture Committee, but I do know, of courss 
In a general way, that the farm prices were advanced during th: 
period as a result of the Government’s activities 

Mr. Keatinc. You mean in killing off their pigs? 


SenALO! AVE RRAY Whiat was that? 


ol 
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Senator Murray. No, I donot mean that atall. IJ] mean asa result 
of the triple A the farmers were put back in a position where they had 
purchasing power, and where they were able LO sell the products of 
their farms. 

The Cuarrman. I will say to the gentleman from Ohio and the 
centleman from New York that many of these questions that suggest 
thre mselves to the Members will be fully covered by the testimony ol 
the next witness. I understand Mr. Marlett can make an appearance 
today only, - cause tonight he goes on an extended tour, and we do 
not want to be deprived of his testimony. We must get his testi- 
mony in this pete 20h So, I do hope that the Members will keep 
that in mind in asking questions, so that we can conclude the testi- 

ony of the distinguished Senator this morning 

Proceed, Senator. 

Senator Murray. We have now laid the groundwork for meeting 

r defense target plan by a system of Government purchase contracts 
for aluminum, the guarantee of loans to construct facilities, and accel- 
erated amortization. This is in contrast with the system used in 
World War II where the Government built plants which were operated 
during the emergency by private operators, and were eventually sold 
to private industry, at some fraction of their cost. I am not prepared 
LO SaVv which method is best. 

| am informed that approximately half of the one million tons addi- 
tional capacity which is the minimum defense target has been allocated 
on these terms to existing and new producers, whereby some six 
separate aluminum-makers will emerge. IL am also told that these 
companies, and other responsible independent firms possessing experi- 
ence and ability in the field, are 0 A and able to provide the other 
half of the target as soon as the Government is ready to process the 
hecessary papers. 

lam informed that the Department of the Interior is on record that 
adequate sources of electric power can be made available within the 
houndaries of the United States to produce this additional aluminum. 
furthermore, | am reliably informed that if the Government proceeds 

thout delay to let orders for the purchase of this additional quantity 
of aluminum, it can be obtained quicker here than from Canada 

Now I will discuss the Canadian proposal 

What, then, hinders appropriate action being taken right away? I 
eek, as you do, the answer to that important question 

Something has occurred which merits the careful investigation of 
this committee. There has come across the path of this proper devel- 

opment of our much-needed domestic expansion of aluminum-making 
capacity a proposal which apparently holds some attraction for some 
Government officials responsible for aluminum poliey, and which 
scems to have caused some hesitancy to proceed with the allocation 
within the United States of the second half million tons of needed 
expansion 

\t this point IT would like to call attention to a release of the Secre- 
lary of Commerce and have it incorporated in the record, in which the 
Secretary of Commerce discusses this matter. At the conclusion he 
“ays, and I quote 
It was also agreed that the United States will reopen the question of purchase of 
minum from Canada and will promptly pursue discussions dealing with that 
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The CuarrMan. What is the date of that release? 

Senator Murray. That is dated December 16, 1950. I ask t! 
the entire release be incorporated. 

Mr. Keariva. You say this policy of helping Canada holds so 
attraction for some Government officials responsible for alumin 
policy. It seems to me we cannot do a proper job here unless y 
are a little more specific and able to help us. 

What Government officials are responsible for this, Senator? 

Senator Murray. The Government officials that have in cha 
this program. It may be that they sincerely think that they wo 
be doing the correct thing in placing this project up in Canada. ‘T'! 
thought so, I think, back during the war, when they put the Ships 
project up in Quebec, but I think they are making a mistake. 

Mr. Keatinc. Who are these people who are advocating that 

Senator Murray. Here they are. I will read the entire statem 
SO you can gel it. 


C. D. Howe, Minister of Trade and Commerce of Canada, returned to Ott 


last night, after conferences with officials here in Washington—in part 
with Secretary of Commerce Charles Sawyer and NPA Administrator Wi 
Harrison. 


Secretary of Commerce Sawyer said, “I was gratified at the continued ind 
tion of a complete spirit of cooperation on the part of the Minister of Trade a 
Commerce, and believe he also felt pleased at the indication of a similar attit 
on our part. Our two countries have a common objective and are working, a 
will continue to work, in closest cooperation.” 

The Minister came to the United States to talk about coordination of Canad 
1 United States efforts in connection with the control program, and in parti 
request certain project aid in connection with steel. 

The NPA announced vesterday its action with reference to allocating st 
products for the Canadian Government sponsored freight car program a 


ant 
to 


Canadian warehouse distributors normally supplied by United States mill 
also arranged certain spot shipments requested by the Minister for struc 
steel for ore carriers and the tanker program, and also steel for productio 
titanium. These allocations were not in large amounts, but are firm allocat 
It was also arreed that the United States will reopen the question of pur 
of aluminum fro. Canada and will promptly pursue discussions dealing 


that subject 

That statement gives you an idea of who it is who is interested 
this. 

Mr. Kratrine. Secretary Sawyer and National Production Adm 
istrator Harrison. 

Senator Murray. Yes. 

Mr. Keatina. They are the ones with whose policies you disagre 
Senator Murray. I think it would be better for this country 
instead of placing that plant up in Canada, it were placed here, whet 
we can get production sooner than they can in Canada, and whi 
we would have the benefit of those plants after the war-productio! 
program has ended. I do not see any reason why we should ma! 
Canada the biggest producer of aluminum in the world. We pu 
that plant in at Shipshaw up there, which was financed by this Gover! 
ment to such a degree that it is today the cheapest aluminum produc 

in the world. 

Mr. Kearirnc. That was done as a result of this Hyde Park agre 
ment to which the chairman has referred, was it not? 

Senator Murray. No. It was not. It was done as a result of th 
negotiations between the Aluminum Co. of Canada—which is 
subsidiary, or is owned entirely by the same people who own Alcoa 11 
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his country—it was done in negotiations between them and_ the 
War Production Board, and the officers in control of the war-produc- 
tion program at that time, and the arrangements were made to 
finance this. 
In the first place, they gave them $68,500,000 in a prepayment for 
the aluminum that they were going to sell to the United States. Then, 
a result of the plant being constructed up there, we lose the benefit 
f the taxation that comes from the operation of a big industry of that 
nd. We also lose the opportunity of having our workers employed 
plants of that kind. 
Mir. Keatine. Of course, that is true when we help build up these 
meceerns outside of the country, as has been the policy of the present 
Iministration. That is always true. You create a labor market 
other countries, rather than for us here; but who was in charge of 
War Production Board at the time that you complain of? 
senator Mi RRAY. | believe Donald Nelson Was supposed to be 1h} 


harge of it. The thing was a kind of a hazy matter at that time 
because there was an effort being made to get him out of the War 
Production Board. At any rate, the War Production Board was 


practically operated bv the representatives of big business and big 
industrv in the United States. 

Mr. Keatine. You mean they were dictating to Nelson and Presi- 
dent Roosevelt as to what was to be done? 

Senator Murray. What is that? 

Mr. Keatine. Were they dictating to Nelson and the President 
what was to be done? 

senator Mi RRAY. You do not think the President should be down 
there working out all the details of these problems, should he? 

\Ir. Keatina. Was not Mr. Nelson reporting to the President at 
that time? 

Senator Murray. That would be « xp etine to burden the President 

‘the United States with a great amount of work, if the War Produc- 
tion Board had to report to the President with all the activities ther 
| would by absolutely impossible 

Mr. Keatrinc. I appreciate that, but I thought this matter that 
vou referred to, you considered to be a matter of great policy import- 
ance, and a subject which should engage the attention of the President 

Senator Murray. Well, I think the President, when he set up the 
War Production Board, thoucht if was placed in the hands of men 
who were intelligent and able men, experienced in business and indus- 
trv. Of course, he expected them to do their job. 

The Cuatrman. Is it not true also, Senator, that the War Produc- 
tion Board also set up two independent producers during that period, 
namely, Kaiser and Reynolds? 

Senator Murray. Reynolds set up his own and, of course, he got 
probably some assistance from the Government in the way of loans. 

The CuatrmMan. He got assistance from the RFC. 

Senator Murray. Yes. 

The Cuarrman. The chairman wants to state at this point that 
ifter a discussion with one or two of the members of the committee in 
the fall, when information reached us that there was afoot a plan to 
have Alean, the Aluminum Co. of Canada, erect in Kitimat a plant 
0 produce 600,000 tons, or 1,200,000,000 pounds of aluminum with 
cairect American Government subsidies for the building and plant, and 
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that there was involved also an exchange of American steel for th 
resultant productivity, that is, of aluminum—we addressed commun 
cations to the responsible officials; and it was our understanding tha! 
the plan had been discarded. For that reason we had called off th 
proposed hearings. You may remember that. 

However, now apparently we get reports that there are attempts t 
revive that arrangement. 

For example, here is a dispatch from the New York Daily New 
dated December 16, 1950: 


Canada may get American steel. Canadian and American officials today 
cussed a deal under which Canada might get as much as ! million tons of Amer 
steel to build new Canadian aluminum plants. Canadian Commerce Mir 
C. D. Howe conferred privately with Secretary of Commerce Charles Sawyer 


NPA Administrator William H. Harrison. No details were made public 

That is a dispatch of the United Press. 

Mr. Bryson. That is the same date as the release the Senat 
referred to. 

The Cuairman. I also have a dispatch from Ottawa and Quebe: 
and other sources, to the same effect. 

When we learned of that we thought that this should be looked into 
Do not forget, it is essential to get the details and the reason for all 
this. That is one of the reasons why this hearing was opened, so 
that we could secure the details of this entire matter 

Senator Murray. I am going into that subject right here. I am 
just ready to start on that part of it. 

Mr. Keatinc. Have you made your views known to Secretary 
Sawver? 

Senator Murray. I have made them known to the President. Of 
course, we submitted reports from our Small Business Committe: 
telling exactly what we thought should be done by this country in 
connection with this problem of the development of aluminum pro 
duction in the United States. 

Mr. Keatine. I am referring to the time since the date of this 
release which vou have incorporated in the record, which is sometime 
in last December. Have you made your views known since then to 
Secretary Sawyer or to the President? 

Sendtor Murray. I have made them known to the President, but 
I have not had any direct contact with the Secretary. It is only i 
the last week that this matter has become an interesting subject, and 
[ have just come over here without any great preparation. I am 
basing my testimony on my past experience as chairman of the Small 
Business Committee, when I conducted these hearings and becam« 
familiar with the problems of the aluminum industry. 

Of course, I am not trying to supervise the Government of th: 
United States and tell them exactly how they should do everything. 
[ am engaged in other activities. | am chairman of the Labor Com- 
mittee over in the Senate, and I am also on the Interior Committee, 
and | have many things to do besides sitting down and telling th 
Government how to operate the United States. 

Mr. Keating. No, but vou have great weight with the administra- 
tion in power, and I have no doubt that your views would undoubtedly 
be received with considerable force. 

Senator Murray. | appreciate that compliment which you gave 
me, and I think I will undertake to follow that up, relying on your 
judgment that I have such power. 
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The CHAIRMAN. Proceed, Senator. 

Senator Murray. Now I will go into this subject further. 

I refer to the proposal made by the Aluminum Co. of Canada 
Alean—to sell the United States Government a billion pounds of 
aluminum at current prices, a small delivery to be made in 1953 and 
the major delivery to start in 1954 and 1955, at a possible rate of 
100 million pounds a year. I understand the Canadian company’s 
entire present output and proposed expansions of existing facilities 
are contracted for to the United Kingdom and other current commit- 
ments. So that this new sale of a tremendous amount of aluminum 
requires the construction of a entirely new aluminum-making facility 
and power plant. 

Mr. McCuttocn. Do you know, Senator, whether or not we are 
getting substantial quantities of aluminum from Canada at the present 
time, and over the past vear or two? 

Senator Murray. Relatively small amounts. Their output is being 
disposed of in the world market. 

The CuarrmMan. | will say to the gentleman from Ohio that I made 
that inquiry only last night from one of the officials of the Interior 
Department, and I was informed, as I stated in my opening remarks, 
that only a mere trickle is coming from Canadian sources, and par- 
ticularly from that very plant we subsidized in the last war. 

Mr. MeCunzrocn. Then this contract which was discussed several 
months ago, and under which we were to secure some 200,000 tons 
of aluminum a year, did not materialize? 

Mr. Suears. Later witnesses will cover that, but only 20,000 tons 
was offered our government for 1951, which is just a trickle, and of 
no real value to the United States Government 

Mr. Bryson. Is it not entirely possible that some of the aluminun 
from this Shipshaw plant might have reached Communist China? 

Senator Murray. That, of course, is quite possible, because they 
were disposing of their aluminum largely to the United Kingdom, and 
the United Kingdom, of course, has a big stake in Hong Kong. Just 
exactly what the situation is with reference to the disposal of this 
aluminum from the United Kingdom, and what becomes of it in the 
international trade, | would not be able to say without very careful 
study. It might be very difficult for us to trace this aluminum right 
into the hands of the Communists in ¢ hina, although things like that 
occur and we read about it in the paper, as to how shipments have 
been made from this country to Japan, and then come back again 
and are transshipped right into the hands of the Chinese Communists. 

Of course, | am not familiar with that, and I am not attempting to 
advise you with reference to it. 

Mr. Keating. Did I understand from the chairman that in the 
course of these hearings we would get into that important subject? 

The Cuarrman. I want to say this: 1 am informed—and I hope 
the testimony developed later will not confirm it—but I am informed 
at the time when we were negotiating the obtaining of 40,000,000 
pounds from Alean, that 11,000,000 pounds, as late as 1950. were 
sent by Alean to Poland, Czechoslovakia, and other Communist 
countries. 

Mr. Kratine. Directly, or through the United Kingdom? 

The Cuatrman. I think it was directly. I am not certain. We 
will check that later. ; 
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Mr. Bryson. That was aluminum manufactured at the Shipsh: 
plant, for which we furnished the money to construct it? 


P 
The CuarrmMan. That is right. Of course, we could over-simpli! “ 
the matter. Canada furnishes us with some very strategic meta ol 
also, and that is why I made reference to the Hyde Park agreement le 
I think we have to consider the picture in toto. 
There are many other metals that we cannot get at all, and whi: t 


we cannot produce in this country, like nickel, and others; and t} 
must be taken into consideration, too. However, I do not think | 
should slur over this situation at all. We must go into it. \ 

Mr. Keatina. Certainly, if it has been the policy of Canada 
ship a strategic metal like aluminum to Poland, Czechoslovakia, 
other satellite countries, rather than to us, then that is certainly 
important factor to be taken into consideration in determining whet! 
ve are going to aid Canada further in the building of additio: I 
acilities up there. 

The Cuatrman. That is why J reopened these hearings, and I thir 
the gentleman is definitely sound in his conclusion. 


\ 
¢ 
i 


Mr. Bryson There should be no more important InquLry than { t 
one we are developing. r 

The Cuarrman. | want the gentlemen to know that it has been a re 
large task to get this thing in motion, 


VW ul you proce ed, Senator? 


Senator Murray. Mr. Chairman, I just stated that this new sal 
a tremendous amount of aluminum requires the construction of a1 
entirely new aluminum-making facility and power plant f 


f 


A bond issue prospectus of the Aluminum Co. of Canada and 
accounts in the press indicate that Alean has been developing Survyv< , 
of a vast wilderness area of British Columbia in the vicimity of Prir 
Rupert, some hundred miles from Alaska. 

You have a map here on the pe destal that shows the location of t! 


proposed plant In Canada on the west coast of Canada, up nea 
Vancouver. The Shipshaw plant is shown on the map at the otli | 
side of Canada, in (Quebec. 

It calls for building a city from scratch on the coastal tundra, ou 
n the wilderness, diverting waters from the Nechako-Nanika Rive , 

tem some 400 miles northwest of Vancouver, tunneling under th | 
‘KY Mountains and bringing the waters westward into the Pac Ihe 
Ocean; delivering approximately 1,500,000 horsepower of electricit 
at tidewater, equal to two-thirds of Grand Coulee. You can see what 
a tremendous undertaking that is. Building an alumina plant o 
2,400,000,000 pounds capacity, the largest in the world, to be supplie: 
by ocean shipping from British Guiana bauxite deposits; and a1 
aluminum reduction plant to make aluminum metal of 1,200,000,01 
pounds capacity, equal to the entire United States capacity of 2 
vears ago. 

It is reported that this vast undertaking will require an investment 
of over $500,000,000. Of course, that is just a starter. All of thes: 
great plapts, when the vy come to actually construct them, are found 
cost 2 good deal more than they originally estimated. 

The capital is not available for it. But it is proposed by the Alcar 
corporation officials now in Washington that the United States 
Government contract with it to purchase approximately $160,000,000 
or more worth of aluminum. Of course, this aluminum is not in 
existence. It is to be produced after the plant is built. 
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This will sweeten the deal sufficiently to enable the Canadian corpo- 
ration to go ahead with further plans for financing this huge under- 
taking. Inreturn, our defense effort will receive substantial deliveries 
of metal from the project, beginning 5 years hence, for it will take that 
long for metal to be produced, if all things work out well. 

This vast undertaking requires something else of great importance 
to our defense effort. It will necessitate first-demand priorities far 
scarce construction equipment, steel, copper for generators and other 
electrical equipment, skilled manpower and workers in large numbers. 
No other source of supply for such quantities of these scarce materials 
exists outside the United States, in the present circumstances, so that 
any purchase order which the Canadian company receives for alumi- 
num from this Government also means by implication issuance of the 
priorities that will enable that company to make a first demand on and 
receive these materials. 

Now I want to discuss the Shipshaw case, which is somewhat 
similar to this proposal. 

Let me cite a former experience nearly identical in character between 
this same Canadian company and the United States Government. | 
refer to what is commonly called the Shipshaw ease, The Truman 
committee of the Senate has this to say on the effect of that purchase 
rder for metal on our own defense economy and future economic 


development 


At the same time that the project of ie Aluminum Co. of Canada was being 
1 to completion at all possible speed, with financing and priority assistance 
from the United States, stop orders were being issued by the War Produce 
mrad ior nal publie power projects in this ¢ i wn o ( ‘ rou I 
( of ste for the big forgings and cestings for the turbine i 
Truman committee, Third Annual Report. 


Both the Truman committee and the Senate Small Business Com- 
mittee under my chairmanship made extensive inquiry into the 
Shipshaw case. lt offers a striking parallel to the pre il Canadian 
proposal. There are the same prospects, which can be enumerated 
as follows: 

1. Failure to develop during the defense pe riod enough cheap 
electric power within the United States, from whatever source 
hvdro, or steam from gas or coal. 

2. Harmful effeets on the development of our own domestic com- 
petitive aluminum economy. 

A slowing up of the defense preparedness effort « 
liveries of aluminum at some time several years ahead 

Shipshaw is no incident in a dead history. On the contrary, it is 
a live lesson which we should have clearly before us as we examine 
the present Canadian proposal, which is ever so much more titanic 
than the former one. 

In April 1945, when my committee examined the Shipshaw case in 


, “7 
aetau said: 


We are concerned with Shipshaw, not so much as an event which has taker 
ce, but what its bearing might be on the future. If it places t! American 
Ininum industry in a disadvantageous position in competitive world marke 
we wish to ascertain what can be done to correct the situatior Dr. Paul 
Raver, Administrator of the Bonneville Power Administration, testified that the 
Shipshaw development * * * had practically written off the capital costs 
a modern power plant in a foreign country which (because of the favorable 
ted States Government loans and advances) ‘can produce aluminum at a 


itly re duce d cost. 
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I have summarized the Shipshaw episode as follows: 





States Government in 1941 gave an advance purchase order to Alc: 
for 1.3 billion pounds of aluminum. On that order this Governm: 
advanced 68.5 million dollars to Alcan as capital to pay for its pla: 
expansion program. The price we paid for this aluminum on o 
order averaged 18.1 cents a pound, at the time when aluminum 


selling in this country at 15 cents a pound. 


In other words, we were giving them a premium price on 
aluminum as well as advancing them 68.5 million dollars long befo 


a delivery was to be made. 


We took delivery of aluminum on the contract during 1941 
The excessive cost to this Government from the unjustified price di 
for metal gave Alcan a total of 40 million dollars. Foregone prot 
and taxes which would have accrued to the United States, 
counting the benefits in other business profits to be taxed, had 
enterprise been launched within the boundaries of this country 
estimated conservatively at 35 million dollars. Thus, the total exces 
direct costs to this Government and its business and laboring Co! 
munity from underwriting the Canadian corporation’s expansion w 


75 million dollars. 
Mr. MceCuttocu. Mr. Chairman, I would like to ask 
right there. 


Was 15 cents a pound the average cost of aluminum from An 


producers in the period 1941 to 1945? 


Senator Murray. That was the sales price at that time. 
Mr. McCuttocu. That was the average price for the 4-vear period 


Murray. That is right. 


) 
lr addition, alloc ation of necessary steel, electric equipment, al 
so forth, from United States supplies for the Alean expansion ¢ 


hydroelectric development in the United States so seriou 
have not even vet recovered from that blow to Americ 


Ives. 


] r bili ; i,4 } — 
and our apu Oo aderend ourse 


I remember mvself gomg down to the War Production 


talk to the officials there with reference to the ne CeSSILY O1 


1) ‘ 
iCSUI 


Hungry Horse Dam out in my State of Montana, but, of course, as 
result of these activities they contended that we did not 


material necessary to go into that kind of construction, and the project 


would have to hold over until after the war 


; 


I think that was a great mistake. I think the Hungry Horse Dam 
a 


could have been built early, before we got into the war productio! 


+ 


program at all, because it could be easily seen that conditions wer 


| 


{ 
United States to begin to think about rearmament. Yet, 
time, while there was some considerable unemployment, 


leveloping in the world that were going to make it necessary for the 
t 
4 


was denied the right to be built because of the claims of the big power 
interests that we did not need it, and that there was no demand for it 
In fact, when they talked about building the Bonneville plant out 
there, some of the big moguls of the power interests said, ‘“‘ Where a: 
vou going to sell this power? To the jack-rabbits?”’ Those were some 


1 


of the facetious arguments that you heard against the construc 
of the Bonneville Dam. We had the same thing with reference 
the Hungry Horse project in our State. Our project, of course, 
small, compared to the Bonneville; but, nevertheless, it is vitally 
important, because it is going to do so much good for our State, and 
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is also going to be of great benefit to the power development down 
he river by increasing the flow in the river, and holding back the water 
the flood season, and so forth. 
| offer in support of this summary a page taken from the report of 
Surplus Property Board to the Congress, Aluminum Plants and 
Facilities, September 21, 1945, page 119. Here the details are given 
ipon which this summary is based. I submit that excerpt for the 
re ord us follows: 


NMENTAL WARTIME ASSISTANCE TO THE ALUS Co. « ( ; 
s IDIARY OF ALUMINIUM LIMITE! ALTED 

ant investment of the Aluminum Co. of Canada for war purposes for wl 
il depreciation was allowed amounted to about $193,000,000 r} included 
$70,000,000 for the Shipshaw wer developn t and $122.850.000 for 

luction plant and machinery. By arrangement with the Canadian Gover 
, 60 percent of the cost of the power project or $41,250,000 was written off 

a st profits during 4% years, and all of the $122,850,000 

The company obtained from foreign governments advances on purchases f 
I im of nearly $80,000,000 and loans of nearly $90,000,000 including lines of 
edit This assistance comprised advances on purchases of metal of $68,500,006 
the Metals Reserve Company (Reconstruction Finance Corporatio 10 to 
12 million dollars by Great Britain; 3 to 5 million dollars by Australia: a line of 


credit from the ] xport-Import Bank of the | nited States which protected out- 











tanding bank loa 8 of $30 million as of December 3. 1943: and loans bv Great 
Britain aggregating $55,600,000- The Metals Reserve ¢ ompany contracts 1 for 
leliveries of 1,370,000,000 pounds during 1941-45. The base purchase price o 
he advances, 17 cents per pound, was initially the same as the price in the United 
States but was subject to very liberal escalator allowances for more nan act il 
creases In major items of cost due to the war In October 1941, the America 
price dropped to 15 cents but the Canadis rranted a partial redue 
tio its base price The actual avera he Canadia etal to t 
trv was |S.6 ce ts as compared w } ee | pr iT 1942 » of 
15 cents and 14 cents Chis differ f eant an extra cost of er $35 million on 
eries from 1941 through 1944. If the United States had canceled t contract 
anv time, the u repaid portion of the advance would also have been cance 1, 
ind the Metals Reserve Company would have been subject to an add yal 
siT ( { I l ( t per ] 1 for { Lnacct ple i ( i | } riti ] i 
repa over 20 years with annual abatements directly proportional to the 
<tent that no use was made of the facilities built to meet British needs 
| ther terms of the Metals Reserve ¢ ompany advances ere &iso ver pera 
Phe first advance was $25 million at 2 percent May 2, 194] the second advance 
vas $25 million (July 15, 1941); the two advances were « olidated toa 
interest ur iivance o7 larch 6, 1942, supplemented by a e of credit 
rough the Export-Import Bank up to $25 1 mW er 5 t 
advance was $18,500,000 on April 1. 1942. supr ‘ ; 
iditional i lit ip to SU,2 10,000 with i terest at 3} ent ( if 
irra ( ed to a revisio of the mntra > t 
t i of 3 percent retroa yona iva 
he terms of America p s Canadian p r ved 
e Truman committee « ee { te 2) and e Senate Small 
Dus ( 
4 


Senator Murray. I know that members of this committee will 
share with me the view that Harold Ickes performed a great p blie 


| 
rvice during his Seeretaryship of the Department of the Interio 
| " = 1] 1} 
hat outspoken, honest, and rehable public servant denounced 1 
\ N 
| " ‘ 
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Shipshaw deal in lengthy testimony before my committee on May | 
1945, summarizing in these terse words: 

I think that this deal was a mistake in judgment from beginning to end 
ean be defended only by recognizing the confusion and complexity of the defe: 
program before Pear! Harbor. 

Mr. Ickes then went on to show that the aluminum obtained fron 
Canada could have been secured from the United States sooner ar 
in greater amount, if our Government officials had programed tI 
power expansion and reduced wholly unnecessary delays in tl 
construction of our own aluminum plants. (Page 7141, of Senat 
Small Business Committee hearings, May 14, 1945.) 

Dr. Paul Raver testified that a power program in the Unite 
States 


] 


could have been formulated that would have given better results than the SI 


shaw agreement. 

Mr. Keating. Who is Dr. Raver? 

Senator Murray. He is the Administrator of the Bonnevill 
Authority—an expert on this subject. That is to be found at pag 
7146 of the Senate Small Business Committee hearings, May 14, 1945 

Mr. J. P. Alvey, Bonneville engineer, testified to conferences held 
with Government officials, including Gano Dunn, in 1940, showing 
their deliberate intent to avoid expansion of Federal hydroelectri: 
power to produce more much-needed aluminum. 


In that testimony Senator MeNery, of Oregon, asked again if the Columl 
River power should not be used for additional light-metal productio The rep 

ain was in effect “No.” 

At this point Senator MeNary asked if there was a real reason for suel 
decision and, if so, what was it Mr. Dunn replied. in substance. that he ar 
some of his associates did not like the provisions of the Bonneville Act Senator 
MeNarvy then asked him in what particular. Mr. Dunn said that he had refers 
to the provisions regarding the prevention of monopolization bv limited 
Senate Small business Committee hearings, p. 7168, May 14, 1945 


Mr. Keatrrne. Who is Mr. Dunn? 

Senator Murray. Mr. Gano Dunn was in the War Production 
Board at that time Hle was one of their advisers. 

Mir. Keatinc. Under Mr. Nelson? 

Senator Murray. He was brought in to ma 
aluminum, and other items of that, kind. 

Mir. Keatrinc. Was he working under Mr. Donald Nelson? 

, ; 


he was working direct! 


| 


Ke estimates on steel 


Senator Murray. I do not know whether 
under him or not. He was an expert in this field and was brought i: 
there. Of course, | suppose he came from some large industrial con 
cern and was giving them advice with reference to these programs 
Naturally, he had his Own theort and his own ideas with reference 
to public power production and with reference to other problems con 
nected with the Government’s construction of power projects. 

Gentlemen of this committee, is history going to be allowed to 
repeat itself? Are we going to have to resort to the “confusion and 
complexity” of the times through which we are now passing in order 
to explain away the mistake of a second “Shipshaw’’? That was the 
explanation of the first Shipshaw, that it was the result of the con- 
fusion and complexity of things at the time. Now we are going up 
against the same kind of a proposition on the west coast, which prob- 
ably will be explained in later years on the same basis of confusion 
and complexity. 
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Or, are we going to have the foresight and courage to demand that 

expanded aluminum program required for our defense be met now 

from American sources in order to further competition and our own 
tional security? 

| submit for vour consideration the following proposal for action: 

The Department of the Interior through its Defense Power Ad- 
istration should program the new power capacity needed for alumi- 

mM expansion to meet our entire defense needs This power should 

the lowest-cost power suitable for the aluminum industry regard- 
of whether it is public power or privately owned power, hvdro 
etric power or electricity made from steam 

2. This committee should request from the Secretary of the Interio: 

earliest possible statement of the above-mentioned power program, 
| should follow up on that with the necessary action. For it cannot 
stressed too strongly that the development of an adequate expan- 
mn of aluminum in the United States rests on this power expansion 
ogram. 

the CHarrMAN, | want to interrupt at this time to sav that the 

xt witness, Mr. Marlett, is a personal representative of Mr. Osea: 
Chapman, the Secretary of the Interior, and he is going to speak for 
him 

Senator Murray. Yes. I am sure you will get very valuable 
evidence from them. 

3. That our Defense Administration proceed vigorously and with- 
out delay to obtain commitments from existing and new American 
producers of aluminum for the second 500,000 tons of expansion re- 

ired for defense. 

t. That in new contracts, the Defense Administration have du 
regard for the development of a virile industry where with, say, six or 
more primary metal producers in the field, not only are present prices 
maintained, but competition is assured and the publie interest is 
protected, 

5. That the Defense Administration be advised not to proceed 

th any arrangements with the Canadian Aluminum Co. unless it 

comes apparent within the near future, and only after adequate 
estigations, that the entire defense and domestic requirements Lor 
iminum cannot be met more rapidly, more economically, and with 
eater national security from the expansion of domestic American 
6. This committee should advise the Defense Production Adminis- 
on and the National Production Authority to exercise the utmost 
vilance that any priorities for steel and other critical materials ar 
ot given for uses in Canada that would release equivalent amounts of 
terials for construction of the British Columbia aluminum-powe1 
duction, 

7. This committee should advise the Department of State and the 
conomic Cooperation Administration against entering into any 
ereements to exchange for Canadian aluminum, steel, or other critical 
terials as part of the ECA program as long as the policy is to pro- 

ote the expansion of American aluminum capacity in lieu of Canadian 

iminum capacity. 

S. That this committee undertake to keep under examination, as it 

s done so effectively and energetically in the past, the whole problem 

aluminum expansion to prevent further increases in monopoly in 

aluminum industry. 
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That concludes my statement. 

Mr. Kratina. Senator, going back to your No. 5, which seems to 
me to be pretty much the meat of the problem, is it your consider: 
opinion that the defense and domestic requirements for aluminu 
can be met more rapidly, more economically, and with greater n: 
tional security from the expansion of domestic American sources thar 
from the development in Canada? 

Senator Murray. Yes; I do. I think that the experts on th 
subject will verify that. In fact, we are basing our recommendation 
on the establishment of that fact, that we can produce it more rapidly, 
more economically, and with greater national security for the expan- 
sion from domestic American sources. 

Mr. Keatinc. Speed is very important. I feel you have made a 
very impressive case as a result of this Shipshaw deal. Now, I hav: 
not heard the other side of it. However, speed, of course, is para- 
mount just at this time. It is your feeling that these local aluminum 
companies existing, and to be set up, can produce more aluminum 
quicker than this plant that they have set up in Canada? 

Senator Murray. That is right. You can just look at that plant 
and see it over there in the wilderness in Canada. ‘They are proposing 
to build a new city out there, way out in the middle of that area, and 
are proposing to connect up four or five lakes there, and then run this 
water through giant tunnels Just imagine the tunneling work that 
will have to be done there to divert the water through the tunnels 
and there will be several tunnels. I do not know exactly how many, 
but there will have to be two or three tunnels that will have to be 
built there at tremendous cost. 

That is a huge undertaking and, while they estimated it at only 
$500,000,000, I am convinced it will cost a great deal more than that 
in time. Besides that, they cannot possibly go out in the wilderness 
and develop a project of that kind as fast as we can right here at home, 
with close access to the materials and manpower that are necessary to 
do the work. 

Mr. MeCutzocn. Is it possible, Senator, that that location may 
have great strategic significance? 

Senator Murray. No, It isjust the opposite. It stands out there 
like a target. 

Mr. McCu.uocnu. That is what I mean—strategic importance in the 
world plan. 

Senator Murray. Whereas our Armed Forces point to the fact that 
the developments we have in the Northwest are easily defensible. 

The CHarrman. Is it not true also, from a strategic standpoint it 
is better to have these plants spread than to have them all in one spot 
or have so much produced in one spot like this Kitimat proposal? 

Senator Murray. In the developments we have on the Pacific 
coast, there the experts claim that they are more easily defended and 
protected because they have the apparatus set up to give them th 
warnings and so forth, and they can easily fight off any attempt to 
attack that area. 

Mr. Kearinc. Do you know, Senator, what the position of the 
Department of Defense, if any, is with reference to this controversy’ 

Senator Murray. They have declared that this area of ours ts 
defensible , 

Mr. Keatinc. I am not speaking of Montana now 
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Senator Murray. No. I am talking about the Pacific Northwest 
here, where this aluminum development has taken place, where 
Kaiser and Reynolds have set up these huge plants. 

\ir. Keatine. My point is this—and perhaps you have no knowl- 
lve on the subject: Do you know what the position of the Depart- 
ent of Defense is on the plan, and let us call it the Sawyer plan, 
though I do not mean to stigmatize it. 

The CHarrMan. Kitimat. 

Mir. Keating. All right. The chairman prefers to call it the Kiti- 
mat scheme to build a huge expansion, with our aid, up there in 
Canada. Has the Department of Defense taken a position on that? 

Senator Murray. | do not know. I do not have any information 
to the effect that they have. That could easily be found out. 

Mr. Keating. The chairman informs me a representative of the 
\lunitions Board is coming. Is he on this list? 

The CHarrMAN. Yes. Seybold. 

Mr. Keatinc. He is not on this list. 

Mr. Hituines. I wanted to ask you one question, Senator. In line 
with your argument that we should meet the great need for aluminum 
at the present time through a general expansion of domestic American 
sources, do you think that this will require the Government to reopen 
or to build anew large numbers of aluminum plants such as some of 
those we had in the last war that were operated by the Government 
itself? 

Senator Murray. The Government plants that were built during 
the war have been dismantled, and some of the material has been taken 
to other parts of the country where we are attempting to set up new 
plants. Like in Montana, we have purchased some of the pot lines 
that are going to be brought in to Montana for setting up the project 
there. They have been purchased from the Government plants. They 
are taking pot lines from the plant up in Burlington 

Mr. Hitiines. Senator, then do you think it will be necessary for 
the Government itself to build new plants to meet the need? 

Senator Murray. Not necessarily. These people that are building 
the aluminum plant in Montana are doing it themselves. I know 
the concern that is coming into Montana is very anxious to vastly 
increase the program that it has, if it can get the pot lines and get 
the facilities and power there. 

Mr. Keatina. I think the question of the gentleman from California 
boils down perhaps to this: Whether, in answering my question as you 
did, that facilities can be built here to produce more rapidly, more 

conomically, and with greater national security than in Canada, 
that envisions the building of Government plants here in this country? 

Senator Murray. No. 

The CHarrMan. Senator, may I give some information on that? 
| made a check on that and in the 500,000-ton new allocation, that is, 

he first so-called 500,000 tons allocated to existing plants such as 

oa, Reynolds, and Kaiser, there is embraced in that two new plants, 

called Harvey and the other called Apex As to those two new 
ntities coming into the field—or, rather, as to all five with regard to 
plants the Government agrees to guarantee the payment for 
onstruction, but the finances must be raised by the individual 
mpanies themselves. It is like an FHA loan or a veteran’s loan. 
other words, the Government does not advance any money but 
ruarantee the cost of construction. | . 
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Mr. Kratina. They do not pay for the aluminum in advance 
they did in Canada. 

The CuarrMan. They also give a letter of intention to the effect t] 
they will buy the aluminum at market price that these plants 
produce. 

Mr. Bryson. In other words, private industry in this country \ 
not expect any more than this proposed plant in Canada? 

The CHarrMan. No. It might be less. 

Mr. Wixuts. I might say to the chairman that my understandin 
that Kaiser or Reynolds, or both, have under consideration a propo 
to build some two or three plants, evidently of a much lesser size t] 
the Canadian plant, in the South, where the water facilities are ay 


able and low natural-gas rates exist. That is under considerat 
Mr. Goopwin. Senator, vou have referred to an abandoned G 
ernment plant at Burlington. Is that Burlington, Vt., or Bu 
ington, N. J? 
Senator Murray. Burlington, N. J. That plant is being d 


mantled and the machinery in it is being sold to other plants that 
being established in other parts of the country. 

The CuarrMan. One of the conditions precedent to the success 
operation of an aluminum plant is the supply of bauxite, of cour 
whence comes alumina, from which you extract aluminum. W1 
about the supplies of bauxite in this country and outside this count: 
Are they controlled by any of the existing companies? 

Senator Murray. The supply of bauxite within this country see! 
to be very limited. Our supplies of bauxite have to come from ot] 


A 


places. A lot of it comes up from the Guianas in South Ameri 
Arkansas, of course, has developed considerable bauxite there. I ha 
been down and seen their operations there some vears ago. But 


course, it is insignificant in comparison to the whole demands of 1 
Nation. 

The CuarrmMan. There are these deposits in the Caribbean area, ar 
the deposits in the other area that you mentioned, and there : 
additional deposits throughout the world. Some of them are in 
islands mandated to Japan some time ago, and there are deposits 
Africa and India as well as Indonesia. 

Senator Murray. Yes. 

The CHarrMan. Are they controlled by any American companies 

Senator Murray. By American companies? Yes. They ha 
gotten in there and taken up some of those places where the bauxit: 
produced. Of course, the Alcoa Co. has always had vast holdings 
that kind in various parts of the world. 

The CuarrmMan. Alcoa sold some of its bauxite to Reynolds and 
Kaiser. 

Senator Murray. Yes. 

The CuarrMan. Is it your understanding that they will continue | 
sell to any of these others, in addition to Reynolds and Kaiser, tha 
may spring into being? 

Senator Murray. I cannot say as to that but I assume the Re 
nolds and Kaiser people will have to look out for their own source o 


supply, and will have to develop their own source of supply; and, 


course, thay can do that if they are alert. They already know, 


1 of 
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course, Where these supplies exist, and they probably have already ne- 
cotiated for these supplies. 

Mr. Keatina. Is there bauxite in Canada? 

Senator Murray. No. Canada has recently developed some scarce 
things there like iron ore in Labrador, which is a tremendous deposit 
id will be a very, very important item to American industry. 

Mr. McCuttocu. Did I understand you to say that Canada had 
veloped those deposits of ore in Labrador? 

Senator Murray. Of iron ore. 

Mir. McCutvocn. Of tron ore? 

Senator Murray. Yes. 

Mir. McCuttocn. Is not that a development of a group of American 
companies rather than by anv Canadian company? 

Senator Murray. It is a combination, I fuess, of some Americal 
but it is principally Canadian. A man named Timmons, who is a 
rreat industrial leader in Canada, is the prime mover in the develop- 
ment of the project, and he is devoting his time and chergies, and h s 
corporation is, to the development of that huge iron-ore deposit. 

Mr. CULLOCH. But there are at least two, or three, or four American 
manufacturers who are contributing much skill and much capital to 


that development, are there not? 
Senator Murray. Yes. That is very true. Although, this Cana- 
dian outfit itself has in its organization some of the finest experts in 


the world. That is a huge corporation. The reason I know about 
it is that it Is coming into Montana to take over the development of 


chrome without asking for a single dollar of subsidy from the Govern- 
ment, They propose to operate it on a commercial basis because of 
their knowledge of that business. They are already ope rating 2 plant 
up in Canada at Sault Ste. Marie, and they have to bring their chrome 
all the way from Africa there. But now, if they can get down into 
Montana and get this huge deposit of chrome we have there, why, of 
course they will make a very successful operation out of it. They are 
very able and competent people, and have a very high rating finan- 
cially in Wall Street. 

Mr. McCuuztocn. I would like to ask one more question. Is there 
any probability that this particular arrangement that has been talked 
about might have important effects on the international trade gen- 
erally between Canada and America, and the dollar exchange, and 
soon? =I wonder if this matter has been explored, or if it is necessary 
that we explore it from the standpoint of the State Department and 
the Department of Commerce as well? 

The CuatrmMan. The State Department representative will testify 
and Mr. Sawyer will testify. 

Senator Murray. I doubt if it would have any effect. 

The CHarrMan. Well, Senator, we are very grateful for your illu- 
minating statement. You have made a very valuable contribution 
to this inquiry. Any corrections you care to make in your testimony, 
vou are welcome to do so. 

Senator Murray. Thank you. 

The Cuarrman. We are very grateful to you 

Senator Murray. I certainly have a very high respect for this 
ommuittee and for the work it is doing, and | have confidence that 
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you will accomplish some fine results if you go into this matter cary 
fully, and will be able to protect our American aluminum indust 
and see that the expansion necessary for the future of our count 
takes place in the United States. 

The CHarrMan. The meeting will now adiourn until 2 o’el 
when we will hear Mr. Marlett. 


AFTERNOON SESSION 


The Cuarrnman. The committee will come to order. We have wi 
us this afternoon Mir. a. da Marlett of the Defense Electric Power 


Administration. We will be very happy to hear you, Mr. Marlett. 


STATEMENT OF D. L. MARLETT, ACTING DEPUTY POWER 
ADMINISTRATOR, DEFENSE ELECTRIC POWER ADMINISTRA- 
TION, DEPARTMENT OF THE INTERIOR (ACCOMPANIED BY 
SAMUEL MOMENT, ASSISTANT TO THE ACTING DEPUTY POWER 
ADMINISTRATOR 


Mr. SHears. Will you please identify yourself for the record 
Mr. Marlett? 

Mr. Maruerr. My name is D. L. Marlett, of Portland, Oreg. | 
am just completing my full-time assignment to the Defense Electri: 
Power Administration, Department of the Interior. From = mid 
September 1950 until January 4, 1951, I was Acting Administrator of 
the Defense Electric Power Administration, responsible for assisting 
the Secretary of the Interior in the organization of this new defens 
agency to carry out the Secretary’s responsibilities under the Defens: 
Production Act of 1950, with respect to the electric power industry 
Since January 4, 1951, I have been assisting the new Administrator, 
Mr. C. B. MeManus, president of the Georgia Power Co., to assum 
his new responsibilities in directing the activities of the Defens 
Electric Power Administration. I am about to return to Portland 
Oreg., to my regular employment as Assistant Administrator of th 
Bonneville Power Administration, Department of the Interior, wher 
[ have held this position since 1945 and other positions in that agency 
from 1939 to 1945. i have been asked DY the secretary ol the Interior 
to represent him in this hearing on power aspects of the aluminu! 
program and related matters. 

Mir. SHears. Have you a letter from Secretary Chapman wit! 
delegation of authority to you to represent him? 

Mr. Maruerr. Yes; I have a letter from Secretary Chapman dat: 
January 16, stating: 


I would like to have vou represent me at hearings of the House Judiciary 
tos Mi opoly § 0 tte ow sched : art ¢ Ia . 9 19 
h respect to | power supply for the pr f ea 
~ } } r 1 if spect te ri 1 1 
' | D se | ¢ Pow stra fro ir 
( I P r Ad 


clad to submit for the record 


ry , = 
Phat ieLtel | Would be 
' 


Che CHarrMan. That will be done. 
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[r. Suears. What are the responsibilities of the Defense Electric 
Power Administration in connection with the present aluminum ex- 
pansion program? 

Mir. Maruerr. The Defense Electric Power Administration has 
peen responsible, under the direction of the secretary of the Interior, 
for assuring that adequate power supplies are available when and 
where needed to provide for the power requirements of the defense 
production program and supporting essential civilian activities. This 
agency hi as been giving r spec ‘ial attention to the large power require- 
ments of suc h major defense programs as expansi ion of atomic ene rey, 
aluminum, magnesium, steel, and other metals and chemicals As 
Acting Administrator of the Defense Electric Power Administration, 
| have participated with the Defense Minerals Administrator and the 
cretary ol the Interior in certifving the need for ¢ Xpansion of alumi- 
num production facilities and particularly in certifying plans for 
power supply for individual plant facilities involved in the aluminum 

<pansion program. The Defense Electric Power Administra on 
serves as claimant agency before the National becca n Authorit: 
for critical materials and equipment noeery for power-s upply facili- 
ties and for special assistance in the form of priorities, pret ona or 
directives required to assure the availability of the materials and 
equipment. Related responsibilities are assigned to the age hey by 
Presidential Executive order. 

Mr. Suears. Have you previously had any experience in problems 
of supplying soba to the aluminum industry? 

Mr. Marterr. Yes. The Bonneville Power Administration sells 
power t o about hi lf of the prim: iy aluminum capacity of the country 
to three aluminum companies ope rating five reduction pli ints and one 
large rolling mill. During the past 4 years we have had to turn down 
the requests of these companies for substantial amounts of power they 
wanted for expansion. We have become very familiar with the basic 





problems of the industry since 1941. At that time and subsequently 
in 1946, during the Surplus Property Board’s disposal program, we 
facilitated the sale of power to two competitors of the egy Co 


of America under the antimonopoly clause of the hegese ville Act of 
1947. Members of our staff have kept abreast of the problems of th 
industry and have made intensive studies. 

\Ir. Saears. What is the picture of aluminum supplies and require 
ments—that is the background picture for this hearing? 

Mr. Maruerr. I have here a list of the aluminum plante now in 
operation and their estimated production in 1950, which totaled 
719,000 tons. 

Mr. Suears. Do you wish to offer that? 

Mr. Maruerr. Yes, I offer that for the record. 

The CuarrMan. That will be received. 
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(Tabulation referred to is as follows:) 
List of United States aluminum plants showing estimated 1950 production 


thousands of short ton 


Aluminum Co. of America: 
Aleoa, Tenn 


Badin, N.C ; 


Massena, N. Y 58 
Vancouver, Was! S7 
2 orn 24 


Point Comfort, Tex 2 


Reynolds Metals Co 


Jones Mills, Ark 58 
Troutdale, Oreg 76 
Listerhill, Ala 51 
Lor ew, Wash ol 


L otal. : ; 

Mir. Martuerr. The tabulation shows that of the 719,000 tons fi 
1950, 355.000 tons were produced by the Aluminum Co. of Americ: 
216,000 tons by the Reynolds Metals Co.: and 148,000 tons bv the 


Kaiser Aluminum & Chemical Corp., in a total of 11 plants distribut: 


throughout the country. 
The total aluminum supply in 1950 included this 719,000 tons, 1 
imports of 185,000 tons, and scrap of 257,000 tons, or a total supply ol 


+o rx 


1,161,000 tons. This supply was used almost entirely for nonmilit 


purposes and was insufficient to meet the civilian needs. Hence, t! 
+ 


true requirements of the country were considerably greater than t!] 


) \ 
rr = . . on 
lhe current outlook on the supply-requirements picture from 195 
3 ext table whicl 


through 1953 as now scheduled is shown on the 
will be glad to offer for the record. 
The CHatrMan. That will be received. 


lhe tabulation referred to is as follows: 
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Mr. Marvuerr. I will have to supply that for the record; I will be 


id to 

Mr. McCuttocnu. Did any substantial amount of that come from 
Canada? 

Mir. Marxietrr. Yes; it was practically all from Canada, Congress- 

I believe imports from countries other than Canada are only 

it 10,000 tons, so that most of it would have to come from Canada. 
\ir. MeCunztocn. Will any from Canada be under contract for the 

idar year 1951? 
\ir. Marztetrr. Yes; the scheduled output from existing facilities as 
pplied by the Aluminum Co. of Canada to the National Production 

ithority is about 110,000 tons. 

\ir. McCuttocna. For import into the United States from Canada? 

Mfr \I ARLETT. That is correct, Ves, sir. Now. | should point out 
hat is not under formal Government contract. That is the expected 

ports from Canada for commercial purposes. 

[r. SHEARS. Does most of that go to Alcoa, the American aluminum 
ompanv? 

Mr. Maruerr. I do not know offhand, sir. 

Ir. McCuttocn. Do you know whether or not the use of this im- 
ported aluminum is subject to the general restriction as to percentage 
ise based on prior sale? 

Mr. Marzerr. Yes. All uses of aluminum in this country would be 
sul ject to this restriction. 
\Ir. MeCunztocn. Regardless of the source? 
Mr. Maruertr. Yes. 
" 


Now, this table on requirements and supplies is necessarily con- 
densed because of the need for certain security measures. 
The table shows that in 1951 the supply will be 1,283,000 tons, 


a little greater than it was in 1950. But the shortage shown is 245,000 


Ors 
The CHatrMan. That is still for civilian use? 
Mr. Marzuerr. The requirements are scheduled for both civilian 
and military uses but actually the shortage would be greater than 
reflects a cut-bac 


15,000 tons because the scheduled requirement 
n civilian consumption averaging about 25 percent, and that cut-back 
s reflected in these figures. 
The Cu AIRMAN. As | recall the first cut-back was 85 pere 
lian use in January to 75 percent in February and 65 peré 


\larch. Is that correct? 


” J 
nt orthe 


nt in 


Mir. Manruerr. That is correct. However, there may be certain 
ptions for certain purposes which would mean that the average 
it-back as we now schedule it would average around 25 percent, 
nd that cut-back is reflected in these requirement figures. If the 
al civilian requirements were included, the shortage would be 
ich greater. 
lurthermore, the civilian economy would take much more metal 
would be available if normal uses were permitted, such as shift- 


om, say, copper to the use of aluminum. 
in the power industry alone, for example, w 
mbling material requirements of the industry, we 
ould be possible to shift from the use of copper for condu 


here we hay ; been 


’ 


know that il 


‘tor pur- 


ses to aluminum on the order of 75,000 tons to 100,000 tons. But 
the immediate shortage confronting us in aluminum, it is still 
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is all scheduled to come in by late 1952 or early 1953, the shortage 
will still be very substantial. 

The CHAIRMAN. Let us put it this way: This program of expected 
enhanced facilities should give us roughly a little over 500,000 tons; 
s that correct? 

\ir. Maruert. Yes. That includes 446,000 tons of new facilities 
is reactivation of facilities 
Phe CHAIRMAN. Or a little over five hundred thousand-some odd 


\Iy _ RLETT. Yes 
‘| C 


he \IRMAN. And despite that we will still be short in the first 
if > hy 606.000 tons? 

\ir A ote LETT. Yes, sir: that is true 1 was merely pointing out 
not all of that new capacity will be in service during the first 
of 1952 


The CuarrMaNn. So that even with the program and the second al- 
oO ation of 500.000 tons we would be short? 

\lr. Marverr. | think we must reserve judgment as to the magni- 

ide of the shortage until we have the full requirements picture from 
the military 

\ir. Suears. Can you provide the committee with those shortage 
figures when vou receive the requirements from the Munitions Board? 

lr. Marierr. The letter from the Munitions Board 

The CHarrMan. Wait a minute. | do not know wnether we want 
to make public that information. Whether we would be doing some- 
thing untoward by making public those figures of the Munitions 
Board, I do not know 

Mr. Suears. They have no objection. I have already talked with 
them and they will be glad to supply the information to vou directly 
about this. The old requirements are included in this picture at the 
present time, Mr. Chairman 

Mr. Keating. I think thev might object to anv breakdown, but 
might not objeet to an over-all total 

The CuarrmMan. I am not sure. 

Mir. Marierr. Now, the present aluminum expansion program 
totaling 446,000 tons of capacity compares with the total program 
which was discussed early in October on the order of 1,000,000 tons 
expansion at a meeting between the aluminum companies and the 

hairman of the National Security Resources Board, Mr. Svmington. 

However, it was determined to proceed on the basis of an initial- 
phase expansion of approximately 500,000 tons. 

That is the general background picture, Mr. Chairman, on supply 
requirements. 

Mr. Suears. Would vou briefly explain to the committee the sig- 
nificance of power—just why it is appropriate to start this hearing 
vith the power problem? 

Mr. Maruerr. Well, as vou may have gathered from the statement 
of Senator Murray, aluminum expansion cannot be planned until th: 
ower supply is planned. The way the power supply is planned 

rmines how fast vou can get more aluminum, at what cost, and 
ther you encourage more competition. However, of course, the 
ite problem, which is the other major raw material, enters into 
problem and is no less important; and I presume you will 


rt 


int to go into that subject. 


u also 
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Mr. Suears. How much power is needed in the aluminum indust 


Marterr. The primary aluminum industry in this cou 


uses about 1): million kilowatts of capacity. The expans 


rogram of 1 million tons, as proposed by Mr. Symington in Octo! 





require 2 million kilowatts more. 


Wiiurs. That 145 million kilowatts is for what period? 


f ee: 
MLARLETI Well, that is the maximum capacity, abil 

» energy of 145 million kilowatts. 

1 this program is completed, the industrv will use more po 


iillion persons in the New York City area 


Investment alone will be about equal Lo the investment 


used by 5 0 


nm-producihng plants 
I 


SHEARS What does power cost out of the total cost of pro 


} . f | +s ] 


+ \ ] 
ft aluminum, Y to 1U0 Kilowatt-hours o1 ete ivai chel 


he metal now produced In this country has a power cost 








cents per pound | understand that th total cost to p 
I I 
metal at the reduction plant averages about 12 cents p 
1) ' ‘ 
passed pon L444 heures Perhap anothe! l or 2 cents cov 
ts of administration and selling. Iwo cents of the 13 or 
would represt nt t he average cost of powe rior pre sent p 
! 
| presel SeLLInNY price is is Cf Ls 
, 
or cou th hew expansion prog im W undo btedly 
, , 
th h a] r costs oOo production Voth as » DOW costs a 
=T~ 1) Ss OT] th ordel ot 2 ( » f ts Dp po Ind, Das 
) illo! eh reves 
“ look at the chart I have here on the easel on the cost 
DOW for aluminum plants for 1951 i believe copies In sm 
‘ \ i Supplied the col | Vo Vill see I 
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EACH MILL IN COST OF POWER MEANS ONE CENT PER POUND 
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lay the cost of power varies from about 8 mills down to 2 mills for 


da 
the plants indicated. That means from 8 cents per pound down to 
2 cents per pound of metal. Most of the metal now is actually pro- 
iwed at the lower power cost of 2 cents per pound—in fact, the three 
iluminum companies in the U ae States which receive the 2-cent- 
per-pound figure account for about 471% percent of the total produe- 
on. and the Aluminum Co. of America itself has some of its own 
iter-power plants at which the metal is produced at even lower 
ower cost than 2 cents. 
Because of the difficulty of obtaining water-power sites, the in 
\ has been increasing its dependence upon purchased powel 
Half of its power supply is obtained in the Northwest at about 
nts per pound of metal. Altogether, the oar has been supply- 
(0 percent of its capacity with Federal hy Ire » power, both fron 
lennessee Valley Authority and from the Bonneville Power Ad- 
ministration. The Tennessee Valley Authority power on the chart 


ul 


) 


erages about 3.3 mills or 3.3 cents per pound. 
Mr. Suears. Why does Alcoa pay 8 mills for power at the pl 
shown on the chart’ 

Mr. Maruerr. Well, this is a special case. Because of the urgent 
need to build up a stockpile, the General Services Administration in 
November ari ‘anged with Aleoa to reopen idle facilities at Massena, 
N. Y., and Badin, N. C. These facilities had been idle largely be- 

se low-cost power was not available to operate them economically 
The General Services Administration arranged for the purchase ot 


Df UOU tons to be produced in } years and ni creed to pay og the COStLS 


of power above 5 mills. This means that the Government will reim 
burse Alcoa by about $20,000,000 for this output because of the h ih 

power cost In addition. Aleoa Ww ill be pas ing out an other S?0 000.000 
in the hich cost of power, because 5 mills, the cost it absorbs. Is above 
the normal cost of the industry. There will be a total of about 


$40,000,000 in an exeess cost of aluminum that is involved in this 
arrangement, Sey of course the taxpaver and the customers of 
Alcoa paying that bill 

| im not criticizing the policy of reactivating this higher-cost 
production. In fact, I concur in it. | am merely pointing out that 
lack of available low-cost power supplies for expansion of the aluminum 
Industry can he very costly and that we should endeavor to avoid 
or minimize such costs by advance programing of power supplies 

\ir. Sapars. How many plants were reactivated? 

Ir. Marterr. There were just two pli ints, 
he Cuarrman. What were those plants? 
\ir. Marterr. At Massena, N. Y., and at Badin, N. C 

lr. SHears. Why cannot the aluminum ‘ean use higher-cost 
power, say §-mill power, even though it raises the costs about 6 
cents more per pound? Why does not the industry raise the price 
6 cents, from 18 cents to 24 cents? 

Mir. Marierr. Well, I know that the industry is following a poi 

ww costs and prices. Aluminum today is 10 percent less in price 
lan it was in 1940, even though the price of copper is more than 
loubdle and steel and zine are higher. The industry is trving to build 
ip the enormous market potential that appasenit exists. | think 
ndustry deserves the utmost credit in the face of tl 


ne ODVIOUS 
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temptation to charge what the traffic will bear every time ther 
shortage. 

Mr. SHEARS. Suppose the industry were to raise prices and expat 
investing a few hundred millions of dollars in new capacity based ; 
high-cost purchased power. What would happen? 

Mr. Marierr. Two things could happen. First, the long-1 
market growth could be cut back drastically as a result of bigh 
prices. There would be some growth of markets but not the ma 
mum possible growth. Second, when more low-cost power becon 
available from either domestic or foreign sources, that power y 
support normally economical aluminum production, which wo 
have a substantial competitive advantage over higher-cost capac 
elsewhetr After all, the reason five Government aluminum p! 
were shut down after World War I] and never reopencd was be 
of high-cost power 


Another thing should be considered. Suppose the industry ¢ 
panded to the 3-billion-pound level from the present 2-billion-pou 
level and the metal sold for 24 instead of 18 cents. The pub! 


would pay $180,000,000 more annually for the ingot content 
fabricated metal. In addition, the fabricated metal would probal 
go up more than the rise in price of ingot, and the public could wel 
pay a total of $200,000,000 or more extra a vear. Over 10 years t! 
country would pay out possibly $2,000,000,000 more than it would 
if the aluminum expansion were handled on an economical basis 
keep costs and prices as low as possible. 

Mr. SHears. I notice from your chart that the lowest-cost powe! 
is Federal hydro power in the Tennessee Valley and the Northwest 

Mr. Marcerr. Well, actually, as I stated before, the lowest-cost 
power Is not shown on the chart, because it is produced at certail 
owned hydro plants of Alcoa that Alcoa built some years ago. Thi 
cost in that case averages about 1 to 1, mills per kilowatt-hour. TI 
hydro power at the best sites is generally lower in cost than the lowest- 
cost fuel-based power. 

Mr. SHears. Well, if that is so, why did the Aluminum Co. put 
its own power plant using gas at the new capacity at Point Comfo: 
Tex.? Your chart shows a cost of 3 to 3.5 mills per kilowatt-hour : 


that plant. 
\ 


Mr MIARLE1 # That is a new plant that has come into operation 
down at Point Comfort, Tex., last year. Alcoa built its Texas plat 
atte! inability to obtain low-cost hvdro power in the Northwest. 


The ditferential in power costs is not the complete picture sinc 
understand that Alcoa will save on transportation costs at its Tex: 
plant because of proximity to raw materials and markets. 

I might also point out that Reynolds, Kaiser, and the Apex coi 
panies in this expansion program are also planning to build plants 
the Louisiana-Texas area, investing their own money in power faci 
Ss You can inquire of these various companies as lo the 


ties using ga 
experiences in obtaining an assured, economical supply of gas. 

Mr. SHears. What is the present aluminum-expansion progra 
what companies are in it, and where are they located? 

Mr. Marverr. I understand that the aluminum companies m 
ear'y in October with Mr. Symington, Chairman of the Nation 
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Security Resources Board, who discussed with them plans to build 
approximately 1,000,000 tons of new capacity. It was agreed that 
this would be done in two phases, with the initial phase being 500,000 


ms 


In December, the Secretary of the Interior certified to the General 
Services Administration the need for 446,000 tons expansion. The 
Secretary named five companies to share in this program, according 
fo arrangements Mr. Larson was working Out. These are: Alcoa, 
Kaiser, Reynolds, the Harvey Machine Co., and the Apex Smelting 
Co 

Mir. SHears. Have these companies signed contracts with the 
General Services Administration? 

Mr. Marverr. I understand that all but possibly Apex have, but 
\ir. Las on will be able to answer that better than I. 

Mr. Kearine. These three companies are now in existence; are 
thev not? 

Mr. Marverr. Yes, sir; and the Harvey Co. has been operating a 
fabricating facility for aluminum, and the Apex Co. has been in the 
secondary smelting business. 

The CuarrmMan. That means they use scrap? 

Mr. Marverr. They use scrap. They remelt scrap for the pro- 
duction of aluminum. 

The CuarrMan. Where is the Harvey plant located; on the West 
coast? 

Mr. Marterr. Los Angeles, | believe. The fabricating facilities 
are in the Los Angeles area, but the new reduction plant is to be 
located in Montana. 

The CHatkMan. Where is the Apex plant located? 

Mr. Marutetr. The Apex plant is tentatively scheduled for the 
Corpus Christi area. 

The Secretary has certified to the General Services Administration 
the power facilities using gas to be built by Kaiser in the Texas- 
Louisiana area. Harvey will obtain power from the Federal dam 
under construction at Hungry Horse, Mont., to be sold by the Bonne- 
ville Power Administration and additional power from the Montana 
Power Co. Reynolds will expand, partly at Jones Mills, Ark., using 
steam power based on vas, purchased from the Arkansas Power «& 
Light Co., but largely in Texas, based on a generating plant using gas 
Apex is also planning on facilities in Texas, based on gas Alcoa is 
expanding their Point Comfort, Tex., facilities, based on gas, and for 
most of their tonnage is considering alternate locations in the North- 
west, based on expanding a hydro-power plant on the Columbia 
River owned by the Puget Sound Power & Light Co., and in the Ohio 
Valley, based on coal-fired steam power 

Mr. Suears. Do you have a list of the companies and the amount 
\pansion of each? 
ir. Marvetr. Yes; I have a table showing the Capacity OL exw hi 

pany early in 1951, the expansion now scheduled for each com- 
y, including two newcomers, and the production scheduled by 1953. 
The CHarrmMan. That will be received in the record 








G4 STUDY OF MONOPOLY POWER 


(The tabulation referred to is as follows: 


Distr hut of 7 na ul minum p oduct on capacity } / U ted States com} 
nes. 1951, and as scheduled. 1953 


Mi SHEARS. What does this show as to the effects of hew com- 


Mr. Marverr. Well, vou will note that three companies are p 
lucing primary aluminum early in 1951. Aleoa contributes 49 
percent of the capacity output of 770,000 tons, or 378,000 tons 
Aleoa. Reynolds contributes nearly 30 percent or 228,000 tons, 
Kaiser contributes 21 percent or 164,000 of the 770,000-ton total. 

This picture means that the aluminum industry is the most co 
centrated major industry in the country. 
Mr. SHears. Well, the pew expansion program does not seen 
nge this much. 
Mr. Marverr. Alcoa will drop in percentage of o 

Reynolds will drop somewhat; Kaiser will remain the same; but 
new producers will appear, Harvey and Apex. Under the new « 
tribution the total capacity by 1953 of prin lu 


+ 


p it some wh 1 


3 Of primal 
295,000 tons 

The CHatrmMan. What will be the percentage for Harve’ 
Apex? 

Mr. Marvierr. Harvey would be 5.6 percent or 72,000 tons 
Apex will be 4.1 percent or 54,000 tons, for a total combined of 9 
\leoa’s percentage becomes 44.5 including 79,000 tons of high- 
capacity reactivated facilities; Reynolds, 25.4 percent; and Ka 
20.4 percent. So that Alcoa and Reynolds will drop slightly in p 
portion and Kaiser remains the same and the two newcom: rs, Hary 

and Apex, pick it up. 

Mr. SHears. I notice a footnote, ‘Includes 79,000 tons of high 
capacity, temporarily reactivated.”” What does that mean; 
you explain that? 
’ Mr. Maruerr. Well, that is the 79,000 tons of idle capacit 
mentioned earlier, sir, which will be used only temporari 
lack low-cost power. It is high-cost-power pro 
If vou duct this capacity from the 1953 figures, then Alco 


share of the industry will be 40 percent of 1,216,000 tons, which 
drop from the 1951 percentage of 49 percent 

\ir. Sears. Well, a five-company industry, with two new 
panies contributing only 10 percent between them, does not lool 








nmen 
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Mr. MARLETT. Well, that is how | see it, too. But after this com- 


mittee has gone into the problems of the control of raw materials, 


e bauxite supply, and the large investments needed for an individual 


the br 


mpany, and the economic factors involved, vou will see why it is 

possible, at least in my opinion, to make this industry comparable 

steel or petroleum in number of producers. I think we must face 

facts and try to foster as many new operators as are possible 

vided they operate at reasonably low levels of cost If the Gov- 
; 


nt wants to promote competition without regard to how high 
eP Costs and prices he iV a8) for —" producers, we could possibly have 


te a number of producers. gut then the market outlook would 
1 uch less favorable, the eosts to the public would be ver, hich, 
nd that kind of competition would not bring the benefits that com- 


etition 1s supposed Lo bring. 


\ir. SHEARS How long will it take to rel the hew alumimum plants 


» production? 

fr. Marcerr. Well, the answer to that question will differ in each 
It would take only about 6 to 8 months to build inith { 

aluminum reduction plants under normal conditions, but with 

rrent material, equipment, nae manpower problems this would be 


very fast time. Some capacity ) be operating in 8 months because 
cas engines for the power plant can a te builtin that time. It will take 8S 
to 16 months or longer for additional gas engines to be produced 
Therefore, some aluminum capacity will also swing into production 
in that period. In general, | would estimate 12 to 16 months for most 
of the « wpacily, with some capacity in S to 12 months Steam power 
hvdro power normally take about 24 to 30 months or longer but 
nterim power supply can be made available perhaps at higher cos 
within the 12- to 16-month period. 
\ir. Saears. What is the Defense Electric Power Administration 
doing to expedite the provision of power for the first expansio 
=n 
Mir. Marverr. Well, the power program for aluminum was ! 
gely to the aluminum companies to initiate independently of t} 
Defense Electric Power Administration as a result of the pol 


ram laid down by Mr. Symington in October. These policies wi 

et the aluminum as fast as possibl and use whatever power could 

‘btaimed rapidly. The aluminum companies were in effect told to 
up what they could find in power solutions—-building their ow: 


plants or buving power. It was recognized that this kind of 
ch meant higher costs than customary, so the aluminum compa- 


re promised Government aids in guaranteed ~p irchase contra 
ranteed loans, and accelerated amortization for income-tax 


Is 


\fter the aluminum companies had worked up their own solutions, 
Defense Electric Power Administration had become sufficiently 


more eco- 


Zed to begin to review the question and see whether 


ical power solutions could be provided as rapl lly However, the 
m was such that I could offer only a few const live sugges- 

s that were as rapid and economical as the proposals that had 
hied These suggestions were made available to all of the com- 


ir their consideration 
Ir. SH ARS Well, how about the second phase of the aluminum 
n program suggested by Mr. Symington, the next 500,000 
Wh: it can be done to provide powel * for Ame rican prod icers 


») 
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Mr. Marcerr. Well, I have written to the committee on Janua 
9, 1951, discussing this matter. As | said then, more power can 
provided by building in an aluminum plant a power facility using ¢: 
engines, or by building steam plants using coal. From one of t 
charts I submitted here to the committee, vou Can see that coal-stea 
power will probably cost around 4 mills per kilowatt hour. It 
shown on this chart as between 3.8 and 4.3 mills. 

Mr. MceCutztocnu. Is that in accordance with the present cost? 

Mr. Maruerr. Yes, in accordance with the present cost. Th: 
figure comes from discussions with the aluminum companies and son 
of the power companies in the coal areas, and that is roughly the ran, 
of cost in the coal-steam areas, 3.8 to 4.3 mulls. 

It would probably take about 24 to 30 months to build new stean 
plant facilities in proximity to an aluminum plant to make availabl: 
this low steam power rate, but interim power supply at somewhat 
higher cost could be made available within a year until the new lowe: 
cost facility is placed in service. 

Mr. MeCutztocu. What would be the source of that power? 

Mr. Maruerr. Well, that power would be produced from the exist 
ing facilities of the power industry pools that serve these various areas 
and would have to be transmitted from outlying sources. It would 
therefore be higher in cost on a temporary basis until the new steam 
facilities were actually placed in service. The new steam facilities 
would be of much more modern design and of much more efficient 
operation. They would be in the proximity of the aluminum plants 
and would therefore be able to offer this low rate of 3.8 mills that is 
shown in the chart. 

Mr. MeCvuttocn. That would be irrespective of the location of th 
coal, or is it necessary to bring the facilities together with the source: 
of coal? 

Mr. Marverr. It would be necessary to bring the facilities togethe: 


the coal supply, the new steam plants and the aluminum plants to b 
all together. 

Mr. MeCutztocn. Do you know what the cost experience of that 
new plant is in the Ohio Valley, which is a coal burning steam plant 

Mr. Marverr. Are you speaking of the Phillip Sporn plant of thi 
American Gas & Electric Co.? 

Mr. MeCutiocn. Yes. 

Mr. Marverr. | would estimate that has about 3}, mills im costs 

Mr. McCunztocu. Has there been much improvement in machine! 
and equipment since that plant was compieted? 

Mr. Marverr. Not a great deal. 

Mr. MeCutztocn. It is about the most modern plant in the field 

Mr. Marwerr. It is one of the most modern plants, ves, sir. 

The CuarrMan. I take it is pertinent at this juncture to read 
the record the letter to which reference was made, the letter address 
to me as chairman of the committee under date of January 9, 192 
from the United States Department of the Interior, Defense Elect: 
Power Administration, over the signature of Mr. Marlett. 

I have your letter of December 28, addressed to ttention of Mr. Han 


ided e United S and V« 
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put | 1954 destined for use in this country Ultimately, the 

elopment would be on the order of 1,200,000 kilowatts of wer 
wns of aluminum However, the actual time required to build t 
wuld be longer than 4 vears because of the remot ss of the proj 


and other problems of construction 21 d securing critical ma 


natic an 


would be possible to provide power in this count 
project for substantial quantities of me 


It would be well to repeat that: 


would at possibl > 


» provide power in this country soone 
project for substantis 


| quantiiies of mets 





provide here as much or more power than the ultimate 
ment et no evident difference in time schedule for the use of 
an producers, and probably with less use of critical materials 
American company could develop a project in Venezuela at les 
ess critical material and in less time than the British Colum 
Phe po je power developments in this counts 1 Ven 
rminu eXpansion oO t! I IS Of prese¢ er ) | 


Then there is a schedule which we will place in the recor 
The sehedule referred to is as follows 


net George Dam, Washington Water Power Co 


Cat 
W ashingtor 2 
Box Canyon Dam, Pend Oreille Public Utility Distr 
\\ ngtor 2 48 
1 oes R k and M fic 1 1) y ‘ I 
Wast D , 
1 Da N lr r ent ) y. 
Dp Dl Or ) firry ’ 
\ 1 r 
{ ) 1. Ore 3 
H ) W ast 
\ 
) | oO » 
| ‘ 
I n and sec ig! | ( ‘ 
, 
eT f ) Cars { 
A 
Gorge Dan 100, 000) Chief Jose 1) 
Rock and Mavfield lee Harbor D 
lear 107. OOO 
on Dam 12, 000 Lo 
Dam 30, BOO 
i NO l o4+ we li ti | t ( 
( eT ‘ f their pul } 
bo ke rom ‘ hy ( ] 
’ ? that ox 1 by 1 fer | 
| projec i 1 power 0 ty { ‘ t ‘ { 
re ) tabi OWS | \ } 2 ‘ p 
‘ e Unit St: s te 67.000 
( 1 t he me } e i ! ct 
{ i) ( ld he olt me per iW 
Qi8 1 ‘ | 1 & 


d 


; 
and 
- 
{ 
| Ww 


cos 
O1ec 
4 Wo 
al 
yscil 
” 
‘ 
} 
| Gf 
Qo 
24 
1 
‘ 


OOO 
OO) 


OUU 








QS STUDY OF MONOPOLY POWER 





Wit e -_ firm power cé i he « vive PRS 000 
; a f i seco Ir power to 929 000 
+} t ; ‘ ‘ , W110 ver err ( S ' ' ‘ er 
) 2 r “ 1 « (; ~ ¥ 
e } ~ 
It « , t | 
4 1 fer i) Pr } 
. | mere OV ‘ 
‘ 
. é ‘ IM Vi Ve ‘ f ‘ 
( Ry ( ‘ 
S | 
‘ "] | ) 
\fr. Sa s What about power from cas engines 
f \ ff 4 1? y 
\ \ VW . power Tron AS ¢ ) = ! i ( KT) 
= TX ~ ) 4 ) a = = ? ( I ( 





S P ? expansion T ius oO rhicrt Ss {0H 2 thar f ) 

: ise of other higher costs . » ral I wo 
ag Irom 54 to I s 

Nir Vict LL¢ nay Aa a Sstion m7 + Arne would pi ! 

3; o | ) r) ‘ \ rrnit i ’ Lore 7 th Siurroun 
ery Wstal sas » th prea mnaitto expan ’ to atl laciiit S 
Ver ] if} Te ills oT ne tvpe ots } Vil } \ hy Corl Lue 
D ~ tf oO net = re ! ne to s ai = OT ) = 

Mr. Keatine. And the type of governments that exist in some 
thas Sout] Amé ean countries 

\{ \1 ( 4 ; lan rlad tO aes that } e nace ‘ 29 
xplor view af the tart that we have these produ no 

No 7 (Ami . th r) the next 9 oO { x +} . rm | 
nen not parallel and 1 think that abus t supp 
COa SS nave so man pia » An | | I ist be so 
lo ‘ } 1 ? } favor on +} ener ’ © , , 
of Am: ' n X ezuela o aS EP eee ( Pres 
be ' SS ey he transport tw : ; 


\ VO mgressma iv thing \ 
= , Y this: J = | \ to I x di ha | I a po 
. , 
< PXDANSIO! this « intrv bv Ame! producers ) 
Ol a ot tt sit ties of low ost pov i! ! 
] ri ] 1 
on | ‘ " rt on the pote! \ yD \ er 
h ] anted consideratior The fa s invo 
} 14 } + ] ‘ , 
p - \\ L we ed Ss I 1 po 
’ + 9 , ryt 
= ted i Ol f < ] < pre { > 
+ fy . Ah + , 
i < oO Dowel i b \ ) ime site S 
() nh 0 i ] t ving cit ' i 
1 
) ’ ? | ~ = 
{ ‘ * ahila Ail , 4 i = 
+ +} | —— : y 
< { S 1X ) e | 218 yw ae 








STUDY OF MONOPOLY POWER 99 


of cng would be shipped. The United States tariff of 2 cents would 
apply | yut costs shoul | be ve ry low. 
hog Secretary of the Interior has ¢ ‘alled this project to the attention 
of the Chairman of the National Security Resources Board, 1 requesting 
( email as to any strategic or other factors that may be involved 
ind suggesting that if the project is to be developed w ould like to 
the job undertaken by an American company, subject to American 
ontrols, and as part of the development of the American aluminum 
ndustry. 
The reason for that, frankly, is that we understand that the 
\luminum Co: of Canada was interested in the Venezuela 


pre ject 
but their priority of development is for the British Columbia project 
n ¢ ‘enade. It would be unfortunate if no one else could develop the 


Venezuelan project, because the Aluminum Co. of Canada that had 
the right to develop it but was putting all the pressure behind develop- 

y the British Columbia project. 

\ir. Winson. Does Canada have bauxite? 

Mir. Marvterr. No; Canada obtains its bauxite largely from the 
Guianas—British Guiana 

\ir. Witson. Where is the bauxite derived from for the Texas 
plant? 

Mr. Maruerr. That also will come from sources such as probably, 
the Guia nas. 

\[r. Suears. What about hydro power? 

Mr. MIARLI wt | had a few more comments to make about CAs 
engines, Mr. Shears. As I said, if a substantial part of the second 
expansion program requires gas’engines, it will probably take about 
2 years ;because of the time needed to build engines for the first 
expansion program. 

We investigated in the Defense Electric Power Administration 
pretty thoroughly, the ability of the manufacturers to make gas-engine 
deliveries in the first phase expansion program for Kaiser, Apex 
Reynolds and Alcoa. We satisfied ourselves that that first expan- 
sion phase program could be handled by the 
hut 


gas-engine manufacturers, 
that it will require some expansion of the manufacturing capacity 

on their part. 

Mir. Suears. All right, now what about hydro power? 


Mr Maruerr. The hydro power picture is an unusual one, inso 
far as aluminum expansion is concerned. I have here another chart 
howing the developed and estimated potential hydro “ ver on major 
river systems of the country. This chart gives just an approximation 


of the potential capacity. I have not had time to work up a refined 
set of estimates, but these approximations will serve the purpose very 
well 
You will note the tremendous possibilities on the Columbia River 
system and the moderate amounts remaining on the Colorado ane 
Missouri Rivers. The Tennessee River system has been su 
veloped by the Tennessee Valley Authoritv. The Niagara-St 
iwrence River system has more power remaining to be developed 
n the Tennessee system. 


| + 
OSstantia 


You will note on the right side the approximate costs or delivered 


ce per kilowatt-hour from the most economical projects that may 
CLOVE loped on these river svstems The lows st cost power will } 


1 


ihe Niagara-St. Lawrence. It is doubtful whether any licht- 
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DEVELOPED AND ESTIMATED POTENTIAL HYDRO POWER 
ON MAJOR RIVER SYSTEMS IN THE U.S. 


RIVER BRRMEE DEVELOPED - MILLIONS OF KW Estimated delivered price 


of most economico! | 


SYSTEM MEG POTENTIAL — ” ot potential supply, mills 











0] 10 15 20 25 30 35 per kwh t 
Columbia _ | sien 
River 
3.8 330 
Colorado —— 
River =) 5.5 
23 44 
Missouri 
O06 37 
Tennessee NOT 
River AVAILABLE 
23 11 
Niogoro-St Lowrence 
(American Side ree ; 20-225 
> E Detense Power Administration and Bonneville Power Admini strotion 
05 i868 


metals industries will be able to obtain this power because of th 
tremendous demand for other uses that can afford to pay high prices 
it the densely populated Northeastern States. The next lowest 
cost power de velopme nt will be on the Columbia River The other 
river svstems will nerallv not be attractive to heavy power-usineg 


} 


industries like aluminum, because the costs of power will be greate: 
than that obtainable from steam plants burning coal, or from gas- 


engine plants. Furthermore, higher transportation costs would add 
the eq valent of at least 1 mull per kilowatt-hour for any location 
of alumin ne yg facilities in the Western States 

For example, when we _ show 2), mills as the cost of power on thi 
Columbia River, because of transportation factors in the industry 


vou would have to add about 1 mill or 14 mills to that cost to compar 
with the cost of power, let us sav, in the South and East, and vou al 


] ist offsetting higher transportation costs 

Lodi iquire of the Tennessee Valley Authority as to what pric 
they would quote for power for aluminum production. Their quot: 
tion was approximately 4 mills per kilowatt-hour, with a provision 
for interruption or peak shaving during peak periods. Thev wer 
quoting on the basis of steam. Four mills per kilowatt-hour, of 
courst oes Hol comp with other sources, so that L showed this 
not as lab terms of hydro 

lo pri | purposes, therefore, the only hvdro power tha 


would Db momuically priced to the alumimum industry would be 


the Columbia River power There is a tremendous undevelop 
potential which could be made available at 2.5 to 3 mills per kilowatt 
hou 

Mr. 5S s. WI Ss th ne eleme volved in making ava 


adie Varo pow lOr HiUMINUM eXpansio! 
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Mr. Maruetr. My letter lists four dams in the Northwest that can 
be completed within 2% vears, providing enough power for 117,000 
rons of aluminum. Another 50,000 tons could be obtained in 2% 
vears by building a steam plant in the Northwest to firm up present 
supplies of interruptible power. 

\ir. SHears. Are these four dams that can be built in 245 vears 
Federal dams? 

Mr. MARL} yy No. They are to be built by two utilities, one 
municipality, and one public utility district In fact, the Federal 
Power Commission has just granted a license for the construction of 
one of them, Cabinet Gorge Dam in Washington State, by the Wash- 

eton Power Co., a private utility. The Defense Electric Power 
Administration, | might say, endorsed or certified to the Federal 
Power Commission the need for expediting that project to the Wash- 
neton Power Co., because of the power situation in the Northwest 

\MIr. Keating. That is to a private power company? 

Mir. Maruerr. Yes, sir. 

Mr. Keating. They are going to build this dam themselves? 

Mr. Marverr. That is correct. They are building the project 
themselves. They have just been given a license. 

Mr. Keatina. You also have applications, you say, by munic- 
ipalities? 

Mir. MARLETT. Yes. There are projects proposed by the citv of 
Tacoma, for example, which are now involved in hearings before the 
Federal Power Commission. 

Mr. Keating. There has been no action taken? 

Mr. Maruerr. No action has been taken on that 

Mr. Kearinae. Is this application by the private power company 
the only one on which favorable action has been taken? 

Mr. Marverr. That is correct, to my knowledge 

Mr. Keatinc. Have vou had any applications for any States 

Mr. Maruerr. Not as vet, sir; no. 

Mr. Witson. Am I correct that the quickest way to get aluminum 
production is either by coal or gas power plant, over anv of these 
things? That is, unless the power already exists? 

Mr. Marverr. That is generally true, that gas plants could be 
brought into production in the course of, sav, 8 to 12 months. Coal 
power plants, if vou start from scratch and build a new plant, may take 
24 to 30 months, although I mentioned in my testimony the power 
pool arrangements among the utilities might make available an interim 
power supply at higher costs, until the new plants were built 

Mr. MeCuttocn. About how much higher would that cost be, 
might L inquire? 

Mr. Maruerr. I am not sure that I could speak for the companies 
on that. Ll would judge on the order of a mill to a mill and a half 
higher on an interim basis than on the permanent basis 

Mr. MeCuttocu. Notwithstanding the fact that that is temporarily 
surplus power in the power pool? 

Mr. Maruerr. Yes. That relates to the actual cost of getting it 

Of course, | am speaking of the coal areas where there is a con 
siderable amount of lower-priced power than up in the Massena, N. Y 
rea where the costs are quite a bit higher than that, but the areas 
being considered by the aluminum companies for possible expansion, 
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based on coal-fired steam, probably could make available inte: 
power in the neighborhood of 5.5 to 6 mills, and permanent pow 
around 4 mills. 

Mr. Witson. What length of time do you think or estimate 
would take to put in operation the hydroelectric power, where 
have to pull | the de am and all? 

Mr. Marierr. Some of these that I have just mentioned could 


put in in oon 2‘, vears. The license just granted to the Cabin 


Gorge project requires the company to start construction by March 
and to have three generators in service by November of 1952, whi 


is a little under 2 vears, actually. Those are unusual. 

The CuatrmMan. I do not have any brief for one or the other, but 
think it is well to consider that when you use gas or you use coal 
are reaching into the Nation’s heritage, whereas when you use hy 
power, if “oes on torever, you are not coin er ipto anvthu ng, 

Mir. McCuntocn. Coal will go on even be vond that. 

Mr. Suears. I think to clear up one point, may I ask this questio: 
Is it not true that some of the private utility companies are going | 
turn back within the next 2 vears a considerable amount of pow 
which they are now taking from Bonneville which will be available fo 
this and other purposes? 

Mr. Maruerr. Yes; assuming that some of these new projects 
forward. For example, in this one case that I have mentioned, 
project to be built by the Washington Water Power Co., that w 
enable the company to use that new power for its own purposes and 
to back off from taking power from the Federal system. The. Feder 
svstem will then be able to take care of some of the industrial requll 
ments. That is the way these new non-Federal projects would actual 
lp in meeting the industrial defense requirements. 

Mr. SHears. You were discussing dams, first the private dam 
Have vou fil ished on that point? 

Mr. Mat Yes; I believe I have covered the shorter ter 
hey are limited in number, it is true, and most of the larg: 
take longer time, as the Congressman has mentioned. 

Mir. SHears. Had you discussed the Federal dams? 

Mr. Marverr. Two are already under construction that I list 
in my letter to the committee. The first one is to come into productior 
in about 3 vears. That is McNary. And the second is Chief Josep! 
Dam which will come in within 5 years, by 1955. They will provid 
for firm power over and above other load requireme nts to produce th 
equivalent of leant 207,000 tons of metal per vear. Two addition: 
dams have been included in the President’s budget, now before th 
Congress, and they would require on the order of 5 vears for constru: 
tion. If Congress appropriates funds to start construction at 
construction is expedited, these dams would provide power for 81,00 
tons of aluminum by 1955 and much greater amounts in successi\ 
vears. That is over and above other requirements. 

Mr. SHears. You discussed Venezuela. Is there anything else that 
you wanted to add to that of January 9, 1951 

Mr. Marierr. No; 1 believe not. 

Mr. Suears. What about the projects vou listed on the bottom o 
page 2 of vour letter? . 

Mr. Maruerr. These are listed also at the top of page 2 shown 
the amount of firm power they would provid 
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lable for aluminum 365 days per vear. The listing at the bottom 
the page is for addition: al amounts of power which will be available 


for shorter pe riods of time until ec nough storage ¢ ontrol and other dams 


1 


built or steam plants constructed to permit firming up. Just how 
h firm power and aluminum could be obtained cannot be det 
d now. but the aluminum figure could run into a few hundred 


isand tons per veal within the 5 years. 


The CHAIRMAN. Your testimons shows so far a 1,000,000 ton expan- 


hiya ff »} . . f +} \ ‘ ' : 
program Was proposed DY the chairman Of the Natlonat resours 


t 


iritv Board in October, and 460,000 tons of this program Is how 


started by five companies, that 1 , the three existing companies, 
> Harvey and Apex? 
\ir. Marverr. Yes 
Vhe CHAIRMAN 1 think vou heve, also, hown that by n Qt 
minum deficit in this country would be substantial, that th 
is will exceed the full supply after 446,000 tons of expansion 
the picture. | thus conclude that we must have more aluminum 
ding to the military requirements that have been received by 
committee, You have expressed yoursell in that regal 1, also 
und these support the need for even greater suppil than your igures 
sh my, 
| would like to ask you whether you are acquainted with thi 
proposal of tl by 


constructing the large power plants in | 


1c Canadian Alum num Co. to supphy aHiumMminum 
sritish Columbia? 


Mir. Marzuerr. Yes, sir. | have discussed this matt the 
LD tment and with Secretary Chapman. 
The CHarrMan. What is vour understanding as to the nature of 
Mir. Marzuerr. First, Mr. Chairman, I wish to make it clear th: 
comments are not directed at the current imports irom Canada 
( spots ipplies ol aluminum availa te trom existing production ta 
which should continue to help us Out in this emergency period 
\iy comments will be directed rather at the Canadian plans to expand 
production facilities in British Columbia, and to dispose of much 
of the output to this country 
I have, of course, seen the press release that Senator Murray referred 
morning, issued by Secretary Sawver, announcing some of his 
l SSLOLLS with Mr. [5 1). Howe, Canadian NLiniste: Ol | nae ata 
Commerce, in which reference was made to the resumption of negotta- 
: | una erstand that the ¢ ‘anadian company contempt Les pro- 
ding with plans for the British Columbia project, possibly on a 
0 rfeaial basis, but perhaps looking to this country for 


tance on materials and priorities, but also with a view ol selling 


\ 
out x billion pe _ or more of its aluminum to the United States 
Phe CHarrMan. A billion pounds? 


Mi vps ETT. ‘. billion pounds or more, I say With substantial 


to commence about 1954, and reaching a rate by 1955 on 
rder of 210,000 tons. That information was supplied directly 


| 
i 
i) Bovd ot our office by Ci neral Harrison 


The CuatrrmMan. The head of the Bureau of Mines? 


Mr. Marierr. Dr. Boyd of the Bureau of Mines, by General 
son, showing a schedule supplied by Mr. C. D. Howe, as I 
rstand it, to General Harrison, as to what the Canadian company 

iid do in the way of making deliveries to this country. That 
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schedule showed an initial amount in 1954 of about 145,000 tons, ; 
in 1955, 210,000 tons. 

Mr. Suears. Is it vour understanding that the only way th 
additional imports could be supplied by Canada is by construct 
the British Columbia project? 

Mr. Maruerr. Well, | understand that to produce this alumi 
it would be necessary for the Canadian company to construct a lx 
hvdro power project and aluminum facility in British Colum! 
The schedule behind this information as to what the company cou 
do in the way of making available aluminum to this country inclu 
all of its production facilities. Included in those facilities 
expansion of the British Columbia project. That is the informat 
that Dr. Bovd gave to me. 

Mr. Suears. You say that was received from Mr. Harris 
National Production Authority Administrator? 

Mr. Maruerr. Yes. Dr. Boyd advised me about that 

Mr. Suears. Are these figures on proposed imports from | 
Columbia being considered for inclusion in the supply program of 1 
Defense Minerals Administration in vour Department? 

Mr. Maruerr. Dr. Boyd has treated this not as a source of supp 


? 
rit 


in the total supply figures, but as proposed additional Canad: 
imports that are currently under negotiation. It is sort of a mem 
randum entry; in other words, it is nothing firm, as I understand 
It has been purely a matter of preliminary discussion and no fin 
decisions have been made, but a schedule of possible imports frot 
Canada was pr pared and that information has been reflected in o 
planning, but not firmly included in our total supply figures. 

Mr. Keating. Do vou have any information regarding a matt 


brought up this morning as to the extent of the shipments, if a 
from Canada of existing supplies to countries behind the iron curta 
Mr. Marverr. I do not have official information on that I ha 


seen the information listed by the Aluminum Co. of Canada in t 


own prospectus for the sale of some S50.000.000 of securities te 
expansion. That information was listed for 1947 to 1950 An 
showed, for example, that in 1950 a total production of 378.4 


metric tons of which 147,900 was to the United States of Amer 


132.800 to the United Kingdom, 60,200 to Canada for subsequi 
fabrication for export, 5.300 tons for Brazil. 4,600 tons for Austral 
1.200 for Holland, 3,500 for Italv;: all others, 19,900 tons. I do 
have the breakdown of ‘‘all others i 

Mr. Keating. Do vou know if any of the shipments to the Unit 


Mr. MarLett No, sir: I do not have that information 
it vour understanding that the inclusion of 

supply chart that vou refer to of the future Canadian product 
from British Columbia was placed on that chart at the instructior 
Mr. Harrison? ; 

Mir. Marverr. I do not know the answer to 

\ir. Sears. Do you know whether this project will require ess 
tial materials from the United States? 


Mr. Marvtetr. Well, I do not see how it could be otherwis« ri 


| referred to about 


that 


press item that has previously been mentione: 
million tons of American steel. Whether or not this is correct, 


evident that substantial aid will he necessarv in view ol the magi 
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tude of the undertaking, as | understand it, namely, a new company 
town of many thousands of persons, power plants, dams, and trans- 
mission lines to provide 1,200,000 kilowatts, and an aluminum plant 
about 600,000 tons capacity which would be the largest in the 
orld, an alumina plant of 1,200,000 tons capacity, also the largest 
the world. docks and loading and unloading facilities to ocean ves- 

) | 


is, a railroad connection of about 50 miles, ana all k nds of construe 


on equipment 
\ir. Suears. If this company gives priorities for the Canadian 
evelopment, will that interfere with our own aluminum expansion 
ovTram and power? 

\ir. Marierr. I think the answer must be ‘Yes We are already 
aving some interference with our domestic power program schedules 
without the Canadian project. | would expect the same situation as 

rippened in World War Il when priorities were given in this country 


the Canadian Shipshaw project, when the War Production Board 


t 


ssued stop orders for power developments in this country. The con 
sequences, of course, would go further. We are attempting to build 
ip competition in the aluminum industry in this country. This effort 


would not be aided if we fostered a do ibling ot Capacity of the lar 


aluminum producer in the world with the understanding that muc 
would have to be sold in the long 


h of 


the output of the Canadian company 
run within the United States. 

| feel so strongly on this matter that | filed with t 
the Interior the following statement, and I will rea¢ riei excerpts 


clit 
This was in December 


he Secretary of 
1 | 


om it on the Canadian aluminum project. 
act, December 27, 1950 

‘HAIRMAN. Do you want to read from that’ 
[arLetr. I will be glad to do that Whatever vou desire to 
Is agreeable to vou? 


HAIRMAN. Yes; itis. I think vou should 


Thy 
Mii 
do. J 
The 


nn ee 








‘ itt 
\Ir. Marierr (reading): 
In a i e with our telephone conversation toda 
Canadian Government n behalf of the Canadian Al { 
United States of 400.000 to 500.000 t sofa 
i power development of approy at 000,000 ‘ 
British Columbia hvdroelectric project \ he } I 
all interested parties to dela Or pend ! 
d the matter for 1 t \ i ynis 
i sal ypea my lar t = i \\ \\ lI 
i ect oO CT CIs! nv s« re i | KES t | and 
i _ i _ lll B Iness ( t¢ a iw! I I 
I » equipment 1 { i States a s [ i States hvdro 
2 I t &4ie may be imcornsis t Ww i set Bf | ) { y 
ated near Prince R ipert and lower Alaska off the Pacific coast Bauxite 
d have to come via the Panama Canal up the coas I » submarine 
ol The large power plant and alu a a fac would be subje 
ard similar to the proposed \leoa project at Skagw Alaska, vV [ 
and the military rejected as indefensible. 

I proposal is inconsistent with present ad: ric 1 Alcoa 
ecision seeking to build up competition in the Unite States and 
to informal discussion with the Department of Justice, the proposa 

coltrary to their position. The administration is already committed to establis 
competitors The Canadian company is already the largest and lowest cos 
cer in the world, due largely to aid given the Shipshaw project by t United 

Stal n World War II Such aid has been one handicap to previous growt 
mpetition in the United States It would be inconsistent for the United 

states to aid the dominant world producer to double its capacity and theret 
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\ir. Witson. Who was that from? 

Mr. Marverr. It is signed Oscar L. Chapman, Secretary of the 
Interior, and is dated today. 

Mr. Witson. That argument and your argument are very persua- 
sive tome. In that connection, do you think there are any folks in 
this country now who have the know-how to organize and to construct 
and carry on the business of these companies outside of the existing 
bie metal manufacturers of aluminum? 

Mr. Maruerr. Well, I think that the know-how is available. I 
would put it that way. 

Mr. Witson. That is what I mean; is it available in this country? 

Mir. Maruetr. Yes; I do think so. 

The CHatrMANn. We are going to have one or two of those company 
representatives here. 

Mr. Suears. Are you familiar with the expansion proposals of 
Eastern Metals Co., for example? 

Mr. Maruerr. Yes; 1 am generally familiar with that proposal; in 
fact, several others that are under discussion as mentioned in the 
Secretary's letter. I think that in the next phase of the expansion 
program we should consider very seriously a policy of introducing new 
producers in the industry. 

Mr. Suears. In the event there should be some delay in the second 
phase of the American expansion program, to which you testified, 
should anvthing be done now about the power supply program; could 
anvthing be done now in programing power? 

Mr. Marverr. Well, I do not understand why we should have any 
extended delay, at least in starting the second phase of the program. 
We ought to arrange now, at least, to meet it and preferably to do 
better than the schedule of deliveries suggested by the Canadian 


company, namely, their proposal for 145,000 tons in 1954, increasing 
toan annual rate of 210,000 tons in 1955. Additional exp»nsion can be 
planned now, so that the supply of critical materials and the construec- 
tion program for the second phase program will fit in with other 


demands upon our economy for materials and equipment. If pos- 
ble, the power facilities should be programed 2 to 4 vears ahead of 
the time the aluminum is to be produced. 

To obtain aluminum in 2 to 4 vears from now, from the second 
xpansion program, for example, the following steps are needed 
First, hvdro, steam, and gas engine facilities should be programed 
this vear so as to fit into the production schedules of the equipmet 
manufacturers for 1952, 1953, and 1954; second! 


equipment should be programed for construction of aluminum and 


Lf materials and 
lumina plants so as to be in production in 1952 to 1954. 
To get this kind of programing under way I think the following 
measures should he considered: 
|. Agreement by the Defense Production Administrator and the 
Secretary of the Interior as to the certification ol the need ior the 
xt expansion phase 
(vreement by the Se ‘retary of the Interior and tl General 
SCTVICeS Administrator as to contra tual arrangements with various 
ucers to undertake their respective shares of the program 
Determination by the Defense Electric Power Administration an 
individual producers as to power arrangements at locations that 


hould be supplied on a normal economical basis 
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+. Programing the construction of the power facilities, hyd 


steam, or gas engine by the Defense Power Administration. 

For all electrical equipment and critical materials needed product 
schedules should be planned and steps taken to see that they will 
met 
5. Programing the construction of aluminum plants and the secu 
of critical materials and equipment by the Defense Minerals Admin 
tration 

I hope the lessons of the past are clear to the committee. Delay 
programing power means delay and excessive costs in obtain 
aluminum when vou want it. The policy of delay in the Unit 
States could very well mean a policy of default, and in that ev 
the Canadian project might go ahead, and the United States find its 


forced to accept in 1954 the consequences that do not appear to o 


} ‘ ¢ ‘ . ots 
pest interests at this time 


Mr. Suears. I gather that vou feel that the present considerat 
of the British Columbia proposal may be holding up the secor 
F th 


phase of 500,000 tons of expansion in the United States; is that so? 


Ni Mian terr. No: I am not prepared to make that stateme! 


Mr. Shears. The principal matter, according to the Secretary 
letter, involves the determination and clarification of requireme! 
heures so as to be able to determine the next expansion phase 


Mr. Kearinc. They know they are beyond any existing capacities 


even when they are enlarged in this countrv? 
. real Pig jase : : 
Nir AY ARLETTI That Ss true We Know we are behind alread, 
It isa question of determining how far we a rong, l presume, 


Mr. SHears. Why does not the Department then issue certifi 


of necessity to these appicants that vou mentioned, the four ) 
five of them that are qualified? 

Mr. Marterr. The Department is prepared to consider at tl 
{ these proposals, and | presume as soon as this pict 
Clarified, as 1 itioned in the Secretary's letter, he will be prepa 
oO issue Ul appropriate certificates. 

The Cua RMAN I take it the conditions precedent for the issu 
of these certificates of necessity, so-called, wo ild ay first 1OW-ho 
on the part of the applicant; second, power; third, supply of baux 
and, tourth adequate financing? Are there anv other condition 
th have to be satisfied? 


Mr. Marverr. I believe those are the essential elements 
The CHarrmMan. If they are present, wl 
ranting any further certificates? 


: “Sag aa . , 
Mr. Maruerr. There is the matter of th 


i 
} 
} 
i 


Vv SnoUIG there be any del 


e terms and conditions 
involved in the furt} 

 Mvolved in the furthe 

} 


hat Government assist 


formal Government assistance that would 
expansion program, and the justification for t 
ance. That, | believe, is part of the reasoning behind the Secretary 
‘omment that he wants the picture clarified from the requiremen 
side, so as to know how far the Government should go in the way o 
assistance to these new producers. 

he CHarrMan. All of that is in process now 

Mir. Manrzcerr. That is in the process now. 
The CHarrRMAN. In addition to the certificate of necessity, as | 
inderstand it, there is a letter issued by the General Services which 
provides that the product of the plant to be set up will be purchased 


by the Government, is that correct? 
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\fr. Marvuerr. The details of the General Services Administration 
believe, vou should inquire of Mr. Larson about. | 
iat that is a conditional provision, rather than a firm 


eement, | 
nderstand tl 
The CHAIRMAN. What Government entity Wwarantees the cost 
onstruction of the plant; is it the REC, the Fed: | Reserve, thi 
port-Lmport Bank? | understand there is a consti on guaranty 
\[ir. Witson. Is that not a guaranty to just take sor of the supply? 
Phe CuarRnMaAN. Itismorethanthat. Itis twofold: It guarantees 
cost of construction, so that the applicant will be enabled to get 
ate capital to put up the building with the Government ar 
Who does that guaranteeing? 
Mr. Marverr. You are speaking of the financial guaranty on thi 
financing? Yes, guaranteed financing is available to these new 
producers 


The CHarrMan. | am trving to get at what Government entity 


act ially does the cuaranteeing, or will that have to be answered by 
\lr. Larson? 
Mir. Maruerr. I think Mr. Larson is the one who should answer 
. that, Mr. Chairman 
Mr. Shears. Can you account for the inclusion of the British Colum- 
bia future plans in vour charts, and not the applications pending from 
: United States producers in their proposed new facilities? 

Mr. Maruerr. Well, as 1 mentioned earlier the entry on the chart 
was merely a memorandum entry, and the amounts are not included in 
the total supply | do nol know of any reason why uny proposals of 
the United States independents could not be reflected in similar fashion 
on the chart 

) \lr. Suears. But are not at the present time 

Mir. Maruerr. Yes; that could be done 

Mir. MecCunttocn. Did | understand vou oO si that at this time 


) 


nere was not final and complete Inanimity of opi onas to the amount 
of aluminum that would be needed over the period that we have 
en talking about? ; 
Mr. M (LETT. Yes Congressman, | believe that is tr There 
reneral recognition that we are goine to need mor : WMInUun There 
problems in determining how much more, how far the Governme: 
stam should extend, how fast thi progran should move ahead, 
of other demands on materiais and eq nel Vii nh are 
ympletely resolved as vet 
Mr. MceCuntocn. That is the first important thing that is necessary 
» be done, in your opinion, is it’ 
Mr. Maruerr. Yes; it is 
The Cuarrmuan. Tomorrow we will hear Mr. R nolds, Jr., My 
less Larson, of the General Services, and Mr. Wilson We will meet 
omorrow at 10 o'clock. 
\\ reupol it 3:30 p. m the h ring’ Was rec Sed » | { 
! ( January 20 195] t loan 
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TUESDAY, JANUARY 23, 1951 


> 
House oF REPRESENTATIV 
SpECIAL SUBCOMMITTEE ON THE Stupy or M 


Vid OPOLY 
POWER OF THE COMMITTEE ON THE JUDICIARY, 
}} hinat a ¢ 


WaT 
Sule 


The special subcommittee met, pursuant to adjournment, 
05 a. m., in room 346, Old House Office Building, Hon. Em 
Celler (chairman), presiding. 
esent Representatives Celler, Bryson, Keating, Goody 
\ieCulloch, Hillings, Willis, Wilson, and Rodino 
\lso present: Curtis Shears, counsel to the subcommittee. 
The CHAIRMAN. This proceeding of the subcommit te e will 


order. This is the second session. 
Our witness this morning is Mr. Richard Reynolds, Jr. Mh 
Reynolds, we are very glad to hear vou. Will you state to the stenog- 


rapher your name, your address and your affiliation? 


STATEMENT OF RICHARD S. REYNOLDS, JR., RICHMOND, VA., 
PRESIDENT, REYNOLDS METALS CO. 


Mr. Reynoups. Allright, sir. R.S. Reynolds, 
president of the Reynolds Metals Co 
Mir. Suears. How long has Reynolds Metals been 


isiness’ 


Nii 


dh ‘ Richn ond, \ a 


Ith the aluminum 


Reynoups. In 1926 we began to roll aluminum foil. Ls 
tered the sheet and rod business. 

Phe CHarrMan. What is vour title with the Reynolds Metals Co.? 
\Ir. Reynoups. President. 

Mir. Suears. When did your company become 
luminum ? 

Mr. Reynoups. During the summer of 1940 we made the decision, 
arranged for financing and began construction. On May IS, 1941, 
we began to produce primary aluminum. 

Mr. SHEeaARs. Why did Revnolds Metals decide to become a producer 
as Well as a fabricator of aluminum? 

Mr. Reynoups. In 1939 and 1940 the company found it impossible 
to get enough metal for our fabricating plants. With World War II 

itting off foreign supplies and the war demand for aluminum in this 

ountry rapidly increasing, we felt that there should be much more 
capacity expansion in this country than was taking place. Reynolds 
\Mletals therefore decided to supply some of that needed expansion 
iself. Webecame this country’s first independent source of aluminum 
Mr. Suears. How did your company finance these 


» 
“7 
LTius 


Fy producer ot 


producing 
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\fr. Reynoups. Eighteen cents. It is still under the 1939 price. 
Vhile all other metals are up 100 percent, except steel, 
percent. 

fhe CuatrMan. You have made a fair degree of profit keeping at 
low price, comparatively? 

\fr. Reynoups. Yes, sir. The reason, J think, thou rh, is that the 
= were amortized during the war; and, therefore, you have less 
tization costs, but on new facilities to be constructed it would be 

ong pay-out atl LS cents. 

r" CHAIRMAN. But will you not have the s rie pl vilege of 
stion of new construction? 
\ir. Reynotps. We are supposed to; ves, sir That is what ikes 
ssible to keep our price at 18 cents 
\fr. Witson. What kind of power do you use | our plant, Mr 


| t 


ynolds nvaroerect ru powell 
. : : 
\fr. Reynoups. We use hvdroelectric power In so! and we use 
} ‘ ‘\- | 4] v 
itilitv power In some, and make our own others. We 
: ll] three tvpes ol power 
i] y . oe ] ] 4 Af 
\ir. Bryson. Where are yvour principal plat situate Ir. 
] 
Olt 


Mr. Reynoups. The aluminum-producing plants are in At sas, 
There I use TVA power. I mean, Alabama we use TVA power. 


Arkansas we use natural gas, and make half the power ourselves, 
i pu hy e the other half | m ti Arkansas Pow. < | hy (‘go 
{)y t hye west coast we hay two pla its dh wl ich \ s{ i. TLE’ lle 
j I rh ( } i lar 
\ 8 I} el bill T) 
| ~ Two o1 ly \ { 

] | ) (one \ . oO] \ ; 
| one, 0 yi yb a ( n 7] nd 

~ ic « rt] 


T> ’ 
\ieCuttocn. Both : nsas 
' , 
| t Oo. Us 
> x ' , 
| O] } ars 7 ( ‘ isa 
, 
Diant Lloweve ) nsas 
‘ | (‘o. under our col 
| 1% , ] { 
' Vil R Virion - ch LO 
tiara 1] ! \ » 
\ Ch Wou ( ( ‘ ) Ve 
sot pow hich we ( er? 
rhe Di Jant | 
\ hat \ :3 ) ! me? 
| i] 
i i (Oh ha i I 
] ] ) 
| iil th tim 
) , , ' } 
\ oups. Half the t eo hird the 
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Mr. Witson. There is quite a shortage of aluminum and alum 
ingots at this time, is there not? 

Mr. Reynouips. There certainly is; ves, sir. 

Mr. Witson. We need production fast? 

Mir. Reynoups. That is what we have been told, and I cert 
think so 

The Cuatrman. Mr. Reynolds, I have 


the { nited states report and some ot th questions propounae 


before me your inter, 


you were very pertinent to this inquiry. Why did you go into 
ingot-producing business? 

Nii REYNOLD Because we could no ret al Wn nin 1929 
1940 

The CHAIRMA? Ther s onlv one pro r then? 

M REY Only one; tl \lur 1m ¢ of Ameri 

The CHarmman. And. since vou w ‘€ 

try ’ , | ’ , 
\ R ‘| { Ss I r| 





\ at yt ( ’ yf om ( 
, 
t! | h 4 i LO Wt cou Wher I rcame we 
! | } 
( | yyy ft | ' CoO ld 1} I l fh trom \ ) 
' . , = 
The ( \ old ther ; al ors in 
CTLCe 
‘ 4 » y 
Mr. R ps. Yes 
, 1 
1} C BrAl \ ; ( t} ) ( supp no 
‘ , 
11 at ) LD \ ~ 
[hye (*‘y y rAN Are thet aI appre | ? ! ) cut otf 
s , ' i] : 
\1 hk VO »~ | \ I it t Llo ! 1 \ aire act 
down 10 perce | could not si 
ar , | ‘ . 
it ('H { | rv 1} heen for oO ( workers 
R 
it it 
' } 
\ | NO Chey | yt ts 
' 1 , , 
} ( ' Do ve } , » th id ¢ 
, , } F ' 
produ 5 ¢ l ) Hilal Tin li WO i | » Those porie ( 
, 
Tt? 4 T 
NM iv! OL! } Wi ( ( i 7] i 
Ce 1) ter { I t va S { -thirds of 
11 
i¢ \\ haay yO 2 ) tf 3 | 
, , 
thi l 0 I { a \ I \ » « | 
' ry 
, | ' ged il | 
( ( 
' ! ' , 
ii (| I So | ) ors nao rau vill ‘ 
] 
{ coming ( i V pri 
— ' } 
‘i \ s. D | I | } 
, Lar 
] 
I} ( Not ( } \ T) n ! t vt 
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The CuarrMan. I am informed that condition prevails throughout, 
whether it is old producers or new. 

Mr. ReyNnoups. Yes. 

The CHairmMan. What about your supply of bauxit: 

Mi REYNOLDS. We have a very laree supply of bauxite for our 


own use. 
The CHAtRMAN. That is mostly in Arkansas? 
Mfr. Reynoutps. We have about a 15-vear supply in Arkansas, 
we have a much larger reserve in Jamaica and Haiti. 


The CuHarrMan. Where will these new producers of the primary 
tal eet ther bauxite? 


Mii Ri YNOLDS. | ao not know. We felt vou could not be anh in- 
produce! uniess you had your Ownh DAUNI _ because if 
} | ; Ecce , et ae ; : . 

( yen { on Alcoa or Alcan fo you alumina, or DaUuNXite, you we 

' p ] 4 | } . 1 ‘ 
stil ot an madependent Dy a tong shot. 

| ( IRMAN. So vou have a situation d veloping now wher 
these new proposed producers of the primary metal will have to go 
» What er sources the! are tor bauxite, and 1 hose sources are 
? T } i | ie ‘ thy | tT hat : ’ ] : lay , 
controlied Dy Alcoa they woutk O that degre ependent upon 


ay Lit . 
Mir. Reynoups. Yes, sir; but maybe they could do what we did 
The Cuarrman. What did vou do? 
Mr. Reynoutpos. We emploved Dr. Mead at MIT, whom we thought 
to be one of the foremost eolog sts in the world He selected a stafl 
and we emploved them, and we sent people all over the world, includ 


| ] ! 1 
ing the United States, looking for bauxite, and we were luc KY enough 


{ 
to tind if. 

The CHarrmMan. Do you know whether the other producer, th 
Kaise croup, has been able to get the bauxite from Alcoa? 

Mr. Ry ops. They have been buving their bauxite from Alcoa 
up to the present time, but I understand and, as a matter of fact, | 
know they are arranging to get bauxite in Jamaica. Of course, the 
d ecrer ¢ lified LO spea 1 that when Mr. Rhoades testifies, b 
ul oO have onsiderabl reserves in Jamaica, and they il pian y 
on ( pin those 

The Crarrman. Will anv of tl new pro for exam] 

H Ve } | LD bye ible to et ! cite ire \ coa? 
ht ups. We | e olfered Apex a « to furnisl her 
Vel en ) Lie ) TI if ! er 1) 1) 
nem lumina for pe oad ¢ \ i wl | could cal 
wh thev find the ow! e, or develop an aluminum plant 
\\ j offer to them 
| ( IRMA \\ ( i) | ( Cl LO ny adaiti 
i ( I It d ! 3 0 how much \\ ( 1 oniv do a Ccer- 
nt of that, 1 we | do all we car » | swe | ( 
) \y | SUPDI\ ] 
I | Vo ll ( i] hy ) ‘ 
) ( ! ~ 
\ ( LLocH. TT} hich ( | oO tur! 
0 I) | | ( sold ) 
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Mr. Reynoups. Oh, it would be cheaper, I think. Otherwise ] 
not think Apex would take it, but we have offered them a very fay 
able price on alumina. We go one step past the bauxite. We h 
offered them the alumina at a very favorable price that would m 
them competitive. 

The Cuarrman. Do you envisage an evergrowing civilian dem 
particularly for aluminum, in the future? 

Mr. Reynoups. We think in the next decade or so it is goit 
grow rapidly; ves. 

The Cuarrman. Far greater than the demand is now? 

Mr Reynoups. Well, you will have ups and downs, of course, 
we think that the trend is definitely up. 

The CuHarrMan. It is a light-metal trend; is that correct? 

Mr. Rrynoups. Yes, sir. 

Mr. Wirson. What is your view of the proposed contract 
Alean, that is, the Canadian company? 

Mr. Reynowps. | have about 10 pages on that back here, if you w 
let me get to it. 

Mr. SHears. You were asked about the present status of yo 
RFC loan. Will you go back to that? 

Mr. Reynoups. The present status of our RFC loan is that in 
we borrowed $46,000,000 from the RFC, and still owe $29,200,01 
Although our indebtedness has been reduced only S16.S00.000. 
have paid $105,103,000 to the Federal Government in principal 
interest. Here is the breakdown: In other words, because the Gov: 
ment loaned us $46,000,000 to a8) into the aluminum busine Ss, SO 





they have already received back $105,000,000, and thes have $29 
000,000 to go, with plenty of assets. I mean, it is collateralized n 


than five or six times. That is as compared to Canada, where 
pay it out and do not cet anything out ot it. 
By the RFC making a $46,000,000 loan to Reynolds, the 1 


States Government received $105,000,000 so far, and still hi > 
OOO VOU to co. 

Mr. Keatrine. How much of that is income taxes? 

Mr. ReyNo.ups | will read the breakdown: Repavment of | 
$16,800,000; interest, $13,303,000; total principal and int 
$30,103,000. Other payments to the Federal Government result 
from these loans: Rentals or le ased plants, S25,000,000: I 
income taxes from the initial loan through 1949, S50, ). OOO; tot 
other payments Is $75,000,000. Total Government receipts l 
Reynolds Metals made possible by these loans is $10 LO ABA! 

Mr. MeCu.ttocn. What interest rate do you pay? 

Mr. Reynoups. Four percent. 

Mr. MeCu.ttocn. And that is the rate now? 

Mr. Reynoups. Four percent still. 

The CHAIRMAN. Let us recapitulate tha 

Mr. ReyNnoups. Yes, sir. 

The CHarrMAn. You borrowed fro he RFC $46,000 is 
correct ? 

\ir. ReYNoLps. Yes, 

The CuarrMan. You borrowed from the Government § 

Mr. Reynoups. Yes, s 

The Ci IRMAN. ¥ )) S ‘ 
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\lr. Reynoups. That is right. 
The CHAIRMAN. You have yet to pay to the Government principal 
on the loan of $29,200,000. 
\lr. Reynotps. We still owe $29,200,000. 
rhe CuarrmMAn. You have to pay interest on that, too? 
ReyNoLps. We have to pay 4 fercent on that 
‘<1 ( HAIRMAN So vou will have paid back to the Federal Govern- 
ma loan of $46,000,000, ove ' $134.000,000? 
REYNOLDS That is right 
nN. You naturall and very pro] lv instance that 
ause vou want to have it com) ared with what happened 
‘1 that we placed across the border for the building of 
hipshaw property? 
REYNOLDS Yes. That wa about five time a argve as our 
1*] ve to or i} it 1.000.000 000 7 is and W ( 
60.000,000° pe , - of th shoul ly eg adsfiv 
\ ior Umited Stat ( ! en is W 
pansion too pla in this coun 
tA sr) TT vd ’ \ orn ttin 7 runt 
imi om the Shipshaw plant now” 
‘ ( ) Alcoa is gett ) Ol lf s comin nto 
I rat rf t) f. OO muna Inst Cal 
i ‘ NI st ol { if \ Ou 
) Yes Lbou } 
>] ) r 1 t l | | 1 { ) 
I Wel their pi it) | wkho sal he same. 
N \ s of! sterdav | Senator M 
! } ’ Ol { R ) ye of 
ountries? 
‘ ‘ We hay stat it on that \ ring to 1 
the Aluminum Co. of Canad has been shipping aluminum 
o Russian sate { yintries. As recently as October 
! 615.400 pou to ( zechos| Vania and Poland 
S heen made to Red China, as w las to Poland and 
‘ Jurine the first 10 months of 1950 these shipmen 
4 mM) Mounds 
nents are as follow 
These are shipments to whom? 
R oLps. They are to Czechoslovakia Poland, 1 Red 
( 
‘irzias. T wonder if vou could tell us what is the source of 
, tion. sir? 
i oLps. They are based o he official ¢ id Govern- 
ssued month the Dominion Bureau of Statist 
( Do th have nN PXDO ) 
R s. I do not kno 
B We onl et le of that aluminum’ 
ps. It is more than a rickle lt and 
on pounds. It is quite a lot. 


Cruiiocnu. That would be 140,000 tons I iv, would 
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How does it compare? 
Mr. REYNOLDS 


do 


those countrn 


Of course it is 1] mill 
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receive in 


‘S 


Oll, 2 


the 





two hundred and some-odd million. It is not the quantity, but j 
the principle lt ] Ist goes to show the United States does not hav 
control over that metal, and we put the mone Vv in ovel there to h 
it for defense 

Mr. Bryson. And now it is suggested that we repeat that 

Mir. Reynoups. Yes. If Shipshaw were in the United States 
example, we would have had that income in the United States 
help service our debt We would have the metal today, and our sn 
businesses would not be shut down and crippl las th ire today 

\fr. Bryson. And we would have mucl ve for our peopl 

Mir. Reynoups. } and we would have tl r | 
‘. s Govern nt could have complete mitrol ove! 

\Ir. Brys And we would be colle« sO Oo 

\fir. Reynoups. Yes 

Mr. Kearti I] le ship 

yytr) 1? 

\ir. Rey s No. We have no so vom 

Mr. MeCutio Do vou know wh nteres te was on tl 


th loan? 


REYNO 


Alea 
Mir 





agereg 


is against 200 million, oO! 


Truman committee had a he ing, and they sed to 5 percent 

Mr. MceCuttocnu. That was the maxin : 

Mr. Reynoups. That was the maximu 

Mir. MceCrvtiocu. And vou were charged 4 percen 

Mr Ry YNO ss. We were eharced $f percent nad they rot 1 . 

th the down payment We never did get anv orders from tl 
Lrovernment 

The CHarrmMan. Whv has th rat beet dtodiu Ss sens 
You ] etm | it ae \ | rhe nN I ] h 
P ts that are being made for the new { ties—either for vour ne 
ipacity or for Apex and the Harvey Co.—for the guarantee 
ee , the Fe , ] Reserve chara 3? perc t_ and the act 1a] inte 
st that 1 ls ') 1) ato private redaitors ol! I WV ers, OF whore \ 
3 voing to put up the money, is at least another 2% o1 percent. so tl 
nterest iy yunt to 5 percent, o ore 

\{r. Reynoups. If vou have to use that guarant | s rig 

t if vo sea | er guaranty than 100 percent, it is on a shdu 
s t | »HOtT! the le ! re, hut let IsSsAV VOU veta «U-De é 
go ante Ther l h less than 2 ent rhe 2 De 
sfora 100-pe g ranty 

The Cu MAN. Why t] Federal Reserve—af vou 

hs we [ (it I! 2 pe nt Tor i} Du ses Of ( Ua ney 

Mr. Reynoups. | think it is too high, but I do not know 

The Cu M | have vo reakdown of the shipments to Rus 
] nO rt) Aleal shippe » Pe lar Vu MO) ) ridis in 
wise in Octol ped ¢ Zt ioslo D> FI 00 pounds VW; 
not that at thet hat Al Was ern oring to make arrangemet 
\ hy hie oO 1 (ro nt } > SHID. ¢ ng Y ( Q 5 OV tor 
Thy , tl v1 ain r it Dp } { PY ehinn » th 
Russian s : : ons ¥ to be shipped 
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n Government to 20,000. In other words, they reduced it from 
000 tons to 20,000. Then they refused to give any at all to our 


(sovernment. Now, that is in addition to the 150,000 tons sent to 


Ave REYNOLDS. They were just vetting tough with our Govern- 
to put the pressure on to vet this expansion thing under wa 


is all that was. 


fhe CauarrMan. Do you want to elaborate on that, Mr. Reynolds? 
\ir. Reynoups. That is just my opinion. I think that is clear 
oh It is nL opinion of what thev were doing 
fhe CHarrMaNn. I know it is clear enough, but | thought vou might 
ant to sav something else on it. 
\ir. McCutztocn. | would !:ke to refer to that 2!:-percent guarant. 
ured by the Kederal Reserve. Is that an annual cuaranteed rate? 
\lr. Reynoups. Yes, sir. As long as the guaranty is 100 percent 
the loan, it is 245 percent of the outstanding amount. 
The CaHarrMan. | do not see how anybody could really get into 
siness and produce if he has to pay 2 percent to th Federal 
Reserve, and he must pay at least 2 percent to some outside financial 
p 
Fe Ri YNOLDS. He would. Yes 


ou 
\I 
The CHarrmMan. How in the world could he compete with those 
ilready in the field? He would have to pay 5 percent 
Mr. Reynoups. It is a very high charge. There is no question 
ibout it. 
The CHatrmMan. Is it easy to get that kind of money to put up a 
plant of that sort with that kind of a guarantee? 
\M[r. Reynoups. With the talk of expansion it is impossible without 
ome sort of assurance that the Government is going to take some of 





he metal 


[n other words, they are talking about doubling the whole aluminum 
dustry. Well, there may be a market for what we now have plus 
5 percent, but when vou talk about 100 percent, the market is not 
nmediately going to be there. It 1s yong to take 10 vears or so to 


| these new uses and to build them up. 
The CHarRMANn. Does not the General Services Administration give 
ter of intent that for a period of 5 years they will take the entire 


Mr. Reynoutps. No. They take it for 24; vears, and then there is 
‘cancellation provision that is so complicated I would hesitate 


to explain it. But they only underwrite the production for 2 
irs in these letters of intent, or at least in our letter of intent. It 
for 245 years that they underwrite the production of that new plant. 


underwrite it firm for only 2!5 vears 


The CHarrMan. I understood that it was for 5 vears 


\lr. Reynoups. For 5 vears, with a cancellation at the end of 2%, 
) s firm for 2 vears. They call it a 5-year contract, but they 
neel at the end of 245 years 
l¢ (CHAIRMAN Do you know what the conditions are whereby the 
ation can be effected at the end of 2! vears? 
\fr. Reynoups. I would have to read that provision. It is com- 
|, and I do not know if I can explain it. Thev have been 


ning it to me for weeks 
the CHarrMan. We will not take a week now 
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Mr. Reynotps. It will take about a week for me to explain it 
May l offer this contract as part of the record, and then it w 
in there. 
The CHAIRMAN. Ye Ss, Sir. We do not have to examine it now 
are lawy: rs, too, and it mav be it will take us less time 
That will be accepted in the record 
The documents referred to follow 
~ \ 
Kt 
{ 
| 
| 
| 
} : a f < 
} S 
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affect or prejudice vour privilege first to sell or offer for sale to industry 
produced from your other facilities. 
Anv quantity of the additional producti i) not disp ’ lance 


bparagraphs (a) and (b) of this paragraph 4 and (ij) not ot wise sold or 


1 by vou (subject to your privileg o first se ) i from 
faciities), May be tendered to tl ty ment ‘ 
period (the first such period commencing with the date of completion 
) i [acl 1s Stic | r ¢ iers na " ‘ 
i Cale lar month du g pe ria | f ) ivs 
‘piration of such period such t : 
i welilverk I ler ou i i 
ta Ss i p! I i I 1 
ments shall be made, if necessar tha G 
; ised erebyv, and } led fur ’ ( , 
» tak ler subparagraphs (a) and ( 
i 12 I p od s 1 11 } 
1b « he ad ional fa j du j 
of this i ‘ | ted Ss : r 
( mer es A : i i : 
ot e ¢ til ( i , > 
cant r ' . 
| p i 5 
| lied Stats ( ‘ i 
yf rn 
iaAciiitlies as ou n ) 
tact ( 
> Dp ibit ti i r 
ti lire« 
paris re i ( é 
‘ » Operall lt i i 
1 here If bia 
\ ) 
i i 
‘ I 1 1 
' i 
i 
ul y 
) 
i | T ; 
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9. In ease the parties are unable to agree upon a form contract within 90d 
after the date of voura ptance of this order or within such further time as 
be mutua 1 upon, this order will terminate at if sucl 
In such event, as to each contract or commitment he addit 
facilities (ineludi wit hk limit 1 commitn ts for 
l services, fur ibor, transp supplies lipn 
struction, and servi the Government shall reimburse vou for exp 
§ ullv made thereur rand either (a) require the assignn t to it of s 
tract or ¢ nitt t and assume your obligati reunder or (b ! 
t ( rs S h contra or commitment and reimbur 1 for ' 
litures ] ich eancellation and settleme leter i 
n ito pu » be Pay pe of the Adm strator of G 
Servi = 
in T ( ronment sha have t rht for it rvs e toca ‘ 
ler u y " ; aft r the comp tio? if 250 000 S f vdd ’ 
i r ereunder | y ‘ 4 ss than 90 davs witt, r f ng +f 
With respect to v additional facilit is to wl ' ur ta 
r 1 60 month s, as provided by sect 124 A of t I 





i r with respec y anv additional facilit st } mu ele to dis i 
t ie amort it oO h 601 hs basis after i i ) ait the 
as ition or such election there shall becom mediately due and pay 
, 1 from the Governm 1 sum of mone equal tot I mor ed 
f c« } add na fa i+ Sy } ele ri me nead + hy ice y are 








aceour of sue mnNeellati with respec to such fa tis 
forem¢ med with respect to anv of the addi ) fa es, for a period of 10 
ears there ifter 0 nti nts here nder equ t he L mint oF su¢ cance i 
) f ment, wile er first occurs, as and when vou produce minut! fro 
the additional facilities you shall pay the Government en amount per ton of 
aluminum so produced ¢ ul to the unamortized cost of the additional facil 

of the date f : tian d led by the number of to f add nal prod 
t whi Ww if ‘ een re red under t! ( ied portio if the contract 
Such payments shall | 1 srterl It is understood that any obligatio 
T f Da tT > T { r eT Ss} ] Past 7 © ¢ 1 of 10 
period whe ] have Ds ? LorTeg ‘ i tmnt eq i to the cancelat 

wien ta wn nd vou shall so demo rate to { satisfactior the Ad 
T 1 f General Ser t s rate will be ypropriatel reduced and 1 
pe 1 tor ! rd i 
, otr ; i? « F . 4 required 1 r and - 

ed } t Ad rat f (Gsener Sy ees f reer ler f e re 

; f , nriate Fe ral Reserve | If ‘ , , 
g r part at the ca i ) 

] 1 } + re ‘ ‘ 2H » ! ey ’ , 
? { » , r ort. S + OD ) 7. ‘ lire + 
ment f « 1x ’ ¢ ’ e regula rder of ; 

12 \ re té t make pat ‘ ~ » the ¢ r ent W 
respec f , rdance w , rms of paragrat ) 
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spply to the production from these additional fa ‘ he t 
vou actually produce aluminum at such facilities. 
“ 13. The price at which you are required to make aluminum available for sal 
to nonintegrated users as detailed in subparagraph (b) of paragraph 4 hereof s! 
be your lowest ane lished price, for the grade of aluminu volved, in effect at 
he time of delis including the terms and conditior ppliceble there 
The price for aluminum pig er ingot purchased | Go ent le 
ph 3 and ow rere vd &) and (ec) of paragraph 4 reof s 
west published price for the grade involved (including the tet i cond 
appli hle thereto) in effect at the time of deliv Try P / I 
time of delivery, the published of either of the other 7 ‘ lome 
inum producers is lower than your published pric e price Govert 
shall be the lower of 
The weighted average of the lowest published price e pl t 
I lucers averaged during the 90 days preceding the d of ‘ 
| in accordance with the ther xIsting primary Ca 
producers; or 
Your lowest published price in effect at the time of deliver 
It is the understanding of the parties that your pubushed | ce rey t 
the cost of production (exclusive of the amount of accelerated amortization 1} 
cess of normal depreciation) plus a reasonable profit and that the profit ex 
at this time is a reasonable profit. In the event that price contré are placed 
upon aluminum by the Government which result in your i ability to ear i 
reasonable profit from the operation of the additional facilities and re -ASOl ab! 
efforts have been made by you to obtain relief without success, the all } ave 
the right to cancel the contract and the provisions set forth in ps ragray h 10 shall 


apply 
14 
of pa 


additional facilities capable of independent operatio 


clude 
Mills 


plant 


¢ 


If at any time after the cancellation of this order and while the provisions 


ragraph 10 (e) are applicable with respect to the ad 
which is intended to ex- 


the potline that you are adding under th 


aluminum smelting plant and the additional pots to 
or plants) shall have remained idle for a period of 1 


is program 


ernment shall have the option during that period but or 


shall 


have elapsed, upon 3 months written notice to you, « 


tional facilities at a price to be determined by a formula 


contr 


act, the application of which will! result in neither pré 
you h 


ad never owned such facilities: Provided, however, T} 


option and retain the = facilities, on which the 


notice 


facilit 
perio 


nor i¢ 


or sup 


profit 


purch 


Ld 
tinge! 
pure! 





n the 
certifi 


fined 


auth 


to you of its intention to purchase, by a bona fi 
} 


ies in substantial operation at any time during s 
i. In a determination of the afore-mentioned forn 


litional facilities, such 


at your existing Jone 

be installed in existing 
vear or more, the Gov 

lv after 1 vear thereof 
f purchasing such addi- 
set forth in the forma 
‘fit nor loss to you as if 
at vou may avoid such 
Government has giver 
le reactivation of sucl 


ich 3 months’ notice 


ula, neither your profit 


ss in fabricating operations or in furnishing at fair market prices materia 


plies for the operation of such facilities is to be taker 
or loss from the operation of any of your facilities, 
ased, to be taken into account. 


It is understood and agreed that your obligations ul 


t (a) upon force majeure, (6) upon obtaining a 


ase and delivery of equipment, supplies, and materi: 
} 





performance of your obligations hereunder, and (c) u 
cates of necessit vy, cover ing the entire cost of the adi 


in J 





certificates are not issued, you may car cel this order on 


para 


y raph 9. 








aragraph 2 hereof, pursuant to section 216 of the 
izing accelerated amortization for Federal income 


into account: nor is the 


other than those being 


der this order are con- 
‘ities necessary for the 
sof any nature required 


pon issuance to you ol 


litional facilities as de- 
Revenue Act of 1950, 
tax purposes. If sucl 


the terms provided in 


i6. Such rights as you may have under this order to receive inceliation pa 
ments (ineluding terms of repayment, all as detailed in paragraph 10 hereof), t 
obtain guaranties of loans made to you for the construction of additional facilities 
as detailed in par. 11 hereof), to certificates of necessity entitling you to acceler 
ated amortization (as detailed in par. 15 hereof and to discont ( ch acceler 
at amortizat as detailed in par. 10 hereof) may be exercised by you either 
v respect to a additional facilities or severally and fr ti to time 
re ct to all or any one or more of the following sul livisions of such fa 

additional potline (with power and auxiliary faciliti to be built at ! 

existing Jones Mills aluminum smelting plant, (b) the additional potlines t 
power and auxiliary facilities) to be built elsewhere, and (c) the additional pots to 
be 1 — in existing plant or plants, each as more fu letailed in paragrap! 
2 hereof. 














124 STUDY OF MONOPOLY POWER 

17. All t pr s presently r iby I 
or applic uv - t ( led in « racts 
are ) { ‘ é 

g } , . rw } ted a - 
al \ ‘ = 
] Ne. ( i 

; = al T 
19 I Law 774, § ( ~ { > 
. . 
4 =) X f 
{ ~ 
By J I 
, 
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let to the month in which the 








e and 
\\ respect to paragraph 9 of the letter order, the obligation of the Govern- 
+ reimburse vou for expenditures as provided therein s ill impose upon 
rrasnonding obligation to transfer or deliv r to the Government all real 
rsonal obtained by vou as a result of such expenditures, and not 
ce 
ts paragraph 7 of the letter order is modihed to rea 
: ‘ 1d agreed that (a) the Government ma fore s pro- 
ts bv first seeking specific performa and the event f 
‘ t » eguil ible reme y lies then t ¢ = ty , sus r 
that event the measure of Gamages all be i i sto ! 
eT afte ed | t Ot in gy consequentla if! ut t i 
i | } ( right whatever to enforce this pro‘ either { t 
I itive right from the ¢ ernment. 
t ter orac! ) ters acco panvil L1G raer, 
t n resent pl cer means Kaiser Alu m & ( ‘ 
( I yids Metals Co., a e Alur lm ‘ f Amer i 
’ 1 7 oy not it ide ther ur 
alu producer W it alu im fabrica facilit or the } 
ur I ites ot wi es I ities, OF f 1Ds il I 
f ul suct vit pro rs. 
h 7 of etter order modified to pr that you shall be 
rein, re iT I { I i sul I mI 
{ - RVI \ I TIO 
4 } ylon > Dd. ¢ }) 19 19 
t ) 
ns 
( Reference < ade t our rv! of thic a r e pu } } 
s Adr stration of iminum meta iced at a - 
1 ¢ vou provice 
I mnri ir agres ‘ that ut \ ’ f ] r, 
il Ser Adi tratio \ at ir | t 
«tl i _ at i 
ur § sidiaries, 1 Revnol \ ( 1 I 
\ ' ’ f - 
{ Such postpo , ay" 
ym ¢ ud fa { rder 
f Th t fa al A . 1 ‘ ‘ 
| ' ? ’ | 1 ane " 
{ | ) 
‘ 
it stp i 
) ’ Al t } 
i 1 Deo 0 ni if ) 
ft r ; 
é , vo , ( 
’ | 
i i I i 
i it R M 
S 3 Adr ' ; 
1 ca t ~ 
bi a e Corpo! A a 
i ms po T 
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Reynoutps Metats Co., 
918 Sixrteent 


GENTLEMEN: I hand vou herewith a letter 
and sale by vou of aluminum metal pursuant to the 
expanded aluminum production. I hand you also a 


Street NW 


STUDY OF 


Inc 


MONOPOLY 


GENERAL SERVIC 
Washington, 


’ Washington, D. C 





POWER 


ES ADMINISTRATION, 
D. C.. December 19, 19 


order providing for the prod 


Government’s program for 


copy of the letter from 








dated December 11, 1950, certifying the necess 


Secretary of the Interior to me 
i covered by 


rchase 











of our entering into the contract or commitment to p 
etter or 
Your a mis ted to the last paragraph of the rtificatio It 
expressi)\ lerstood that the Government’s offer contained in the letter or 
and ar hligations of the Government thereunder shall beco1 eff ve 
! advising vou of the issuance by the Secretary of the Interior « 
r , i sr rred to lz ~ paragrap 
I t ithin which vou mav accept t! r order is rebyv ext 
60 davs after I have advised vou that the Secretary of the Interior has 
further certificates mentioned above 
In the event that s further certificates are ide at different times to er 
Ter fa s int led in the letter order, vou ma f you desire, accept 
ler a ipplies to ea Ta separately certified, ana at case t 
S s of the order lapply o to the extent necessary to ver the fa 3 
such accepta s dir ed. 
) rely ours 


Jess LARSON. 
DEPARTMENT OF THE INTERIOR, 
OFrFiIce OF THE SECRETARY, 
Washtr gton, dD. _ eit December 11, 1950 


Hon. Jess 
Ad) 


nistrator, General Services A iministration, 
Washington, D. C 


Pursuant to the provisions of the Defense Production 


























.R LARSON: 
150 (Public Law 774, 81st Cong.) and the President’s Executive Order 
| of Sept ber 9, 1950 (15 F. R. 6105), to er ible you to enter into suit- 
ible racts for t purchase of or commitments to purchase aluminum, and 
to enal y ‘ry anv other authorized agency of the Government to make pro- 
vis for 1s (including participations in, or guarantees of, loans) to domest 
producers, all under the provisions of said act and order, and all within the limits 
of the f wing certif ns, I do hereby certify that the following are necessary} 
in t} terests of na defense and to carry out the express purpose and poli 
of said act and order 
1. The construction of new facilities for production of aluminum within as 
short a period as possible to increase the production capacity in the United 
States bv 450,000 tons per annu As the military and essential civilian programs 
art id ore fir this goal may have to be enlarged 
2. The negotiat and ent into of suitable contracts to purchase or c¢ 
t : purchase all or so mu 1 of said additional production by the Gover! 
ent a iv b ess ire the construction and installation of facilitie 
for its product 
3. This certificatior o the construction of and production from all or 
any of the following facilities: 
1) Facilities having a capacity of 120,000 tons per annum to be construct 
by t Alu m C f America. 
Facilities | g a capacity of 100,000 tons per annum to be construct 
bv Re s Me Co 
Facilities having a capacity of 100,000 tons per annum to constru 
by Kaiser Al inum and Chemical Corp. 
Facilit having a capacity of 54,000 tons per annum to be constructed 
\ Ss o ( 
| les i gs a capacity of 72,000 tons per a ] to b onstructed 
t H Ma ( 
Wi i r des to dictate to you the terms and prov I 
these a a? e t desirable to « to \ I nt that 
res t \ x a hia se! s consideration sho i | given to tl! 
t g i ~ I est pa al i 1 on an adequate 
+ + ~_ . S , t 11verge i y t i t ¢ 
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lished producers as to threaten the existing cost and resulting low price policies 
if the industry. 

The location and type of power to be utilized by most of the above plants 
cannot yet be specified, but it is understood that the selection will be made on 
the basis of the lowest cost of producing aluminum consistent with the earliest 
ijate production can begin. In issuing this certification, I am reserving for certifi- 

on later the plant locations and types of power under consideration for each 
ninum producer. I want to review the proposed locations and types of electric 
wer and source of energy, whether steam, gas engine or hydro, for each alumi- 


plant. It will be necessary to verify the feasibility of proposed schedules 
produce and install the electrical equipment, and to determine what action 
ay be necessary to rearrange production schedules where manufacturers’ 
nbly lines are already committed. This is essential to avoid conflict with 


large power requirements that must also be scheduled for other urgent pro- 
particularly atomic energy and certain chemicals and metals. 
Sincerely yours, 
Oscar L. CHAPMAN, 


Ny elar ft th int r 
‘ é ior. 


\ir. Bryson. May we not ask that he put this record of the satellite 
countries in the record too? 

Mr. Reynoups. All right, sir. I will be glad to do that 

The information referred to follows: 


Report of October exports from Canada revealed shipments of 3,613,400 pounds 


Czechoslovakia and Poland during that mont! Dv the Aluminum Co. of 
} } 


Canada, bringing its 1950 shipments to Russian satellite countries to 11,.217.000 
ds: Poland, 5,318,500 pounds; China, 3,008,900 pounds; Czechoslovakia, 


1x i 


2 889,600 pounds. 

Mr. SHears. What has been your company’s aluminum production 
record? 

Mr. Reynoups. Our first full year of primary production, in 1942, 
amounted to 57,500 tons. During World War II our peak was82,000 
tons. With the leasing of Government war plants in 1946 and their 
purchase in 1949, we have been able to step up our output each year 
since the war, from 93,500 tons in 1946 to 216,500 tons in 1950. 
New capacity now being installed will increase the rate of output to 
250,000 tons a year by July 1951, and to 325,000 tons in 1952. 

In short, our production now is almost three times as great as it 
was at the peak of World War II, and next year we W ill reach a produc - 
tion rate four times as great. 

| have a record by years of our production, and if I May submit 
that, I will be glad lo. 

The CuarrMan. That will be accepted. 
The information referred to follows: 


Reynolds Metals Co., production of primary aminum 
, oe 
| ‘ 7. 650} 1946 , 93. 400 
$2 . 87,500) 1947 160. 250 
143 . 79,650) 1948 169, 150 
+4 : .. 82, 150] 1949 182, 350 
1945 . : 68, 850] 1950__- 2916. 500 


Mr. Suears. How does the industry’s present production compare 

th the pre-World War II volume? 

Mr. Reynoups. The three United States producers are turning out 
ve times as much as was produced in 1939—750,000 tons now, as 
compared with 163,500 tons in 1939. 

Mr. Suears. In view of this sharp increase in production, why is 
there a serious aluminum shortage now? ) 


; 
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Mr. Reynoups. The civilian use had caught up with the avail; 
supply by the middle of 1950. The sudden and sharp increase in 
military demand, after the Korean War began, and on top of that 
very recent efforts to set aside aluminum for stockpile, have resu 
in the serious shortage which confronts us now. 

Mr. Kearina. Let me get this straight. Up to the middle of | 
you were then 

Mr. Reynouips. We were sold out. Aluminum was very sh 
We were about ready to allocate then, and on top of that along 
the Korean situation, which further accentuated the shortage. 

Mr. Keatine oo you did not have enough to supply the m: 
for CLV ili hn uses only ? 


Mr. Reynoups. That is correct. 





Mir. Bi SON, But they were using a lot of aluminum fo! al i 
unheard-of purposes. For instance, fixing athletic fields wit! 
aluminun 

\ir. Reynotps. It was just growing by leaps and bounds. 
sir. Automobiles, transportation, building products of all ki 
an si h 


The CHAIRMAN. At that time there was no stockpiling of aluminu 
Mr R YNOLDS NO, sir. There was bauxite SLOK kpiling, 

Mr. Suears. Does your shortage reflect the same shortage in 
rest of the industrv, to vour knowledge? 

Mr. REYNOLDS | thir k so becausé scrap 1 oved up right close 
ingots at that time [ am sure the industry in the United States w: 
sold out at about the time the Korean thing started. 

Mr. SHears. When did the question of plant expansion aris 
Mr. Reynotps. As the demand for aluminum continued to 


early in 1950, the | nited States proaucers acted quickly to step 


») 


production by expanding their capacity. For example, during 197 
Rey olds Mi tals brought Into production 36.000 tons of proaus 


l 1 = | } ’ J 
capacity Which had been idle pending the completion of power facili 
: } 


by Arkansas Power & Light. In addition, we purchased from 


Government idie equipment, with a capacity of 27,000 tons, 
. ‘ ‘ 4 ] . ] ™ : - _— } > y 
installs mat our Arkansas and Oregon plants. Similar equipn 
. ES eee july 
with a capacity of 77.500 tons, was also sold by the Governme!: 


1950 to Kaiser Aluminum, and two prospective producers, Aj 


Mr. Reynotps. Shortly after the Korean War | n, on Jul 


we wrote to Stuart Symington, Chairman of the National Se 
Resou ces Bo rd, off ring to expand out apacityvy by 150,000 ft 
the basis of a 5-vear Government purchase contract 

AD A ust 3 thie (;,overnment b | LO as thi Uy ied =) | 
producers how much aluminum they pplv to the ste 
The supply situation Was so tight then that any substantial sto 
purchases out of current production were bound to cause hards! 
to civilian industry. Furthermore, the industry knew 
Government’s stockpile was small and a real program would re‘ 


large tonnages over a period of years. 


} +} 2 4) : . . —_——— fi a 
Kor both of these reasons the aluminum producers felt that la 
scaie StOCKPHING COULQa best be done on the D&sis OI capacity expansk 
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Consequently, every effort was made to get some idea from the 
nitions Board of what the stockpile and military needs would be 

for the next few years, but without success. All we could find out 
s the stockpile requirement for the fiscal year ending June 30, 
151—about 75,000 tons. 

Reynolds was asked—at that time they were saying they did not 
any expanded capacity 

\fr. Keatine. When was this? 

‘ir. ReyNoutps. Last summer. Along about August 

\ir. Keatinc. The Munitions Board was then saying you did not 
an expanded capacity? 

ii RE} NOLDS. We did not need anything except to reactivate th 


4 i 


s | mentioned here before, that is, to reactivate the Governm 
and sell them to Kaiser and Apex. They did not need any 

nded capacity, because we recommended they expand, and they 

that they did not need to. 


ir. Bryson. The Korean war had been going along about 2 months 


REYNOLDS. Something like that. Yes, sir. 

Mer. Keatine. With whom did you deal in the Munitions Board? 

Mir. Reynoups. I am on the advisory committee, and we mak 
our re ommendations to the Munitions Board, as such, as an advisory 
committee. 
\ir. Keatine. You are a member of that 
\ir. Reynoups. Yes, sir. | am a member. 

The CHArIrnMAN. That is on aluminum? 

Mir. Reynotps. The Aluminum-Magnesium Industry Advisory 
(‘ommittee to the Munitions Board. 

The CHAIRMAN. Do you have a list of those members 

\ir. Reynoups. I do not have it with me, but it is easy to get il 
There are about 15 or 20 members on it from the industry 

The CHarrMAN. They are supposed to advise the Munitions Boar 
and other agencies of the Government? 


») 


t > t ’ 4 
Ir. ReyNoups. Just the Munitions Board, and then the Munitio 
i} as | understand It, Is Supposed LO advise the others. 
| | | | f 4 . j " . 
bLILLINGS., Who is the chairman of this adv sory comn 
I Lbs. Mr. Brile, the president of Fairmont Aluminu 
* ‘4 ‘ \ J i 
ihe 4 AIRMAN. Was not ‘ir. Small @ memb 
at NOLDS. ILhis 1s the “aavisory Comuil LO | Viul 
it Small is Chairman of the Nw Ions Boa , bu ihe 


( Chairman of that at tha lie He is ¢ hairman nov 
ihe CHAIRMAN. Who was Chairman of Lhe Ay IniLIONs Board? 
ir. Reynoups. Mr. Hubert Howard 


(CHAIRMAN. Did hot the \] Mitions Board p: 


? . éi 
mendations Of its advisory committe 
1? ee \ &. mr} : } mane +4 — 
IML YNOLDS Vota Dib. Chey never aid pay anv atlenhtion tf 
wasted our breath 
((HAIRMAN, Do they pay attention now 
> . I ] ] ; . oe 
i\ VNOLDS. 1 Go not know. they certainiv did not then 
{ 4 4 x - . ‘ j \T, ' 
\ IAN | have creat respect tor Nir. Smal 


KeyNotps. That may be very different now We hay 
eeting since Mr. Small became Chairman 

iN rinc. When did he become Chairman 

NEYNOLDs. I do not know. Some time this fall 


1 nt 1 1/ 
» Pe. a ) 














130 STUDY OF MONOPOLY POWER 


Mr. McCutiocu. Was there a unanimity of opinion among y 
advisory committee? 

Mr. Reynouips. We made unanimous recommendations to thy 
Some recommendations were not unanimous, and we did not m: 
them; but we made unanimous recommendations, and as far as 
know there was no attention paid to them. 

The Cuarrman. I do not know about the previous complexior 
the Munitions Board, but the head of that Board now is Mr. Sn 
and the Vice Chairman, I think, is Mr. William Van Atten, the he: 
of Dun & Bradstreet and the president of the New York Board 
Trade. I know both of those gentlemen, and they are very goo 
administrators. I am sure that they would harken unto the views 
an advisory committee, because that is what they have been doin 
all their lives in their respective ventures. 

Mr. Reynouips. We have not had a meeting since they have b 
there. 

Mr. Witson. That is the main reason the Board personnel \ 
changed, because the old Munitions Board did not and would n 
pay anv attention to their advisory committees. 

Mr. Reynoups. I think that is right. 

The CuarrMan. So I want to be sure that the record is straight 

Mr. Reynoups. The present people were not in charge at the tim: 
I want to make that very clear. Mr. Small and these other gentleme: 
were not there. 

Reynolds Metals was asked whether it could supply 22,500 tons « 
aluminum for the stockpile during the fiscal year ending June 30, 195 
In reply, by letter of August 18, 1950, we offered to supply 20,00) 
tons annually, beginning February 1951, on the basis of a 2-year 
Government-purchase contract. 

The CuarrMan. Before you leave that point, Mr. Reynolds, I hay 
before me a directory of the Industry Advisory Committee. That 
under the National Production Authority of the Department 
Commerce. That is another advisory board, is it not, to the Depa: 
ment of Commerce? 

Mr. Reynoups. That is not the same. 

The CHarRMAN. That is an additional advisory board? 

Mr. Reyno.tps. Yes. 

The CHarrMan. That is called the Primary Aluminum Producer 
Conference, with three members, and Richard Reynolds, who 
presume, is you? 

Mr. Reynowps. Yes. 

The CHarrman. D. A. Rhoades, vice president, Kaiser Aluminu! 
& Chemical Corp., and I. W. Wilson, senior vice president of 
Aluminum Co. of America. 

What is the function of that group? 

Mr. Reynoxps. I do not know. 

The CHarRMAN. You are a member of it. Did you ever hav 
meeting? 

Mr. Reynotps. I donot know. Which one is that now? We ha 
not been called into session that I know of. 

The CHatrMan. This is the Industry Advisory Committee 
Aluminum. It is technically called the Primary Aluminum Produc: 
Conference. 

Mr. Keatina. Is Mr. Reynolds the chairman? 
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The CuarrMANn. I do not know. 

Mr. Reynoutps. We had a meeting back in September, when Mr. 
Harrison first came in. That is the only one I know anything about. 

The CHarrMAN. I suppose if you get an assessment, then you might 
know. 

Mr. Reynoups. Shall I continue? 

Mr. CHarrMAN. Yes. 

Mr. Reynoutps. We offered to supply 20,000 tons annually, 
beginning February 1951, on the basis of a 2-year Government pur- 
chase contract. 

As we explained in our letter, we expected to use the new capacity 
at our Arkansas plant to supply this stockpile metal, without cutting 
down our shipments to other users. Nothing materialized from this 





olier. 

The question of aluminum for the stockpile was discussed at the 
August 18, 1950, meeting of the Industry Advisory Committee to 
the Munitions Board. At that meeting, the committee unanimously 
recommended: 

1. Expansion of United States producing capacity to meet long- 
range national security needs. 

2. Imports, from Canada and elsewhere, on a short-term basis to 
supplement, temporarily, the production in this country until new 
capacity comes into production. 

In connection with these short-term imports, there arose the ques- 
tion as to where the Aluminum Co. of Canada fitted into the picture. 

Mr. Saears. When did the Aluminum Co. of Canada come into 
the picture? 

Mr. Reynoups. Although the United States producers could not 
cet the Government to deal with them on the basis of national security 
needs extending beyond June 30, 1951, in July and August we began 
to hear rumors that the Aluminum Co. of Canada was negotiating for 
a long-term purchase contract with the United States Government. 
At the time of the August 18 meeting of the Industry Advisory Com- 
mittee, the alleged Canadian offer came up, but we could not get the 
rumor confirmed or denied. 

Mr. Saears. What efforts did your company make at that August 18 
meeting to deal with the reported Canadian offer? 

Mr. Reynoups. As I just indicated, we had nothing official or con- 
crete to go on. Nevertheless, many of us in the industry felt that the 
United States producers ought to have the first opportunity to meet 
United States needs, not the Aluminum Co. of Canada or some other 
foreign producer, 

Consequently, at the August 18 meeting of the Industry Advisory 
Committee, I submitted the following resolution: 


If any negotiations are begun with the Canadian producer or other for 


lucers for long-term supplies of primary aluminum to meet military or stock- 
needs, especially if it involves reactivation of existing plants or the construc- 
of new ones, this committee should be consulted to see what they ¢ 0 to 

hese requirements. The United States producers should be given the first 


inity to meet all specific military requirements. 


After discussion, the resolution was modified to read: 
before any expansion of primary aluminum producing facilities in the United 
or Canada is made with United States Government assistance, this industry 


¥V committee s} ould he consulte i, 
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A vote was taken, and it was lost, 4 to 6. 
The CHAIRMAN, Who were the four who voted for the reso] 
if you care to answer? 


Mr. Reyno.ps. I offered the resolution, and I voted for it. > 
Rhoades of Kaiser voted for it. I do not know who the ot! 
were who voted for it, but we were the two principal ones who 
been leading the : rzeument for this idea that the United States 
duc ers ought to know what is rOIng ON, and ought LO h ive a ch 
to compete. 

The CuarrMan. Who voted against it? 

Mr. Reynoups. The Aluminum Co. of America’s repres 
and some other fabricators. 

Mr. Hitutrncs. What reasons were advanced in opposing a resol 
of that kind? 

Mr. Ry YNOLDS. The reasons advanced were that the Govern! 
hands should not be tied in negotiating, and that it would b 
unfriendly gesture to the Canadians if the United States Govern: 
people were to consult the American industry before they made a 
with the Canadians. That iS, that the Canadians would not thin 
was fy ndly. 

Mr. Keatinc. The Canadian Government, or Canadian busin: 

Mir. REYNOLDS It was not said. They just said “Canadia 
That they would not think it was friendly. 

Mr. Bryson. They did not think about it being an unfrien 


to our American producers? 

RreyNotps. We thought about it. 

Suears. What did your company do then‘ 
KEATING. May I interrupt right ther 
\ir. Reynoutps. Yes. 

Mir. Keating. In connection with your meeting at which 


resolution was advanced, was it attended by any Government offi 
Mr. Reynoups. Oh, ves. There were 25 or 30 of them. 
Mr. Keating. What was their position on your resolution? 
Ni Ry YNOLDS. The V did hot take part in the aiscussions T 
were bservers 
L tie 8 LIRMA ] think ve hs ve to b very careful here If 
I I - the NM nitior s board at aed the h rings t] 
t} ‘ f dis ssions on mat rs of military valu al I do n ! 
that eC I the 1 ht to go too lee] v into th: | | bably s! 
ho asked that que D, as LO WV » VI ior or agi { 
reso ] 
\] k NOLDS | do T hehe th; t} T Sn il ary prol 
Px rhe ray hov th tT co { § muitary A 
Mir. Keatine. I do not tl tis a \ S 
NI a oL_ps. We -« not go uilo § Vy q es, OF vthu ( 
I s just the p pli 
iv .TIN( I do not see any s iritv imnterests nvou' 
Irie 0 h hel 0 not the Gover oMmeciais there p 
, I hn l 2 n | 
Lor position one way or another. 
\fy it YO ~ Chev did not. No. 5 = 
Hittines. Mr. Reynolds, vou said a number of the compa 
present at this particular meeting opposed this resolution that \ 
introduced, advancing the thought that such action might be 
strue n unfriendly attitude toward the Canadians. Would 4 














STUDY OF MONOPOLY POWER 133 


are to give us your candid opinion of why some members of the 


lustry should take such a stand? 
\ir. Reynoutps. My personal opinion is, and it may be completely 


nfair, that the Canadians supply some of these people with ingots, 


they are afraid they would be cut off. That would be my own 
ion. but that could be completely wrong. Or, maybe th ‘\ merely 


t was an unfriendly thing and would tie the Government’s hands. 
\ir. SHears. I believe you had a question pending there which 
had not answered. 

Reynoups. To avoid a repetition of the secret Shipshaw deal 
) was made early in World War II, we wired the Munitions Board 
General Services Administration on August 23, asking for an 

inity to negotiate on the same terms as were being offered 


qaian producer. 
first details of the offer were reported in the New York Times 


\ t 25: That was 220,000 tons to be delivered over a 3-year 
: a price which “would probably run upw ard of $ 75,000,000.” 
{ugust 30, we conferred with the Chairman of the Munitions 


land submitted a memorandum urging the expansion of capacity 


i 


the United states, primarily because the sec urity risk Was so Mm ich 


iter at the Canadian location tl 1 it would be here Another 
was that expansion here would promote the competitive 
pment of the aluminum industry in this country, while expansion 


ayy “0h 3 alan samnatitin _ 
Canada would weaken competition here. 
\ir. Saears. When did the Government begin to discus rve-scale 


ty expansion with your company and the other United States 
Lops. On October 5. 1950. Mr. Svwmineton ealled a 
r of the United States prod rs, togetner w } T I ives 
( ernment age es. The produce as y M 
) sul mit Drovo - tor . 2 ill) ! ft r m ea weary 
the United States. At ti Ss! : m ot th l rs 
- } iS ¢ Vid | nto t m” Sté ‘ ( eh roy } { } 
ty Mr. Svmineton agreed at ' 

with 50.060 4 sal. R nd | 
wh. Pro : nsion 

? tf ion Oct rf lt) ( ( tT 

cers and the two prospective 1 me { 
What happened to these proposals of October 16? 
R 8) Ss \ecordine to t] ral ? 3s 7] i \lr 
ton at the October 5 meeting, we were to reconvet at his 

he 23 1, after his staff ha ha an opportul » 4 I 
sals submitted on the 16th Qn the 23d there wer eneral 
ins of the proposals, but actual negotiations \ ith each of the 


‘s did not begin until a later date. 
case ol Revnolds Metals, the Government bi ran tol Liate 


, 1 
rnoon of November 20, and by the evening ol Nove ber V4 
' } } 
i reached an agreement wW th i} e General Service A ninistra- 
‘toe : ear } 
\ithough our proposal, as submitted on October 16, was for a 


ton expansion, at the request of the Government our negotia- 
. 1 P ‘7 \ i) 4 
final acreement were on the basis of a | UU-TOnN expansion, 


SHEARS. How far have you progressed with vour expansion? 
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Mr. Reynotps. About 25,000 tons of the new capacity will b 
expansion of our Jones Mills plant in Arkansas. Construction t| 
is already under way. Power arrangements have already been ma 
and we expect to be in production by July. 

The other 75,000 tons of new capacity will be an entirely new plant 
in Texas. The engineering of that plant is under way and we | 
already placed orders for equipment and machinery, made arran 
ments for a gas supply for the power plant which we will also const: 
and operate. With the aid of the priorities which we have b 
promised, our present estimate is that the Texas plant will be p: 
ducing aluminum in 12 to 18 months. 

Mr. Suears. Have you been asked to prepare or submit propo 
for the second phase of the expansion? 

Mr. Kearinc. That 100,000 tons is additional annual capacit: 

Mr. Reynoups. Yes, sir. 

Mr. Bryson. At whose suggestion was that proposal for 15 
tons reduced to 100,000? 

Mr. Reynoups. Mr. Larson said they did not have the money 
make the commitment to buy the metal; and, therefore, they 
gested it all be cut down—ours and Alcoa’s—and the whole program 
be reduced somewhat. 

Mr. Kearine. You mean, they did not have the necessary appro- 
priations? 

Mr. Reynotps. They either did not have them, or did not want to 
spend them for that purpose. It was for financial reasons that lh: 
said they should cut down the quantities that had been talked about 
at the first meeting. 

Mr. Bryson. They did not feel we would need that? 

Mr. Reynoups. I do not know that. They put it on the basis of 
finances, rather than need. 

Mr. Suears. Have you been asked to prepare or submit proposals 
for the second phase of the expansion? 

Mr. Reynotps. We have not been asked, as yet, to do anything 
bevond the 100,000-ton expansion program already outlined. 

Mr. SHears. Has there been any indication that still more expansion 
is needed? 

Mr. Reynoups. Nothing has been said to us since the October 5 
meeting in Mr. Symington’s office, when he and other Government 
officials referred to their objective as being a 1,000,000 ton expansion 
Again, as was the case last August, the first intimation that still mor 
capacity expansion may be under consideration was a report that 
new Canadian proposal is being discussed by Canadian and United 
States Government officials 

Press announcements on December 15 and 16 covering a Was! 
ington visit by Canada’s Minister of Trade, C. D. Howe, indicat 
that discussions had been reopened on the sale of Canadian aluminu! 
to the United States Government. A few days later, on December 
the Aluminum Co. of Canada announced that it had increased 
commitments to Britain by 50,000 tons for 1951, and 70,000 
tional tons in 1952 and 1953. This new commitment is of sp 
interest, since the Aluminum Co. of Canada insisted in October t! 
it could not supply more than 20,000 tons in 1951 for the military 
stockpile here, and informed United States Government officials 
November that it had none at all to offer for the next 14 months 





( 
f 
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{s a result of this new commitment to Britain, the Canadian press 
nointed out that any large-scale offer of Canadian aluminum to the 
(‘nited States Government would be primarily dependent on the 

velopment of the Aluminum Co. of Canada’s proposed British 
(‘ol imbia project. 

The CuarrMAN. In other words, the Canadians are showing how 

vd they think they can be when they trade with us? 

Reyno.ps. Well, they are being very tough 
\fr. Suears. Could you deseribe the proposed British Columbia 
et of the Aluminum Co. of Canada? 
\ir. Keatina. Let me get that transaction straight. They an- 
need that they were going to increase their commitments to 
Britain substantially, after this talk down here in Washington, but 
iltaneously, or shortly thereafter, they announced that they 

iid not increase their commitment to this country unless we made 

appropriate deal with them to build the plant up there in Canada? 

\ir. Reynoups. That is right, for a long term. 
\ir. McCunztocn. In order, perhaps, not to leave some false im- 
pressions for the record, could it be that this additional commitment 
of aluminum to Great Britain was by reason of their stepped up 
rearmament program over there? 

The CHAIRMAN. It would be for us too. 

Mr. McCutiocn. Oh, yes. I understand that 

Mir. Reynoups. I do not know what the reasons were, but it was 
the understanding, or at least it was said in the last war, that this 
Canadian production up there at Shipshaw would always be ready 
for the defense of the United States. It would be available, and it 
was just the same as if it were in this country, and it was for the 
North American defense, and it was just counted the same as if it 

in the United States. 

When the time comes to say whether it is the same or not, it is not. 
The British are exporting, as pointed out to me they are taking the 
metal over there and fabricating it and sending it all over the world 
market, and even here. We are going to touch on that a little later. 
They do it at higher prices. 

Mr. Keating. Are they fabricating and selling items behind the 

on curtain? 

\ir. Reynoups. I do not know. 

\ir. Bryson. There is no indication that while they were increasing 
commitment to Britain, they were also increasing their com- 

tments to the satellite countries, is there? 

Mfr. Reynotps. No. All I know is what was published there. 

\Ir. Bryson. Was there any indication that they were going to ship 


») 


5 
\ 


\lr. Reynoxups. I do not know about that. 
\fr. MceCuntocn. While talking about exports, are we getting any 
ninum from French production? 
\[r. Reynoups. I do not think so. We are getting aluminum into 
untry at very high prices from Europe, in small quantities.  [ 
know how small they are, but some quantities are coming In 
Kurope, but at very high prices, such as 30 cents, or 33 cents a 
whereas our domestic price is 18 cents. 
BRYSON, Almost twice as much as our domestic price 
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Mr. Reynoups. It is a big percentage. 





POWER 


A high percentage. 


almost twice as much. A lot of it, as pointed out here, is in fabri 
form. We have more fabricating facilities than we have raw mat: 
or ingots in this country. Therefore, our 
while we pay this exorbitant price to Europ 
fabricated parts. 


plants are standin 


and Canada to e 


vetting it f 
That is ow policy. 


‘ 


workers inh the fabrication ime 


were here, our fabricators would be 
ense and civilian. 
» actual 


Ry YNOLDS. Yes: of course. And the taxes 


would come out of that: that woes with if 

The CHAIRMAN I want to vet the seq If ( f Nts, vhich |} 
would be imterestu r tO the members. The | I Hipment, as 
\ know hat the Canadian Government or Alcan sent to 
countries vas in Octobe < We announced Vi muid hold he 
al ! sta Oo November 1] Im lv af ! 
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sible a 500,000-horsepower electric development. When the second 
-o is built, this extra dam would be flooded over and in effect 
‘arded when the large dam is built. Consequently, the two-stage 
rent would be much more expensive than the single-stage 
The only advantage of the two-stage plan is that it may make 


ble to start aluminum production in 3% years, instead of in 5 


rs or more 

\ir. Keatine. May I interrupt right there? 

\[r. SHears. Surely 

Mir. Keatina. Is it your considered opimion that it Is possible to 


um plants in this country In 
! 


nd facilities of the various alumin 
, A 
» supplv to that which ts 


5 ars so as bo proauce a comparabl 


ves 
iplated to produce here in British ¢ olumbia? 

\ Rh eYNOLDS In 2 years I think we can do it ¢ heaper and bette 

» defense standpoint there 1s not even any comparison at 

y! h we will trv to pomt out here later | 
\fr. Witson. What, in your opinion, would be the rela e cos 
th vo? 

Mr. Re ups. The relative cost would be muc! less her 
Mir. Hiuurnas. Mr. Reynolds, some previous witnesses belore this 


mittee have made statements to the effect that in order t 
ndustry in this country to meet the needs of nat 
So forth, it would probably be necessary 

sion to develop a number of these river-vailey 
Do you think that it would be nec¢ 


1) oOurTres? of power. 
i 


that in order to achieve the expansion about which you al 
Revxotps. No. I think it would be advantageous to do i 
\ a to do it quickly, you can do 1t faster W h coal an 
it vou can do it cheaper with hydropow I 
| BRYSON. And that 1s now available? 
[ R YoLps. Yes, sir Plenty of coal is available It s a 
bit hicher cost to use coal, but it is not pronibitive You would 
with the Car adians Yo 1 would be 3 or 4 cents a | na 


han the Canadian cost 1 they get it from this 


pment up there 
ring. It is higher than gas? 


i\ pe ee 

' : :' 

Reynoups. It is higher than hydro and gas, but it Is no 
Til igh rto put it out of the running You can still make cheap 


ith coal, but you can make cheaper aluminum with gas 

[t is not uneconomic to use coal. 

did not ind rstand vour re ply to J 
} 


nva»ro, 
Ve . -_ ‘ 
Ir. Keating. Perhaps | 
’ 17 t Y) = | 1) » vo { for 
question about the necessity fo1 


’ 
 hvdroelectric power as a necessary pre 


arge-scale rovernmental 
aent Lo lara 
he aluminum industry in this country 


aiid 
lerstand you to sav that vou do not consider 


i wn 
] } 1 ) 
ai conartion or precedent 
, . ‘ } ; | y 
ReYNOLDs. I say it 1s not es ential, but it woul be very 
because that is the cheapest and the bes Owe nb 
Llowever, it 1s not necessary, because We have 0 
os “SENS } : . 
nat we have been asked to do, bas ion gi 1 Texas o1 
where we have the offer of the gas. We also could expand 


The price or cost of the finished aluminum ingot is highe! 


val [It is a little bit higher if you us 
he as Hydro is the ch apest 


ou pay tor the ga 
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Mr. Wiison. Did you go into the proposition of the unlimi 
character of the gas in the Southwest before you put a plant do 
there? 

Mr. Reynoips. We made 20-year contracts for gas at a favora 
price. We just made them last week. 

Mr. Wixtson. You had no trouble getting the gas? 

Mr. Reynoups. We had some negotiations for 2 or 3 w 
trving to trade 

Mr. Keatinec. Those Texas fellows are pretty hard fellows to tra 
with. 

Mr. Reynoups. And you can get more gas down there, too; 
Louisiana, too. 

Mr. Wiitson. They wanted all they could get for the gas. 
Mr. Reynoups. Of course, the yovernment ndvertised they 
coing to get gas in Texas, and ra went the price. Jut if we cou 

have kept it quiet we would have had a better pric 

Mr. Hiniincs. Mr. Reynolds, do you think this would be a 
statement: The present problem confronting the aluminum tndust 
of course, is to expand its facilities in order to meet the rigor 
demands of our national-defense program. That is the immedia 
objective ahead of us, and that is the important job of the industry 


Therefore, in order to expand, with the short time period ahead of us 





time being of the essence, it is necessary for us to proceed to develop 


the sources of oil and gas and coal power facilities in order to provid 


the necessary power to supply the industry, and we should giv: 


particular attention to those sources of dsttged at this time, rath 
than being concerned with the development of large hydro plant 
which would take a long period of time? 


Mr. Reynoups. Congressman, you are over my head now with that 
question. That is another phase. I say it is not absolutely necessary 


to have hydro power to increase the aluminum supply quic kly. 
Mr. Hitiimes. Let me put it this wav: Do you think in view 
the time element involved—as I say, time — of the essence 


it would not be possible for us to endeavor to develop the hydre 


plants necessary in order to provide sources of power in the period « 


time remaining ahead of us. It might be more advantageous at this 


time to be thinking of power sources in the form of coal and gas. 
Mr. Reynoips. My own opinion is we should do both. I think w 
can use the power from both, if we do them simultaneously. That 
just a personal opinion of mine. 
Mr. Wirtson. Of course, it would take as long to build a dam 


this country as it would in Canada. That is a little bit out of the way 


Mr. Reynoups. I do not think it would take as long because the 


have to get the materials and ship them thousands of miles. W 


have already got the transportation System, and we are close to the 


materials that will be used. We are close to the cement and steel ar 
everything that goes into making up the electricity; whereas the: 


you have to take it out to the site. You have to haul it there, and 


you have the labor problem, and everything else. 
Mr. Bryson. You would not have to cut a 10-mile tunne! through 
mountain in this country either; would you? 


Mr. Reynoups. No; and you have something when you are finished 


You can use this power for anything besides aluminum. Up thet 


you cannot use it for anything except aluminum. Here, if you buil 
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it, you can find a use for it in many things. If you knock this power 

power plant out, you can supplement it with other power, or if you 

knock the aluminum plant out, you can use the power for a thousand 
r things. 

\ir. Saears. When you say “other things,’’ you are referring to the 
Bonneville system, whereby all of those three Northwestern States 
vet power together on the common power lines 

\Mir. Reynoips. Anywhere in the United States. Anywhere in the 

ited States you can connect it with some grid—private or public. 
But, the power would have other uses. It could be diverted, rather 

an just sitting up there in the wilderness for only one purpose. 
[t 1s too expensive to be as limited in use as the British Columbia 
elopment would be. 

The CuarrMan. Of course, I think in my humble estimation we 
ild avi ail ourselves of the power, whatever the power nay ve 
ther it is coke, or coal, or gas, or oil, or hydro. 

\lso, there gee be considered the question of whether or not our 

ipply of coal, and gas, and so forth is inexhaustibl 

RiyNoups. | ote as far as coal is concerned, Mr. Chairman, 
ae Drone told us that with the railroads —s using coal, and with 
so many other industries using natural gas and oil, that the coal 
industry is in a very bad state. They need 1 hein ss badly, and this is 
a very advantageous way to use that coal, because you do not have to 
transport it. You put the plant right over the co: al mine. You avoid 
transportation that way. It is economical, and it is an asset of which 
the country has so much that you are not going to deplete the natural 

ealth. I think that can be proven by almost any authorities 

We have railroads offering to give us coal mines because they had 
abandoned them. They are using Diesel engines, and they do not 
rat the coal. You just put the plant there, so they can get the 

eg ght in and out. They will give it to us, or be leasing it to us. 

"Phe CHairRMAN. Did any oul company offer to give you the oil 
wells, too? 

Mr. Reynoups. I do not mean give it to us, but at a very favorable 
price. Coal is certainly very, very abundant, and I do not think we 
would need to deplete our natural resources to make power from it. 
lt is pointed out to me that I am only talking about power for alu- 
minum. Ido not know about power for anything else. 

Mr. Keating. Mr. Reynolds, I do not know whether you can 
answer this question. If you can, you may prefer not to; and if you 
do prefer not to, I will not press you. But, from your experience in 
these negotiations, could you enlighten the committee as to the names 
or the official positions of those in the Government who seem to be 

ssing for the Canadian development, as against the expansion in 
this country? 

Reynoups. All I know is what I have read in the newspapers. 
No, sir; I do not know. 1 have some newspaper clippings her 
\lr. Keating. They mention the Secretary of Commerce 
Mr. Reynoups. Yes, sir. 
‘Ir. Keatine. What others? 
\ir. Reynotps. General Harrison and the Secretary of Commerce 
the principal ones they mention here. 

i Bryson. They are newspaper clippings? 

. Reynoips. But I do not know anything about that 
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The CHarrman. We will receive those clippings in the record 
lhe clippings referred to are as follows:) 
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[From New York Herald Tribune, February 27, 1950] 
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over the world, existing aluminum capacity is being stretched t 

What’s ahead is unparalleled expansion in North Ame rica 

Within the past week, expansion plans totalir 
ially have been announced in the United S 


ise Over present 
I 


ial 
/ 





an eventual 800 mil 





ion pounds 
tates, This represents a 55 percent 
primary United States capacity of 1,500 mil 
1 the door is still open in Washington for a complete 


ion pounds 


ly new deal for Cana 




















ium, even though they turned down our recent offer 
the Americans do return for additional Canadian ipplies, it will mean a 
. 1 light for the gigantie half-billion-ton aiuminum development i Britis} 
DA 
two-stage project would cost hundreds of millions. The first st ge, esti- 
as a 5-year plan, would produce 330 million pounds of primary metal a 
[t would require a new 500,000 hors power development. The second 
would take an extra 2 years to build. This we iid require a further 1.1 
horsepower; would bring total British Columbia aluminum capacity to 
0 million pounds annually (500,000 metric tons . It would ean « ntual 
idian capacity of 2,500 million pounds, although the present likelihood of 
ling with the second stage of the pian is still re 2. 
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are going on in such areas as the rugged northern coastal area o 
ia. the Gold Coast and North Borneo As other power-using industries move 
minum always heads for the hinterlands. 


THE METAL’S POWERS 


at make this silverv-white metal so attractive and so necessary to industri 
j , 





it weighs only about one-third as much as1 el. copper. zine, or ste ‘ 

quarter as much as lead It resists corrosio 1 good e luector ¢ 
ty and heat (although, used in another way 3 an excellent stor, 
both light and heat 


Lis SUCH &@sS COP} at: 
if alum n equal i reneth, sav, te structura ‘ , ate 
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intries. Its principal market postwar has been the United Kingdom, but this 
year, the United States has taken precedence, taking more than 40 percent of 
total output. Canada comes next, and the three together have been accounting 
for anywhere from’ 65 to 85 percent of total business, with this percentage on 
the increase. 

United Kingdom has been taking large quantities under contract since the war’s 
end and with its higher fabricating capacity is exporting goods of a greater value 
than the cost of the metal would import. The United States, on the other hand, 
has been only a marginal buyer, taking Canadian aluminum only when demand 
exceeds its own domestic output. 

Thus, the United Kingdom and the sterling countrics have traditionally 
provided a steadier market for Canadian aluminum than our neighbor to the 
south. The nondollar countries, however, are looking to expansion of primary 
capacity within the sterling area and exploration and development are under way 
to this end now, with North Borneo and the African Gold Coast the center of 
attention at the moment. This could mean a reduction of markets for Canadian 
metal, although many experts feel that demand for aluminum is increasing enough 
to at least maintain present export tonnages to overseas countries, and possibly 
even allow for an increase by the time additional capacity becomes available 

It’s natural, therefore, that Canada should look to the United States for a large 
part of the future expansion of its markets. And because we can produce the 
metal more cheaply and in large quantities without hampering the expansion of 

her industries, it would appear to make economic sense to carry out future 
expansion of primary aluminum capacity in this country rather than in the 
United States. 

Where does Canada go from here? Not all of the answer lies with the United 
States. Canada itself is the third largest consumer of aluminum and the United 
Kingdom and other overseas countries present a promising future source of 
business, as per capita consumption in the other countries approaches that of 
the Big Three or Big Four. 

But because the United States is such a close neighbor, and because we are by 
far the largest customer for its exports, it’s thought that aluminum presents one of 
the best ways of allowing Canadians to sell to United States what we can make 
best, so that we may buy from the United States what it can make best. The 
lesirabilitvy of keeping the cost of the current defense program at a minimum 
increases the urgency of such a policy. 

In the long run, it should mean cheaper aluminum and still greater expansion 
of its uses as a result, The other alternative, it’s argued, leads in the opposite 
lirection—higher prices and curtailment of use, and with it elimination of many 
f the new industries and new jobs which have been built up since the war on 
he strength of this wonder metal—this lightweight which has become a heavy- 
weight. 

Canadian aluminum exports 


{In thousands of dollars 
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[From New York Daily News, December 15, 1950} 


CanapA May Get AMERICAN STEEL 


off 


Wasuinoton, D. C., December 14 (UP).—Canadian and American 
today discussed a deal under which Canada might get as much as 1,000,000 
of American steel to build new Canadian aluminum plants. Canadian 1 
Minister C. D. Howe conferred privately with Secretary of Commerce Cha 
Sawver and National Production Administrator William H. Harrison. No det 
were made public. 


[From New York World-Telegram, December 16, 19% 


Autt-Ovut Errort To Meret Catt ror War PLanges—UN 
States To Senp Street Intro CANADA 


WasHINGTON, December 16.—The United States has agreed to re 
promptly the proposal to buy Canadian aluminum for the armament progra1 
of Commerce Sawver announced the decision at the close of a 2- 
n with Canada’s Minister of Trade and Commerce, C. D. Howe. 
At the same time the National Production Authority, which operates i1 


MAKERS PLEDGE 


- . .t x 
secretary 
conference 


Sawver’s Department, agreed to authorize the delivery of 1,300 tons of ste 
the building of ore carriers and tankers as well as facilities for producing titar 


STEEL FOR FREIGHT CARS 
In addition, the NPA took immediate action to allocate 8,000 tons of st 
products monthly from March through June to help complete 11,000 new fre 
cars which are used interchangeably across the Canadian border. 


The defense agency also undertook to provide a steady flow of steel products 1 


uses, the retail steel outlets which supply most of small a 


Canadian wareh 
medium-sized plants. 

Our two countries have a common objective 
tinue t est cooperation,’’ said Mr 


working, and will « 


and 
Sawver. 


are 








inu ») work, in clos 

Proposals for American purchase of Canadian aluminum broke down ir 
October, when United States authorities rejected a Canadian plan under w} 
this country w i buy 200,000 tons of metal from the Aluminum Co. of Canad 

TO RENEW ALUMINUM TALKS 

I ed States offi d that the United States rchase w 
effect, underwrite a Canadian plant facilities which would 1 
i alun min qu > next 2 or 3 vears 

In view of t! lelav, they said, it was decided to put the n tot ‘ 

s f the American aluminun industry. 

Mr. Sawver’s announcement that the question v re é liscus 
star g sor was not elaborated: he did not state wha r pted the [ 
States change of attitude. 

C mills are furnishing about 80 percent of the steel needed in that « 
trv for ships and cars, so the United States allocation will provide only the ren 
ing 20 percent ; 

CANADA DROPS IMPORT CURB 


Meanwhile it was announced that Canada’s emergency import controls, i 
posed 3 vears ago to conserve dollars, will be swept out of existence January 2 
The Trade Department announced that all controls on capital goods, suc 
steel, trucks, and heavy machinery needed to equip factories, will be eliminat 

on that day. 

The Finance Department already has announced that remaining controls 
consumer goods, such as textiles, leather goods, and foods, also will be lift 
January 2. 

That will bring to an end a program that has been to some extent instrume 

boosting Canada’s reserve of United States dollars from a v of $500,000,01 
to an all-time high of $1,180,000,000. 
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[From the New York Herald Tribune, December 17, 1950] 


Canapa To Use Controts Like TuHose ror UNITED STATES— DEVELOPMENT OF 
Vast Raw MATERIALS Sources Due; UNITED STATES SENDING SOME STEEL 


WasHINGTON, December 16.—Economiec and industrial controls will be applied 

Canada paralleling these of the United States, officials here learned today 
f wing extensive discussions between C. D. Howe, Canadian Minister of Trade 
and Commerce, and American Officials. 

Coordination of the Canadian war effort will insure development of vast new 
resources of raw materials—iron, oil, titanium, and aluminum—-vital to any all-out 
ndustrial mobilization program. 

\ir. Howe returned to Ottawa last night after several days of discussions with 
American Officials, particularly William H. Harrison, Director of the National 
Production Administration, and Secretary of Commerce Charles Sawyer. 

The National Production Authority announced that special arrangements would 
be made to make steel available for the Canadian Government-sponsored freight- 
ar program, and to insure supplies for Canadian steel wholesalers who normally 
jlepended on American mills. 

In addition, spot shipments were arranged for structural steel for ore carriers 
and the tanker program and also for production of titanium. 

This will permit development of the great new iron-ore deposits in Labrador, 
establishment of an entirely new industry in titanium—a light strong metal, 
nearly as light as aluminum—of which large deposits have been discovered in 
Ontario and Quebec, and make available to the industrial East the giant oil fields 
being brought into production in Alberta. <A pipeline is almost completed from 
Alberta to Superior, Wis. From there iv is planned to transport the oil by tanker 
to refineries on the lower lakes. 


[From the American Metal Market, December 19, 1950 


Unirep States WiLL REOPEN QUESTION ON PURCHASE OF CANADIAN ALUMINUM 
STOCKPILE 


WasHiIncton, December 18.-—The United States will reopen the question of the 
purchase of aluminum from Canada and will promptliv pursue discussions dealing 
with that subject, the NPA announced over the week end. 

The announcement was made by Secretary Sawver and NPA Administrator 
William H. Harrison, after conferences with C. D. Howe, Minister of Trade and 
Commerce of Canada, in Washington last week. 

The Minister came to the United States to talk about coordination of Canadian 
and United States efforts in connection with the control program, and in particular 
to request certain project aid in connection with steel. 

The NPA Friday announced an allocation program to make steel products 
available for Canadian warehouse distributors and for freight cars. 

It also arranged certain spot shipments requested by the Minister for structural 
teel for ore carriers and the tanker program, and also steel for the production 
oftitanium. These allocations were not in large amounts, but are firm allocations. 


[From the Montreal Gazette, December 19, 1950) 


UnirEp Kinapom, ALCAN AGREED ON ALUMINUM Deat—TeRMsS ACCEPTED FOR 
PURCHASE BY BRITAIN AND NEW FINANCING ARRANGED 


Che principles of a new agreement covering shipments of Canadian aluminum 
the United Kingdom and of new financial arrangments between the British 
~Overnment and che Aluminum Co. of Canada, Ltd. (Alean) have now been 
1, according to an announcement by the company yesterday. Contracts 

be completed and signed soon. 
ler a recent contract, Alean, the Canadian producer and principal subsidiary 
iminium Limited, is committed to ship 150,000 metric tons of aluminum 
he United Kingdom in 1951. Commitments now have been augmented 
r this contract and the British Government is also planning to place firm 


for 220,000 metric tons in each of the years 1952 and 1953. 


\ 
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At the time of the company’s expansion in 1940 and 1941, the financial arrange. 
ments concluded with the British Government gave the Government a first ca 
on 107,500 metric tons of annual production and in return the company rec¢ 
loans of $55,600,000 on 3 percent redeemable notes due in 1961] p 

It was stipulated that if such additional production were used only in part 
during any of the 20 years, the notes were to be payable only in proportio ste 
part both as to principal and interest. 


REFINANCING PROMISED 


According to vesterday’s announcement, the British Government will under- 
take to refinance the entire issue of about $55,000,000 of 3 percent notes, now 
outstanding, for 20 vears, starting in 1951, on the same terms as the old issue 
but with the abatement provision starting afresh 

The agreement when concluded will also provide for a furt 
company of $25,000,000 on 3%4-percent abatable notes due in 1971, in return for 
which the company will give the British Government first call to 200,000 metri 
tons per vear for a period of 20 vears. 

The abatement provision of the new notes will operate on the same basic 

i 


ier loan to the 


terms as the former notes, except that the abatement range starts 
productive capacity levels. 
Shipments of Canadian aluminum to the United Kingdom have been running 


at an average annual rate of 150,000 metric tons in the past 3 vears and a similar 
amount will be shipped to United States customers in 1950 
[From the Financial Post (Toront December 23, 195 


$600,000,000 ProGcram IN British Cotumpra AT STAKE IN UNITED Srares 
ALUMINUM Dt 


Orrawa (Staff nited States Government authorities have again approache 








Canada with a vi purchasing a substantial additiona iantity of alumi 

The new neg s have bee initiated personaly DY Hor Charles Saw ver, 
I ed States vy of Commerce, with R Ho D. Howe 

Presently the States is analyzing its long-term requirements to deter- 
mine just how much aluminum it is believed w required 

As soon as this study is ready, negotiations looking toward a new expanded 
Canadian contract will begi , 

It is confidently expected here that the new American offer will involve at least 
the first stage huge British Columbian power and aluminum development 
This is reputed here to involve in excess of $200 millions 

This first stage would take 3 years to build. It would produce an estimated 
330 million pounds of primary metal annually. It would require a 500,000 


horsepower hydroelectric development. 
The second stage wo ild take an extra 2 vears to build ar ian extra $400 


r , . - i hrine ‘ 
cana 


lions. It would require a further 1.1 million horsepower, would bring capacity 
o 1.1 million pounds (500,000 metric tons thus lid be « se to an SO-perce 
} ’ ; } 
increase in Canadian capacity) 
Fr he Var Daily Pr ) r 22 


ALumiInium Ltrp. Up on Eastern MARKETS 


A jump of more 
anada, hig} 





ay 
» sharp gain in aluminum was attributed in brokerage circles expansi 
plans, including the British Colum} ect, and to ¢ racts with Britai 
Other industrials were sluggish wi lor average down 0.4] at tl 
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{From the Financial Post (Toronto), December 23, 1950) 


Aucan Finances Hues Expansion ProGraM; ApDbITIONAL OuTruT GOES TO 
Unrrep Kinepom 1n Dea! 


By Paut DEacon 


MonTREAL (Staff)—New funds totaling $75 millions are being provided for 
expansion of Canadian aluminum capacity, it was announced this week. 

Part of the money is being furnished through a $50 millions Aluminium Co. of 
Canada 3% percent debenture issue due 1971 which has been sold at par through 
4. Ek, Ames & Co. and quickly oversubscribed. The remainder will come from a 
new loan to Alcan by the United Kingdom Government, represented by $25 
millions 314 percent abatable notes due also in 1971. 

The United Kingdom will benefit most from the extra capacity being brough into 
operation. The agreement with the British calls for delivery of 640,000 metric 
tons of aluminum in the next 3 years (200,000 in 1951, 220,000 a year in 1952 
and 1953), and this is expected to absorb practically all the additional output 
which will become available. The United Kingdom has been taking about 
150,000 metric tons in the last 3 years, and now will get an extra 190,000 tons over 
the period, roughly the same amount offered originally to the United States this 





fall 
The new United Kingdom deal points up the fact that if the United States 
decides to step up its purchases of aluminum in Canada to any significant degree 
beyond the 150,000-tons-a-year rate of 1950, brand new primary aluminum 


facilities will have to be built (see p. 1 
FIRM ORDERS 


For, when the present Alcan expansion is completed, probably by the end of 
April, total smelting capacity will be just over 450,000 metrie tons annually. 
The British have placed firm orders for 200,000 in 1950. Canada used 60,000 
last year and countries other than the United States, 37,500. That leaves only 
a little more than the 150,000 tons for the United States, even if Canada and the 
other countries don’t increase their orders in the meantime. And it might mean 
even less if new capacity isn’t added by 1952, because in that year, the United 
Kingdom will be taking another 20,000 tons. 

rhe new ingot facilities being brought into use include reactivated wartime 
pot-lines at Shawinigan Falls and Beauharnois and a new pot-line now under 
construction at Isle Maligne on the Saguenay. Here’s a breakdown of active 
smelting capacity: 

{Metric tons per annum] 


Present April 1951 

Ars J ” 2 OO 
I 2 " 4 ux 
Bea 2 00) 
5 Falls $5, 00 60, 000 
NE ee ae Sere ee ee a ET eT ee s n) $52 ix) 

Only 15,000 of this 60,C00-ton plant has been used regular 1950; another 30,000 has been operated ony 

I ttently as power was available; remaining 15,000 has been put into shape in anticipation of further 
i r becoming available Chere are also two idle pot-lines at La Tuque, another wartime plant, but 


r the in be economically reactivated isn’t known, 

rhus to all intents and purposes, Alcan’s present commitments use up all its 
available capacity. The new power development at Chute du Diable on the 
Peribonka River is due to come into operation in 1952. Its 250,000 horsepower 
installed capacity (about 200,000 horsepower of which is firm) would provide 
power for an additional 60,000 metric tons a year; a similar development of 
roughly the same size is also a possibility, probably at Chute Savanne below 
Chute du Diable. 
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However, present American thinking is believed to call for larger tonn 
than this, and it now seems probable that if they decide to buy additional a] 
inum here in quantity, it would have to come from British Columbia—a pote: 
600 million development. This wouldn’t necessarily rule out Quebec, of co 
because further power development in Quebee might provide at least part of 
needed aluminum more quickly than the British Columbia project. 

No deal has been arranged with the United States as yet, it’s understood 
though the United States Government last week agreed to reopen negotiat 
for the purchase of Canadian aluminum. 


SPENDING $4 MILLIONS 


According to the prospectus in connection with the debenture issue, the pri 
expansion program will involve expenditures of $44.2 millions—$31 millions 
the Peribonka power project, $9.2 millions to get Isle Maligne, Beauharnois 
Shawinigan Falls plants running at capacity, and another $4 millions for 
struction of additional bauxite mining, handling and storage facilities in Ca 
and British Guiana. 

The deal with the British not only pushes back the maturity date of $55 millions 
in 3 percent notes held by the United Kingdom Government to 1971 from 1% 
but provides $25 millions more. In return, the United Kingdom has first cal 
200,000 metric tons per annum for the next 20 years (if plans to place firm orders 
totaling 640,000 covering the next 3 years). The loan isn’t tied to any expans 
of capacity but amounts in effect, to a fairly cheap way of assuring adequat 
yplies, provides Alean with additional working capital to cope with the great 
duction now required. 

The funded debt of the company will now consist of $35,449,000 3% perc 
sinking fund bonds due 1974; $10,725,000 commuted value of contractual obliga 
tion for annual payments related to power generated at Shipshaw, secured | 
second hypothee on development; $50 millions 345 pereent sinking fund det 
tures due 1971; $54,968,185 3 percent redeemable notes, and $25 millions 
percent redeemable notes due 1971 and payable to the British Governm 
The $201,142,185 total will be reduced by $1.9 millions in sinking fund paym«e 
within the next 12 months. 

SLIDING SCALI 




















Interest and principal on the 3 percent notes payable to the British Govern 
are fixed as long as output amounts to at least 197,500 metric tons each 
If in any vear output falls below 90,000, nothing is due for that year; if it is sor 
where in between 90,000 and 197,500, proport onate interest alr d principa 
payable (the interest in the same year, the principal at maturity 

The same iple applies to the $25 millions in 3‘ percent notes, only 
t x 400,000 metric tons and the lower limit 307,500. | 

has washed out all previous calculations on the amount of 3 per 
notes which had become fixed obligations ($24.4 millions principal was « 
sidered fixed at October 31). Now the whole $80 millions repayment provis 
start from scratch. 

According to the prospectus, Alcan earnings for the first 10 months this 
after interest, depreciation, and depletion, and income taxes, amounted to $2 
887,853, compared with $23,998,263 in the full 1949 year; $23,414,503 in 19 
$17,865,931 in 1947; $11,952,062 in 1946, 

CanapaA RENEWING ALUMINUM OFrFrER—DomINION AGAIN SEEtING Dt} 
Suppty Unitep States StockpiLeE With Mertrar ror DEFENs! 
By THomas FE. Mviianey 

f Canadian Government sueccee is in its effor »SUpPDp SsuDsta 11a | 

f primary aluminum for the United States defense stockpile, the world’s larg 
4 ant will soon start rising in the wilds of British ‘ bia 
sources said last week that the long-pla 1 fa \ vestern Ca 
' i v possible means of sup} g the antities of al dis 
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bulk of Canada’s existing capacity to produce aluminum is committed for 
y years. 

Canada’s latest effort to send stockpile aluminum here, the country’s second 
last four months and a surprising development in view of the United States 
ion of the prior offer, was made by C. D. Howe, its Minister of Trade and 

nmeree, during his recent conference in Washington with Secretary of Com- 

erce Charles Sawver. 

\uthoritative sources in Canada yesterday confirmed that an aluminum deal 
liscussed at the conference with Mr. Sawver and indicated that various 
nts of aluminum were mentioned. One of the proposals, it was said, in- 
| the shipment of 400,000 metric tons, or more than 800,000,000 pounds, of 

idian metal here. Other sources said another proposition called for a 
000,000,000-pound deal. 


DELAY CAUSED REJECTION 


f any such arrangements are made, it would have to be a long-range agreement, 
‘ting in 1954 or later, because the first part of the British Columbia plant could 
be in operation before that time. It is the long-range aspect of the proposed 
ed States-Canada deal which has confounded trade sources in this country 
It was the fact that Canada could not deliver until 1953 the major portion of 
140,000,000 pounds of aluminum offered last August for this country’s ssock 
that was responsible for the United States rejection of that offer at the end 
October. Trade sources here are wondering why the United States Govern- 
ent is entertaining a new Canadian offer which seemingly would take even 
onger to complete, especially since by the end of 1952 this country will be able 
produce at least 942,000,000 pounds more aluminum a vear than it was capable 
f turning out when Canada’s first sales offer was extended last August. 
Top-level Government officials here are reported to be sharply divided on the 
atest Canadian offer. Some are understood to be strongly in favor of the deal 
sa guarantee against a protracted period of high military and civilian demand 
raluminum in ths country, while others oppose it on the grounds that domestic 
pacity and production by the time the Canadian metal could arrive here would 
ample for all United States needs, including stockpiling goals 
The Canadian aluminum industry has been considering for some time the con- 
tion of a power and aluminum center at Kitimat, British Columbia, with a 
ipacity to produce 1,600,000 horsepower of electrical energy and 1,100,000,000 
is of aluminum. The Aluminum Co. of Canada has made engineering sur- 
s at the site over the last 2 vears, spending about $1,000,000, and is satisfied 
such a project would be feasible. 


PROJECT OF HUGE DIMENSIONS 


Since the site is an uninhabited and undeveloped wilderness, the project would 
lire the construction of a hydroelectric power system far greater than the 
neville Dam system; an aluminum-producing plant; an alumina plant of 

2,200,000,000 pounds capacity ; carbon-producing facilities; harbor facilities 
able of handling oce angoing vessels, and an entirely new town for an eventual 
ation of perhaps 50,000. 
\ project of this magnitude, according to trade sources, would involve an 
liture of well above $500,000,000. However, since the plant will be built 
tages, the initial construction probably would be built in 3 vears and be able 
roduce 330,000,000 pounds annually. Its cost might run to $200,000,000 
rest of the project could be completed in 5 vears, costing at least $300,000,000 


(anadian authorities believe such a large financing program would involve both 
ite and Government funds. Almost certainly the Dominion Government 
be expected to furnish some financial assistance, but Canada does not 
nplate asking for a loan from the United States. This country’s pledge to 

i large part of the proposed plant’s output might be all that would be required 
who favor a go-ahead signal for the huge Canadian facility sav it would 
economical producer because of the availability of cheap water power 

} 


| for the generation of power. Those who do not favor its development 
out that it would be most vulnerable to attack, being situated within 1,600 


¢ 


Siberian air bases. 
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[From the Wall St. Journal, New York, January 4, 1951] 

ALcAN, British COLUMBIA AGREE ON $500 MILLIon ALUMINUM PRoJECT—P 

IncLupDEsS Vast HypROELEcTRIC System; Wovu.tp Propuce Asovur 1, 
Mit.tion Pounps a YEAR 

MontrreEAL—An agreement that will lead to a $500 million project for mal 


aluminum in western Canada has been signed by the British Columbia Gover: 
ment and Aluminum Co. of Canada, Ltd. 


The company has received waterpower rights for a vast hydroelectric power 


project, the first step toward construction of a giant aluminum ‘plant at or nea 
Kitimat, British Columbia, about 400 miles north of Vancouver. 
The plant would produce an estimated 1,100 million pounds of aluminun 


year, bringing the Canadian industry’s total output to 2,500 million pound 


annually. 

Certain features of the agreement require approval by the 
Legislature, and for that reason, Provincial Lands Minister EF. 
“we are unable to say anything more than negotiations started in 
received the final touches.”’ 

It is proposed to dam the Nechako River at Grand Canyon, about 160 m 
east of Kitimat. A hydro plant then would be built 50 miles from Kitimat, w 
power being carried to the smelter which would process bauxite brought in by s} 


British Colum 
_ Kenney 4 
1947 ha 


STILL SOME OBSTACLES 


> 
. 


‘The abundance of low-cost power in the area,” I 
company, said, “‘is the key to low-priced aluminum production, but there are st 
many obstacles.”’ 


One is the shortage of land Alean thinks it may build a 15-story apartmer 





block to house workers. ‘‘We don’t know vet where we will set up the plant 
itself,’ Mr. Powell, president of Alcan, said. 

Government officials stated the development will take 5 vears, with the first 
stage to be comple ted in 3 vears This period mav be cut, however, bv the short > 
age of aluminum Work is expected to start almost immediatelv. ; 

Demand for aluminum is expected to increase due to the rearmament prograr 3 
in the United States, Britain, and Canada. Arrangements have been complet 
for Alean to supply increased amounts of aluminum to Great Britai: 

UNITED STATES EXPANSION 

Recently, expansion plans totaling 800 million pounds annually have b 
announced the United States, an increase of 55 percent o1 the present | 
States capac f 1,500 million pounds 

The door is still open 1n Washington for a ew deal for Canadian alum 
even though an offer to supply $75 million worth of the metal was turned do 
It is expected United States authorities will resume negotiations with Canada 
aluminum 

In 1949, more than 16 percent of all the hydroelectric power generate 
Canada was used in the production of aluminum, and during the war vy i 
approximately 25 percent One of the factors favoring the production of alu 
num in Canada is the availability of water power to make the large amount 
electricity required to produce aluminum, 

Mr. Powell noted the excess of fabricating capacity in the United States o1 
primary manufacturing capacity. He said United States rolling mills a 
extrusion plants could handle three times United States primary output. 

Although Canada produces more than 25 percent of the world’s aluminu 
none of the necessary raw materials exists in this country. Bauxite from trop 
countries, eryolite from Greenland and petroleum coke from the United States 
the most important ingredients Canada must import for her smelter furnaces. 

[Fro he Fina il Post (Toror Canad January ¢ 45 z 

Fruit Merant Contrrou ror CANADA SooN—STEEL Curss To Be Foutitowep & : 

CONTROLS ON NONFERROUS METALS—WILL Pur SQUEEZE ON WHOLE RAN ; 

OF Metrat-Usinac ConsuMER Goops 

OTTAY Staff Canada this week took another long step toward full met x 
controls which eventually will mean a big squt on a host of consumer good ; 
cars, radios, washing machines, ete. % 
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Shortly, the Government will set up machinery to control nonferrous metals 
such as copper and nickel. A special nonferrous division will be created in the 
Depirtment of Trade and Commerce. The goal: end-use control. 

Frank Hewett, a metals administration officer during the last war, is expected 
to be named director. His duties will parallel those of Kenneth Harris, director 
of tre newly created steel division. 

With these new divisions, Ottawa will have power of life and death over pro- 
‘yetion of every item into which metal goes. 

Surveys of end-use of key nonferrous metals are now keing made. They are 

ng copper and nickel in extremely short supply. Most nickel users have 
getting only about 40 percent of what they got last vear, as United States 

| Canadian Governments build up stockpiles. 

\lready many manufacturers have been forced to use 
el and copper. 

\ desire to distribute equitablv scarce materials is one reason given for the 

metals. 3ut there’s another compelling reason 


( 


substitutes for both 


sion to control nonferrous 


It is now apparent that Canada cannot avoid applving end-use limitations 

lar in principle to those in effect or contemplated in the United States. Use 
etals like copper and nickel in Canada for nonessential purposes will certainly 

irbed, 

But until war orders begin flowing in the Government will go slow on controls 

avoid unnecessary unemployment. What’s got to be worked out is a ‘“‘reason- 

e and conservative policy” that will keep plants operating and avoid confusion 
and hardship due to unnecessary haste. 
For example, there have been at least four or five adjustments in the original 
United States order which cut back end use of aluminum in that country. Canada 
hopes to avoid this by a more conservative approach. It is also hoped to avoid 
much of the paper work necessary in the United States because of its greater size. 

In aluminum, end-use limitations are almost certain to be tied directly to what 
action, if any, the United States takes regarding a new Canadian aluminum con- 
tract. If United States decides not to sign a contract for long-term supply of 
Canadian aluminum, there will be little disposition here to apply controls 

But if the two economies are geared closely together through a substantial 
United States contract, then the Canadian Government would doubtless feel an 

zation to match United States controls—in principle if not in detail. 

One effect of the new drive to conserve supply and expand production of nickel 


North America is almost certain to be an immediate boost to the Lyn Lake 
has a rated capacity of 18 


property of Sherritt Gordon. This new property hi 
I yn pounds annually; 9 million pounds of copper 250,000 pounds to 300.000 
pounds of cobalt. 

Private interests in the United States are reported ready to discuss contracts 
the entire nickel output of the new mine, gut the more likely plan is to di 
ite proposed output between the I 

States Munitions 3oard, which wants it for its nickel stockpile. 


Tnited States companies, and the United 


The Cuarrman. Do you know whether or not Dr. Boyd, head of the 

ireau of Mines, is in favor of the Alcan development now? 

Mir. Reynoups. I do not know, sir. I have never heard him express 

himself. That Canadian deal is very secret. They do not tell us 

about it. , 

Mr. Supars. You have testified, Mr. Reynolds, that you believe the 

iditional capacity needed in the aluminum industry can be built in 
United States; but, even assuming that this is not true, would the 

nstruction of the British Columbia plant help us in the present 


» 


mergency : 
\Ir. Ra yNoLbs. There are many serious objections to the British 
imbia project, especially from the viewpoint of national security. 

it would be too late. With all the priority assistance of this coun- 
it would take over 3 years of construction to get the first stage of 
and 5 years to get all of it completed. 


project into production 
This giant project would 


the military crisis is now, in 1951 and 1952. 
add a single pound to North American aluminum supplies during 
se crucial years. On the contrary, this project would deplete the 
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United States supplies of critical materials and of heavy transportation 
and power producing equipment during the 5 years it would take to 
convert the present wilderness in British Columbia into a power and 
aluminum producing center. 

Even the 3- and 5-year construction schedules can not be taken too 
seriously, considering how vast the project would be and the much 
greater problems of transportation, manpower and climate which would 
have to be met than if the expansion were done in the United States. 

The proposed British Columbia development would be the most 
extreme concentration of power and aluminum production. With 
1,600,000 horsepower of power capacity and 550,000 tons of aluminum 
producing capacity at a single location, this would be the world’s 
largest aluminum center and, therefore, a prime target for enemy 
bombing or sabotage. 

\ glance at the map shows how concentrated the Canadian capacity 
would be at but two locations, as compared to the scattered United 
states plants 

Here is the map.’ This is the new proposed British Columbia 
and here is Shipshaw, and each is at a single location, where one 
bombing raid would knock out the whole Canadian development 
at either place. Over here on the west coast, this British Columbia 
project is only 1,600 miles from Russian air bases, as compared to 
the United States new plants, which are way down here, completely 
out of the Russian bombers’ 5,000-mile range. This is the 5,000-mile 
range here. 

The CuarrMan. That is the target range of 5,000 miles? 

Mir. Reynoups. Yes. Here is 5,000 this way, and 5,000 this way, 
and as to the new plants, ours is right here, and Alcoa is down in here 
somewhere, and Kaiser and some of the others, I understand. Of 
course, Harvey is up here. 

Mr. Kearinc. Harvey is up in the State of Washington? 

Mir. Reynoups. In Montana. And here are our plants. Kaiser, 
and Alcoa, and Reynolds on the west coast. But, that is supposed LO 
be protected by some kind of air protection in this area, but there is 
no protection up in here, or in Alaska. 

We were looking last night at this map in Life magazine, which 
really gives the best showing of all as to where the Russian air raids 





would come 

Mr. Keating. Does Life have it? 

\Ir. Reynoups. They point right to it. 

Mir. Kearing. Let me ask vou this, and I do not want to embarrass 
you, I want you to be free to ask to be excused from answering. In 
connection with the request to you for expansion, the request was put 
to the Aluminum Co. of America that they increase their expansion 
imme diately 250,000 tons a year, is that right? 

Mr. Reynoups. The first time; ves. 

Mr. Kearinc. Do you know whether they have indicated their 
ability and willingness to expand, and if so, how much, entirely apart 
from any development in Canada? 

Mr. Reynoups. Yes. At that time the three producers offered to 
do very much more than we were asked to do. We said we could 
do more 





[Che map referre i to appears on { 
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Mr. Keating. Including the Aluminum Co. of America? 

Mr. Reynoups. As I recall; yes. I would not want to answer that 
question. Mr. Wilson can answer it. My recollection is that we 
could have done more, and so stated, I thought. I know that the 
Reynolds Co. did. He could answer that. We offered we could do 
more than was necessary. 

Mr. Wiuuis. You indicated that the Government, the officials, did 
not undertake to indicate where they thought should be the location 
of the plant, that they left it to you. 

Mr. Reynoutps. They had to approve it. They investigated where 
we were going to locate and we had to get certification from the 
Department of the Interior. 

Mr. Wiuuis. Primarily it was your responsibilit: 

Mr. Reyno.tps. That is right, but with Government approval. 
The Department of the Interior had to approve the locations. 

Mr. Witson. Mr. Reynolds, from what you say it was apparently 
necessary to put these plants at the source of power. Do you mean 
by that it was cheaper to haul bauxite, which requires four times the 
tonnage as the aluminum produced, than it is to haul the coal or to 
pipe the gas? 

Mr. Reynoups. Yes. Not to pipe the gas. You can’t pipe the 
gas too far, but you can pipe the gas to the plant, but you have to 
have the bauxite where you have the power. Let us say we are 
mining up in Jamaica, there are no power facilities, or the possibility 
of getting it there, so we have to bring the bauxite over here. 

Mr. Witson. I can understand that, but in this country it is 
cheaper to ship the bauxite by land, I presume, to the coal field, than 
it*is to ship the coal to the coast and then to Jamaica? 

Mr. ReyNnoups. Let me explain the process vou go through. You 
put the bauxite through a chemical process and make alumina, and 
we have only one plant doing that, that is in Arkansas, one plant 
makes the alumina for all our aluminum plants. The bauxite moves 
to the alumina plant and the aluminas go to where the power is. 
It is cheaper to ship alumina than it is to ship the fuel to make the 
power. We have a supply of bauxite in Arkansas, but we convert 
the bauxite to alumina in Arkansas and then it is shipped out from 
there. It fans out all over the country to where the plants are. If 
we had a plant in the coal region we would ship the alumina from the 
alumina plant up to the coal field and that would be much cheaper 
than to ship the coal to the alumina plant. 

Mr. Keating. One hundred pounds makes how much alumina? 

Mr. Reynoups. Roughly 50 pounds, and 20 pounds of aluminum. 

Mr. Hituines. Mr. Reynolds, to your knowledge, are there any 
large deposits, that could be devoted to commerce al use, of bauxite in 
China and Manchuria? 

Mr. Reynoups. We don’t know anything about it. We know the 
Dutch have some crood deposits in the Kast Incies, but | don't know 
anything about China. 

Mr. Hiniines. That is in Dutch Guiana? 

Mr. Reynoups. They have it in the East Indies as well, in Bintan. 
They have it in Dutch Guiana on the Western Hemisphere, but they 
have also bauxite deposits in Bintan, in the East Indies 

Mr. Hitumes. And in India? 

Mr. Reynoups. Yes; there is bauxite there. 
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The CuarrmMan. Of course many other countries have been making 
aluminum for many years. 

Mr. Reynoups. Yes. 

The Cuairman. The Minerals Yearbook indicates that in its Re- 
view On Aluminum, published by the Bureau of Mines. There are 
over 20 countries where aluminum has been made. 

Mr. Wituts. Where is your primary source of supply of bauxite? 

Mr. Reynoups. Ours is Arkansas, Jamaica, and Haiti. 

Mr. Wiuuts. Senator Murray indicated that the bauxites in Arkan- 
sas were inconsequential. 

Mr. Reynoups. Well, they are not inconsequential, but they are 
very small relative to capacities now. It is estimated I think by the 
Bureau of Mines it would be about 50,000,000 or 60,000,000 tons. I 
think that is the estimated amount in this country. 

Mr. Wiis. What is alumina? Describe its relative properties. 

Mr. Reynouips. Alumina looks like sugar. It is the product which 
results after you put the bauxite through a chemical process. You 
take out a number of impurities, including iron, silica, and other 
impurities. What remains is AL?O*”, which is aluminum oxide or alum- 
ina, and that is put into electric furnaces, with ecryolite, and pure 
aluminum is made there by an electrolytic process. 

Mr. Goopwin. Are there any byproducts in this processing of 
bauxite to alumina? 

Mr. Reynoups. Not to speak of. Bauxite and alumina are used 
to make some chemicals and abrasives, but in relatively small amounts. 

Mr. Witiis. How is that alumina packed for shipment? 

Mr. Reynoups. Jn covered hopper cars. It is a fine, powdery, 
white substance. 

Mr. Keatine. What is aluminum? 

Mr. Reynouips. Aluminum comes out in a molten state and comes 
out in pigs of various sizes. 

Mr. Keartina. Just like iron? 

Mr. Reynoups. Yes. 

Mr. Goopwin. And it is in that form that it goes to the fabricator? 

Mr. Reynoups. Yes; and smelters and other people. 

Mr. Suears. | believe you were on the question of the British 
Columbia plant. 

Mr. Reynoups. Yes. I was going to point out now how far the 
supply line is to British Columbia. The supply lines to and from this 
new plant would be extremely long and vulnerable. Kitimat, the 
proposed plant site, is accessible only by Pacific Ocean shipping lanes. 
The only railroad close by is at Prince Rupert and runs east to and 
through the Canadian Rockies before it turns south. This route is 
not at all feasible for the freight movements to and from the proposed 
aluminum plant. The nearest north-south railroad is 400 miles away 
at Vancouver. Extension of this line to Kitimat would be a monu- 
mental task, since the Coast Mountain Range, studded with 10,000- 
and 15,000-foot peaks, runs all the way down from Kitimat to the 
United States border. 

Moving all supplies in by ocean vessel—bauxite, soda ash, petroleum 
coke, and cryolite—would be extremely hazardous and costly. The 
bauxite, 4 tons for every ton of aluminum to be produced, would have 
to be shipped almost 7,000 miles from South America. As the supply- 
line map shows, it shows the supply line coming from Dutch Guiana, 











158 STUDY OF MONOPOLY POWER 


coming from here [indicating] and going through the Panama Canal 
and on up, and then as you make the aluminum, it has to come back 
and be shipped to the United States and on into Canada to where it 
would be processed. So submarines would have a crack at it all the 
way from over here [indicating], the Caribbean, and then all the way 
up the Pacific and part of the way back, so they would have a long shot 
at the movement there, which would make it very difficult, I think. 
If we did go to war with Russia and they had the submarines in the 
Pacific, that would be a very vulnerable long-distance supply line to 
protect. 

As the supply line map shows Reynolds bauxite from Jamaica 
would move about 1,250 miles, less than a fifth as far. About 2 tons 
of the other materials per ton of aluminum produced would have to 
be shipped in, primarily from United States industrial centers. All of 
this tonnage, 3,300,000 tons a vear for a 550,000-ton aluminum plant, 
would have to cut through Pacific Ocean waters which are bound 
to be infested with Russian submarines, if the present war spreads 
any further. 

Assuming that these supplies do get through, the aluminum 
produced at Kitimat would also be shipped out by water, in order to 
reach the fabricating mills in the United States, where the raw alumi- 
num must be alloyed and processed into the aluminum mill products 
required by the manufacturers of aircraft and other military equip- 
ment. Russian submarines, therefore, have two chances to destroy 
the British Columbian aluminum, first as raw materials going to the 
new plant, then as aluminum ingot coming out. 

The 1,600,000 horsepower hydroelectric system would be isolated. 
If it is sabotaged or bombed, the aluminum plant is through, because 
no power could be relayed to it from other plants. And, if the 
alumipum plant is put out of operation, there is no use for all that 
power up there for defense purposes. The vast networks of power 
lines in this country prevent any such situation from developing here. 

Also, we have much better air protection in this country. 

It would require a much greater expenditure of critical materials, 
equipment, and manpower for the creation of facilities for the workers 
than would be needed at any place in the United States where the 
equivalent capacity could be built. Keeping the plants properly 
staffed would also be much more difficult, since most workers would 
rather not be that isolated, especiaily at a time when there are plenty 
of jobs to be had. 

Consequently, it will be very hard to get the most desirable type 
of workers for such a plant. 

Mr. SHears. How would the present construction of the British 
Columbia plant affect competition in the aluminum industry in the 
United States? 

Mr. Reynoips. Competition here would be weakened and_ this 
country’s aluminum industry would be undermined. This would be 
true of the fabricating as well as the producing branches of the indus- 
try. This country was hoodwinked once when the Shipshaw deal was 
put over on us early in World War Il. It should not be permitted to 
happen again. 

The argument has been made that they have cheap power sites, but 
it takes a lot of construction and heavy equipment to convert a cheap 
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power site into a power operating system, and it takes still more equip- 
ment to build the aluminum, alumina, carbon plants, and towns and 
harbors. All of that construction was much more expensive at Ship- 
shaw and Arvida than in this country. 

{nd the same would necessarily be true of the British Columbia 
project. The reason the Aluminum Co. of Canada is the lowest cost 
postwar producer is the fact that its expensive construction and equip- 
ment was all paid for by the various governments, through advance 
payments, huge firm orders, price escalator clauses and accelerated 
amortization. 

Similar liberal payments once again could make the British Colum- 
bia plant even lower cost than the Shipshaw-Arvida development of 
World War Il. But it would be the wartime generosity of the United 
States Government and perhaps of other governments which would 
make the British Columbia plant a postwar low-cost producer and not 
the cheapness of its power site. 

Healthy competition is not promoted by giving the world’s largest 
producer extraordinary Government aid which increases its financial 
advantages over the independent United States producers. 

The Aluminum Co. of Canada is already the largest and most power- 
ful aluminum producer in the world by virtue of generous aid given to 

by the United States and other governments during the last war. 
Since then, it has shown no sense of obligation to this country. In 
1947 it helped to demoralize an already glutted market and pulled out 
when its aluminum was most needed here. It has obtained steel from 
this country under the joint priorities system but has not supplied us 
with any aluminum here under that system. 

Neither has it done its best to build an aluminum stockpile in Can- 
ada for joint national security use. And it has not done its best to 
supply aluminum for the stockpile here. Witness its shipments to 
Russian satellites and its increased commitments to Britain, after the 
United States Government asked for as much aluminum as it could 
vet in 1950 and 1951. 

What a different picture it would be if the World War II Shipshaw 
eal had been halted in time and equivalent facilities had been built 


This extra capacity would be operating on the same basis as all other 
minum plants in this country: Primarily to supply the United 
market, both defense and civilian. The fabricators and small 
businesses in this country would not be faced with the shortage which 
confronts them today. And the Government would have received 
millions in extra tax revenue during and since World War II. 

\Ir. SHears. Have you got any information on the Aluminum Co. 
of Canada shipments of aluminum to the satellite countries? IL think 
vou have covered that, though. 

Mr. Reynotps. Yes. There was one point that I would like to 
ont out, that we did not—-well, | am ahead of myself here 

\Ir. SHears. You said that fabricators would also be adversely 
allected. In what way? 

_ Mr. Reynoups. Canada already has 1,000 aluminum fabricators 
The Aluminum Co. of Canada, and of course the Canadian Govern- 
ment, Is encouraging in every way they can the use of the raw alumi- 
num in Canada, and the export of finished products. Aluminium, 
Limited, the parent company of Alean, had been expanding its fabri- 
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cating facilities in every part of the world and each year is fabricating 
more of its production and selling a smaller share of it as ingot. After 
the British Columbia plants are built with United States financi 

it will be too late to prevent the Canadian interests from doing 
they can to fabricate their production in Canada or in other parts 
the world, where Aluminium Limited has fabricating facilities. 

The Canadian strategy to sell us the finished product, not raw alumi- 
num is no secret. The Aluminium Limited people advertise it, 
revealed by their ad in the Wall Street Journal of January 9, 195} 
In Canada, aluminum ingot is quoted “for home consumption, 
apparently to restrict buyers from taking it out of the country in 
that form. 

The Wall Street Journal reported on December 28 that scarce 
aluminum parts are being offered by Canadian fabricators to the 
motor industry in this country, if they will supply Canada with the 
fabricating equipment. In short, they have the aluminum but want 
to sell it in fabricated form even though they lack the necessary equip- 
ment. Meanwhile plants here, able to fabricate, are starved for 
aluminum. 

Mr. Suears. Do you have an exhibit you wish to offer at this point? 

Mr. Reynoups. Yes; here is an item from the Montreal Gazette, 
January 18, 1951, entitled “Urges Increase in Processing Raw 
Materials”’ 

Canadians to process more raw materials into finished products for home cor 
sumption and to expand their export markets, James L. Carson, retiring president 
of the Bank of Toronto, told shareholders attending the ninety-fifth annual meet 
ing of the bank, held in Toronto 

“Our tremendous supplies of base metals have encouraged the export of much 
of their production in the natural state, and subsequently we import finished good: 
made abroad of our own raw material,’’ said Mr. Carson, stating that such a1 
arrangement might be advantageous from a short term view but not as a perma 
nent practice, Citing aluminum as an example, Mr. Carson said that in 1949 we 
exported over $9,000,000 worth of finished aluminum but imported almost 
$8,000,000 worth of finished aluminum products 

Raw material sales have helped us build fine manufacturing plants of our ow! 
Should we not intensify our efforts to use them now to process our own natural! 
resources, he asked 

Mr. SHears. What is the Reynolds Metals Co.’s attitude toward 
still more expansion in the United States? 

Mr. Reynoups. If national security requires it, then we are read) 
to expand still further. We have long advocated a policy designed to 
anticipate military needs. Back in February 1948 when the Finlette: 
report Survival in the Air Age was issued and a 70-group air force 
was being discussed, my father warned that the supply of aluminum 
should be planned ahead. He said then: 

A long-range plan would inform the aluminum industry as to how much alu 
minum is needed, when, and in what form, early enough to enable it to plan the 
production and fabrication much more efficiently and economically than is pos- 
sible with only short-term orders from plane manufacturers. 

In September 1948 we submitted to the Munitions Board and othe 
military agencies a brochure on Mobilizing the Aluminum Industry, 
in which we estimated a capacity deficit of over one million tons of 
capacity for mobilization needs and again urged planned expansion 
on an economical basis. And I have already outlined our more recent 
efforts to expand capacity. 

May I submit that report for the record, the one we submitted in 
1948, saying that they needed an expansion of a million tons? 
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The CuarrMan. All right, you may submit it to the committee. 
(The matter referred to follows:) 


MosILIzING THE ALUMINUM INDUSTRY 
SUMMARY 


The mobilization of the aluminum industry has a double goal: to meet the 
immediate demands of the cold war now raging and to be ready should a shooting 
war develop. To win the cold war the United States must build up its ‘“‘negoti- 
ating strength” by bringing its military forces to their full peacetime quota, by 
keeping the domestic economy on a healthy and prosperous basis and by carefully 
planning and timing its foreign aid activities. Aluminum is one of the key 
materials needed to achieve each of these aims. To be prepared for actual combat, 
the aluminum industry must become large enough and resilient enough to meet 
peak war demands and be in a position to mobilize its strength very rapidly under 
the most adverse conditions. 

The United States would need, at the peak of war mobilization, 2,226,000 tons 
of aluminum a year, a little more than half going to the Air Force, slightly over a 
quarter to the Army and Navy, leaving about a fifth for essential civilian needs. 
Since the industry can supply at present no more than 1,000,000 tons a year, 
there would be a mobilization deficit of 1,226,000 tons. 

More production is the only way of avoiding that deficit. There are not any 
substantial stockpiles to tap. Canada is not in a position to supply more alu- 
minum than it is now shipping here. Europe needs more aluminum than it can 
produce. If the United States is to have more aluminum, it will have to be 
produced here. 

The shortage of power supply is the chief obstacle to the greater production of 
aluminum. Production could be increased another 140,000 tons a year wit! 
existing facilities, now idle only for the lack of power. To wipe out the rest of tlhe 
deficit, 1,086,000 tons a vear, new producing plants will have to be built. 

The location and size of the new plants will depend on the availability of power 
Since power costs affect aluminum more than any other material, the mobilization 
of the aluminum industry should be closely coordinated with the nation’s power 
program. The decisions made as to power supply will determine whether the 
new aluminum plants will serve the Nation at all times or be high-cost ‘‘war 
babies.”’ 

More aluminum is needed right now because the immediate cold war require- 
ments, as well as those for a shooting war, already exceed present supplies. The 
shortage shows every sign of getting worse instead of disappearing. At leas 
another 250,000 tons a year are needed just to meet essential civilian needs. 
Peacetime military demands bring the total required beyond present pet | 
supplies, to 365,875 tons a year. If these needs are to be met, prompt action must 
be taken to supply the necessary power and to build new aluminum plants. 

The longer-ranged war mobilization program also requires action as soon as 
possible, if the 1951-52 deadlines are to be met. The critical shortages of power 
and heavy machinery require policy decisions now on any expansion which is to be 
ready by 1951 and 1952. A power policy is the most urgent need. Is some of the 
power capacity now being built to be earmarked for aluminum production? Are 

ew power plants to be built to supply the aluminum producers? Or, are the 
uminum plants to be dependent on wartime controls for their power supply? 

The most efficient and economical mobilization of the aluminum industry 
requires a permanent and economical power supply. In view of the present 
power shortage, a very definite policy to that effeet must be adopted if the alum- 
inum producers are to be able to carry out their mobilization responsibilities 
properly. Continued neglect of the power supply problem will saddle any new 
aluminum plants with high-cost power, thereby condemning them to be ‘war 
babies.”’ The added capacity needed for war mobilization can operate in peace- 
time too, if an economical power supply is available. Meeting the power issue 
now consequently means avoiding the added mobilization expense of building 
plants good for war only and also assures American industry an abundant and 
cheap supply of aluminum. 


The mobilization of the aluminum industry must be pushed along two fronts 
simultaneously : 

1. There is the immediate task of peacetime preparedness. Under present 
world conditions it means building up the negotiating strength of the United 
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States so that it can be as effective as possible in its efforts to restore peace. This 
negotiating strength would be developed by increasing our military forces to ful] 
peacetime strength, through carefully planned foreign aid, and by keeping the 
domestic economy on a healthy and prosperous basis. 

Since this phase of the mobilization is a peacetime program, wartime controls 
cannot be used. They are politically impossible for the time being because most 
of the people in this country still see international affairs in black and white only, 
We are either at war or at peace, with no allowance made for the cold war now 
aging between Russia and the United States. Military requirements under this 
program therefore must be filled in addition to all civilian requirements. 

2. The longer-ranged war mobilization has as its objective an ultimate wartime 
strength which would bring victory to the United States in case war came after al] 
Under this program, the aluminum industry must become large enough and 
resilient enough to meet actual war needs and be in a position to mobilize its 
strength very rapidly under the most adverse conditions. In contrast to the 
peacetime preparedness program, the ultimate wartime mobilization would have 
a single focal point: Victory over the enemy. All the resources of the aluminun 
industry would be directed toward that goal and whatever wartime controls 
limitations, or compulsions become necessary would be invoked. 

Both of these programs will necessarily overlap and dovetail at many points. 
What is done in the interest of peacetime preparedness can, to a large degree, be so 
planned as to provide some of the groundwork for wartime mobilization. 

This double-pronged approach to the mobilization program will be less burden- 
some on the Nation’s finances and resources than a more hesitant policy which 
concerns itself at this time with peacetime preparedness only and delays the actual 
preparations for wartime mobilization until a much later date. If adequate time 
is allowed for advance planning and design, whatever is needed by way of added 
facilities could be so constructed and located as to have a maximum usefulness after 
(hese crises are over As proven by the experiences of World War II, it was the 
last minute mobilizations and expansions which were the most costly to the 
Nation. 

The most important lesson of the last war is that too little and too late were 
the Charvbdis and Sevlla on which this country almost foundered a few short 
vears ago It Was not wholly necessary to come that close to defeat the n It 
would be wholly inexcusable to risk disaster once again sold planning, followed 
bv equally bold and prompt action, is the onlv safeguard against finding ourselves 
inadequately prepared for any of the crises which may be in store for us 

These key questions must be answered, thoroughly and promptly, if the aluminur 
industrv is to be prepared for whatever is ahead: 

How much aluminum does the United States need? 
How can the United States get the aluminum it needs? 
Hlow soon does the United States need more alumi un ? 
Should war mobilization plants be war babies? 


HOW MUCH Al MINUM DOES THE UNITED STATES NEED? 


The United States needs 1,226,000 more tons of aluminum a year 


About 2,226,000 tons of aluminum a vear would be needed to meet the 
demand of a wartime mobilization. 

At present the industry can deliver no more than 1,000,000 tons a vear operating 
at the capacity possible with the limited power supply now available and utilizing 
all the serap and foreign metal that can be obtained. That leaves a supply deficit 
of 1,226,000 tons a vear for war mobilization requirements. 

Aluminum is being requested for so many militarv and essential civilian u 
that this goal allows for relatively little, if anv, reserve supply \ brief summary 
f the demand thus far indicated reveals how essential it is to set the sights that 
high for the wartime mobilization of the aluminum industry 

As was true during World War II, the principa! use for aluminum in a coming 
war would be in building up and maintaining our air power. For peacetime 
preparedness the peak air power requirements are 102,250 tons of aluminum a year 
Mobilization for a shooting war would require more than 10 times as muc!l 
aluminum. These figures cover only planes, their spares and fittings. They d 
not include guided missiles and other bombs, aircraft landing mais, or anv of the 
Army’s airborne troop equipment. 

Large quantities of aluminum are also required for Army and Navy needs 
During World War II, these services used about a third as much aluminum as 
did the Air Force. But they were on a starvation diet then. The aluminu! 
shortage was so severe during the critical years of World War II that the use of 
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aluminum in Army and Navy equipment had to be avoided so that aircraft might 
have every pound of it until the shortage was relieved. Army and Navy engineers 
were busy in the middle of World War II substituting other materials for alumi- 
num. Unquestionably the consumption of aluminum by the Army and Navy 
during World War II for other than aircraft purposes would have been much 
greater had there been enough aluminum for all who needed it 

What would have been enough during World War IT is not enough any more 


because the Army and Navy now wants aluminum for a wide variety of new 
applications. Portable buildings, for example, would add an estimated 90,000 
tons a year to Army and Navy requirements. As the emphasis on airborne 
operations increases, aluminum becomes a desirable material for much of the 
Army’s equipment. 

In planning enough aluminum for all the services, instead of robbing Peter to 
pay Paul, Army and Navy requirements must be set substantially above what 
they received amid the shortages of World War II \t that time these services 
consumed about a third as much as tl Air Foree did Now they should be 
expected to need for war mobilization about 586,000 tons a vear. , 

Essential civilian requirements were the hardest hit during World War IT and 
so the amount of aluminum used then is a gross understatement of essential civilia: 
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needs. In addition, there is the inescapable fact that aluminum is being used 
for many more important civilian uses than was the case during or before World 
WarlIl. Much of today’s aluminum goes into housing and industrial construction. 
especially roofing, ventilating and heating ducts, windows, and electrical wiring 
of all types With the housing and factory building shortage inherited from 
World War II still largely with us, it will not be possible to abandon any of thes« 
uses during the peacetime preparedness program. And under the stress of war- 


time mobilization there will still be a considerable amount of unavoidable eon- 
struction. With other major building materials, particularly steel now hard to 
get, there is no basis for assuming that any essential civ 
aluminum can be shifted to some other material. 

Enough aluminum must be planned for civilian needs to assure the United 
States of maximum efficiency in war production. While there cannot be ar 


lan Use now taking 





loubt about the necessity for putting direct military needs ahead of all others 
luring a wartime mobilization, an adequate plan should avoid imy a 
ordinary hardship on the civilian population because of its inevit: 

war production. The direct relation between how a war worker and his famil) 
live and his effectiveness in a critical war plant was proven over and over again 
luring World War II. Adequate housing, transportation, and community 
facilities are as instrumental as better plant equipment in getting the worker to 
produce munitions better and faster Aluminum for these essential civilian uses 
hould therefore be provided in a war mobilization program 


Finally, considerably more aluminum will have to be allowed for essential 
civilian needs than was the case during World War II because the stav-at-home 
population will be larger. This condition is developing as a result of not only the 
teady increase in population but also the rising proportion of children and old 
ks to the total During World War II, a little less than a fourth of what went 
» the Air Force went into civilian goods. A thorough inventory of all the civilian 

es which should not be abandoned even under stress of war will probablv show 

at civilians will need about 468,800 tons a vear. That would still be less thar 
iif as much aluminum for civilian use as is now being consumed 

The total war mobilization requirements for all military and civilian needs. as 
timated above, would be 2,226,000 tons. 

In sharp contrast, the aluminum industry is able at present to deliver no mot 
han 1,000,000 tons a vear to its customers. Since domestic production amounts 
» only 600,000 tons a vear, substantial imports from Canada and large supplies 
f scrap are needed to maintain even this level of shipments. During r 
onths, the industry has been unable to get enough scrap and Canadian alur 
) keep its shipments at the million-ton mark. Taking the most optimist 
owever, there would still be a deficit of 1,226,000 tons a vear between pea var 

mobilization requirements and current maximum deliveries 


HOW CAN THI UNITED STATES GET THI ALUMINUM IT NEED 


j 


lore production us the only solution 
The aluminum industry must increase its output and its producti ipacity if 
is to be ready for a possible war mobilization. The deficit of 1,226,000 tons a 
ar between what the industry can now deliver and what would be iired of it 


‘ 


ra shooting war cannot be made up in anv other way The World War II 
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stockpiles are all gone and the scrap supply is not sufficient to fill the gap. If 
there were large tonnages of scrap anywhere they would be lured into today 
markets, with secondary ingot (made from scrap) commanding a price of 25 cents 
a pound, 56 percent more than the price of primary metal. Imports are also 
at their peak, unless and until there is further expansion by foreign producers. So 
the only way out for the aluminum industry is more produc tion, 


Where shall this additional production take place? The aluminum producer 
of the United States do not have the power at to make more ulema im thar 
is now being turned out here. To step up production enough to eliminate thi 


potential mobilization deficit of 1,226,000 tons would require about 2,450,000 
more kilowatts of power and many new aluminum-producing plants. Reynold 

Metals’ unsuccessful efforts in trying to get a smal! fraction of that amount proves 
that it would be extraordinarily difficult to carry out such a program of expansio1 

Consequently, the possibility of getting some of the new production from foreig: 
sources should be considered. 


Canadian aluminum is not the answer 

Canada is frequently mentioned as the solution to the aluminum shortag: 
primarily because the world’s largest and lowest-cost producer is located ther: 
In addition, the bulk of Canada’s output is exportabl Roe from the viewpoint of 
war mobilization, there is the long history of unbroken friendly ties betwee) 
Canada and the United States. A closer examination of the facts reveals that 
Canada is not and cannot be a safe and adequate solution to the aluminum supp 
problem of the United States 

The Canadian producer has declared most emphatically that it cannot suppl, 
any more aluminum to this country than it is now shipping here When pressed 
for a future date as to when it will be able to ship more into the United States 
representatives of the Canadian producer have insisted that no such increased 
flow is likely in the foreseeable future. 

Like the United States, Canada has some idle producing facilities And, as 
the United States, they are inactive for lack of electric power rhe power to 
operate Canada’s idle capacity would have to be taken awa, from the paper n 
in the same area, which woul 1 cut down the supply of newsprint to ) this country 
There is no indication that any such diversion of power is likely to take place 
On the contrarv, such a move is bound to run into the stiffest and most 
kind of opposition 

The plain fact is that Canada has an aluminum shortage, just as the U1 
States hasone. Recent r ports from British Columbia indicate that the Canad 
producer is seriously investigating the possibilities of developing cheap pows 
there for the production of aluminum. Evidently the Canadian producer fe« 
that the shortage is there to stay until additional production is fortheon 
ich, in turn, depends on the creation of a new power supply 
rhe erratic pattern of Canadian exports to this country shows how unrelial 
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they are as asource of supply. During 1947 the bulk of Canadian shipments can 
here during a short period when our market was temporarily glutted A sl 
time later, wher the demand jumped ahead of the supply in this count: 

C: anadis ans sud de niv cut their exports here to a mere trickle The net effect 
Canadian shipments during 1947 was to accentuate the ups and downs of 
United States market instead of assuring this country a steady supply. Sit 
1928 the Canadian producer’s basic marketing policy has been to cultivate other 
world markets in pre ference to that of the United State No consumer of 
aluminum in this country, military or civilian, can rely on a foreign source of 
supply which has no desire to participate permanently and on a large seale in 


United States markets. 

Finally, it is preearious to rely on existing Canadian sources for aluminum 
which may be needed during war mobilization. All too frequently it is ass 
that because Canada and the United States are and have long been allies it dos 
not make anv difference as to whether essential military capacity is located her 


orthere. Evenif that be generally true, it does not apply in the case of aluminur 
productior As reported by the Tariff Commissior 

he fact that our immediate neighbor Canada has immense capacity for 
production of alumina and aluminum in no way constitutes a safeguard for tl 
United States in wartime supplies of aluminum. Canada is wholly dependent 


or its aluminum output, and any situation which would preve 





imported bauxite 
the United States from obtaining adequate supplies of foreign bauxite would | 
even more serious effect on Canadian supplies War Changes In Indust 
series Report Ne 14 p 19 
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Bauxite supply is the weakest link in the chain of aluminum pro luction, from 
a military standpoint, because most of it still comes from overseas sources 


South America is the source of all the ore used by the Canadian company Dur- 
ing World War II our dependence on these distant overseas sources was extremely 
costly—in seamen killed and ships sunk by Axis submarines, in aluminum pro- 
duction lost because of : 

and military personnel to protect these supply lines 








bauxite shortages and in the diversion of ships, planes, 











By relying on Canadian aluminum, the supply lines are lengthened thousands 
of miles—the length of the Atlantic coast line of the United States, plus the long 
trip through the Gulf of St. Lawrence and up the St. Lawrence and Saguenay 
Rivers. During World War II Axis submarines had infested not only the Carib- 
bean and the Atlantie but : ip the St. Lawrence River 

Some recognition has already been given to the dire need of minimizing our 
dependence on overseas bauxite Government funds are being spent right now 
to stockpile South American ore in this country It would be tri and fool- 

ly ft lissipate these efforts | leaning too heavil Canad iluminum 
for military emergencies 

Dependence on Canadian alun m is a military hazard t nother respect 
Concentrated centers are bound to be key objectives for a icks or sabotage 
n the event of war It will be recalled that the German sa rs apprehended 
n the beaches of eastern United States had this countr ke i linum plants 
it the top of their list 

As fora other for gn sé I s, thev are ever SS Satisia ry tor f Ss 
f this co rv than is Canada At present the rest « vorld needs 1 
more aluminum than it is able to produce This country’s foreign-aid program 
s ample proof that the flow of aluminum must be from Nort! erica to Europe 


not vice versa, until the economic recovery of Europe has been achieved 
The report of t he House ™ lect (Committee on Fore vt Aid, bast d on st di S 


by Federal Government experts, concludes that the Marshall plan countries \ 

need 64,500 more metric tons of aluminum than they themselves can produce 

under the most favorable circumstances. The power shortages of Europe are 
, +} } } ca } j { 





far more severe than they are here or in Canada and so the likeli ood is that the 


aluminum shortage will be greater than 64,500 tons 


From the long-range viewpoint of war mobilization, Europe is not a suitable 
source even if it develops an exportable surplus First of all, the supply lines 
are much too long for safetv. Secondly, Communist forces are ifficiently strong 
in that part of the world to make sabotage a very real possibility, particularly 
inder wartime conditions The United States cannot look to European sour 
for the aluminum it now needs or would need, under war mobilizatior For the 
time being, Europe is looking to us for its aluminum 

As the preced ng analysis shows, no foreign source can be relied on to provide 
more aluminum here either now or, with safety, during war mobilizati 
(dditional p luction from existing lt ted States pliant 

One-half of a modern, economical, and fully equipped aiuminum-prod 
plant stands idle today in the United States, despite the aluminum shorta It 
has everything that is necessary for immediate production—except a power 

ipply As soon as another 70,000 kilowatts of electric power are made avali- 

able to this plant, located at Jones Mills, Ark., the production in this country 
vill be inereased by 35,000 tons a year, 

The idle half of the Jones Mills plant is unquest onablyvy the quickest a 


leapest way of increasing the supply of aluminum in ‘ 
advantage over every other producing plant in the world as far as trar 
foes. The alumina it uses comes from the nearby Hurricane Creek 
mina plant And the bauxite for that pl: ij 
Arkansas Nowhere else in the United States is so little required by wi 
transportation facilities in order to increase the s ipply of aluminun 
tons a year. 

The missing link, 70,000 kilowatts of power, is to be supplied by the Arkansas 


Power & Light Co. from its Lake Catherine power station under a long-tern 
contract already consummated with Reynolds Metals Co., the operator o 
Jones Mills plant The two generators which are to produce the power were 
ordered in November 1946 but delivery, under present schedules, is not ¢ pected 
intil May 1949 or later. The ultimate bottlenecks in Jones Mills aluminum 
production are, therefore, these two generators The sooner they can be de- 
livered and installed at the Lake Catherine power station, the sooner this country’s 
production of aluminum will increase—35,000 tons a year 


nt is aiso mined in tha 
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Aside from Jones Mills, there are two other idle aluminum-producing plant 
At Massena, N. Y., and at Riverbank, Calif. Both are Government-own 
plants which were built during the war, Neither is under lease to any compan) 
and therefore no arrangements have been made or are under way to get powe: 
for these plants. Each of the plants has a capacity of 52,500 tons and wou! 
therefore require 105,000 kilowatts each of firm power before they could operat: 
at capacity. 

The Massena plant operated during World War II on very high-cost powe 
which was relayed from New York City via the Niagara Hudson power systen 
This plant, however, has been idle since February 1944 and the power facilit 
which served it are no longer available. The logical source of cheap power fo 
the Massena plant would be the proposed St. Lawrence power project. This 
however, cannot be counted on for some time to come because it has not ev: 
been authorized as yet. 

Some new electrical installations would also be needed at the Massena pla: 
before it would be ready for production. After it has ceased operating in 1944 
some of its electrical conductors had been removed to help reequip other Gover 
ment-owned plants. This plant could probably be brought into productio 
rapidly as power could be made available. 

The Riverbank, Calif., plant not only lacks a power supply but also has 
serious fume problem which prevents its commercial operation. The plant 
particular location makes its operation a source of litigation since its fumes inte: 
fere with agricultural activities in the surrounding area. Facilities to contr 
these fumes are needed before this plant can operate again 

Two other Government-owned aluminum plants which operated during Wor 
War II have been cannibalized to such a degree that they are not likely to b 
brought back into production. The largest of all the Government-owned alum 
num plants, located in New York City, has been virtually stripped of its equip 
ment and its buildings are being used as a Navy warehouse. The other, at Li 
Angeles, Calif., has been stripped to the point where it would require considerab|: 
reconstruction before it could be operated again. In fact, what is left of the L 
Angeles plant has been sold to a United States Steel subsidiary which will use t} 
site for a steel rolling mill. 

One other war plant, at Burlington, N. J., is partly cannibalized and would als 
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require considerable reconstruction before it could operate again. Che equipme! 
for this plant has already been offered for sale on a dismantled basis If such sa 
materialize, then this plant, too, will be forever lost to the aluminum indust1 


this country. 
At best, even if the three idle and readily usable plants could get the necessa 


electric power, only 140,000 tons of additional aluminum capacity could be a 
vated. The full utilization of these facilities would reduce the 1,226,000 ton 

mobilization deficit by less than 12 percent. In other words, war mobilizat 
requires 1,086,000 more tons a year than the aluminum industry could possil 


produce by getting these idle plants into full operatior 
Vore aluminum capacity is needed in the United Stat 

There is no choice but to build new capacity in the United States if this cour 
is to be ready for war mobilization. Since aluminum production requires mu 
more electric power than any other major industrial process, the key to any 
expansion is power supply 

Unless the Nation’s aluminum and power programs are coordinated, the cost 
errors of World War IT expansion will be repeated. The World War IT aluminu 
plants which contributed least to war and postwar production are those which had 
the least satisfactory power supply. The first step, therefore, is to canvass the 
private and public power systems to find out where the best blocks of energy ca 
be obtained. When that has been established, then the size and location of the 
new aluminum plants can be decided 

A recent report by the Edison Electric Institute reveals that 4,600,000 kilowatts 
of new generating capacity will be installed this year. By the end of 1951, a 
cording to the Federal Power Commission, the new power facilities will have a 
capacity of 14,400,000 kilowatts. This schedule of expansion is apparently al 
that can be expected from the power producers for the time being in view of t! 
institute’s report that generators are being built “as fast as manufacturing facili 
ties will permit”’ and steam turbines ‘‘are booked to capacity 3 years ahead.”’ 

Since 1951 is also generally considered to be the dead-line for war mobilization 
preparations, the ability of the United States to build up its aluminum capacity 
depends on how much of the new 14,400,000 kilowatts will be made available for 
aluminum production. About 2,500,000 additional kilowatts would be needed to 
meet the war mobilization requirements of the aluminum industry. That would 
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be more than 17 percent of all the new power facilities to be built by the end of 
1951. 

The aluminum industry has no assurance that it would get the power it needs 
The experience thus far has been very disappointing. The competition for power 
is extremely intense. Every industry wants more, and so do the farms and homes 
throughout the country. Since power costs are not as large an element of expens« 
in the budgets of any of these other users as it is with the aluminum producers 
they can more easily afford to pay more for the power when the supply is as limited 
as itis now. And there is no sign of power being plentiful, compared to the de- 
mand, for vears to come. 

The outlook for the aluminum industry is therefore not at all promising with 
respect to power supply unless some action is taken to earmark specific blocks of 
power for aluminum production. As matters stand today the aluminum producers 
cannot get access to such power. 

The problem of power supply gets down to this: how urgent is the need for more 


aluminum. If the national interest and military security requires more than is 
now being supplied, then there must be a national power policy designed t 
dovetail with a national aluminum policy. Otherwise the expansion of aluminut 
output will have to wait until power is plentiful enough for the aluminum industr 


to get it at regular bulk rates. 


HOW SOON DOES THE UNITED STATES NEED MORI ALUMINUM 


Vore aluminum is needed immediately 

More aluminum is urgently needed right now because it is an essential materia 
for the cold war which is already being fought, not just for any future shooting 
war. Since a decisive victory in the cold war may make the infinitely mor 
catastrophic war of actual combat unnecessary, these immediate needs deserve 
a very high priority. 

The cold war is being fought on many unusual fronts: In the UN, over 
radio, through foreign aid, and right here within the United States. Victory in 
this unusual struggee must begin at home. The more effective and satisfactor 


our own democracy becomes, the more attractive it is to other nations as a wa 
of life. Consequently, civilian necessities must rank with military requirements 
as a means of winning the cold war. The current aluminum supply sit 
becomes very pertinent under these circumstances. 

The facts are glaringly simple: The aluminum shortage is already here a1 
there is not enough aluminum available to meet cold-war requirements 
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This shortage is not a momentary condition. luminum sales have been ru 
ning well ahead of primary production for more than 2 vears now, except for a 
temporary lull during the middle of 1947. This deficit in production did not 
begin to hurt until reenetly because vast quantities of war surplus aluminum and 
battle scrap were available. But the Government stockpile of primary aluminun 
which stood at 185,750 tons in LO46, Is all gone now & nd ever hattle scrap Is hard 
to find. From now on, the supply of aluminum depends on current productior 
without the assistance of stockpiles or old scrap heaps. 

The severity of the shortage is best symbolized by the sky-high prices of scray 
and secondary aluminum. Normally, when there is enough aluminum to 
around, secondary ingot (made from scrap), sells for less than primary aluminun 
Today, the supply is so inadequate that whatever secondary metal is obtainable 
commands as much as 9 cents a pound or 56 percent higher than the price of 
primary. Nothing but the extreme difficulty of getting any kind of aluminum 


can explain this topsy-turvy price situation. 

This aluminum shortage and all the other critical material shortages sap the 
strength we need to win the cold war. Discontent comes in the wake of the 
housing shortage and inflation which are perpetuated by the lack of key materials 
And the discontented are those most likely to be hypnotized by the false messiahs 
of communism or other forms of totalitarianism. If there were enough aluminum 
and enough of other critical materials, the housing shortage and the other evils 
mentioned above could be reduced and eliminated. 

It is not sound planning at this stage to take aluminum or any other key mate- 
rial away from housing in order to meet current military needs. Yet that is 
exactly what is happening today. The Munitions Board has requested that the 
aluminum industry adopt voluntary allocations so as to give military orders 
preference over civilian uses. This has been done. These allocations, however 
cannot end the shortage, since they neither increase the supply nor decrease the 
demand. Instead, the plans should call for enough aluminum to meet all cold 
war requirements. We do not make much progress in 1948 and 1949 toward 
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victory and peace by building a few more planes, if that 
spondingly fewer houses. 

There can be but one healthy and sound solution to the civilian shortages, 
namely, more production. In the case of aluminum 
another 500,000 tons a year are needed to meet all civilian needs, Confining 
ourselves to the most essential civilian needs, at least another 250,000 tons 
year are needed during the next few years. 

The peacetime military strength is another major front of the present 
war. ‘The peace of the world is so precarious that right n 


means building corre- 


it has been estimated that 
& 


cold 
iust be re inforced with 
might. It is unfortunate but true, that the words of our representatives at UN 
must be punctuated with our ability to fight in order to earry we ight with 
many nations which must choose whether to be with the United Stat 


the 
‘sor Russia, 
Che sad case of Czechoslovakia shows how weak unenforeed words can be. 


Today, more than ever before, our ability to get peace without more war de pends 





on whether or not we can enforce justice. The lack of military power in the 
hands of those seeking JUSTICE leads to the appeasement of those who have the 
military power and are ready to use it for conquest. 

\n Air Force and a Navy arm of full peacetime strength will require 48,000 
tons of semifinished aluminum in 1949, 62.500 in 1950. and 102,250 in 1951 \t 
present, only 25,000 tons of aluminum are going into planes. The extra tonnage 
required is, therefore, 23,000 in 1949. 37.500 in 1950 and 77,250 in 1951. he 
aluminum requirements of the Army and Navy. on the basis of the 50-peres 
ratio to air power needs used in the war mobilization cale lation vuld be greater 
than they are now by 11,500 tons in 1949, 18.750 in 1950 and 38,625 in 1951, 
On this basis, the mi itary needs for full peacetime strength would r pull \ 
additional 34,500 tons in 1949, 56.250 in 1950 and 115,875 in 1951. 

\ recapitulation of the additional aluminum needed to end shortages on the 
home front and to build up the military services to full peacetime stre neth shows 


that 284.500 tons would be nee ded in 1949 and 365.875 tons by 1951. 


As the shortage of critical materials becomes mort pronounced, there i 














i= i had 
creasing talk of priorities, allocations, or Government controls In time of actual 
war mobilization, when there is no time to inerease our total strength. these 
desperate measures are appropriate in order to concentrate all power in the 
direction of military victory. At this time, with the cold war at a eritica stage, 
such a seemingly “easy” solution is nothing but def atism. Robbing our housing, 
transportation and packaging industries to supply foreign aid, and robbing both 
of them to supply the military is to resign ourselves to the falsehood that today’s 
production represents all that this eountrv ean produes his is the state of 
mind that ean lose the cold war for the Ur ited States because it necessarily means 
that there will be less aluminum for essential civilia uses and for the military 
than is actually needed. 

Controls and allocations are measures of last resort whicl ist be used \ 
=parinely it A democracy which is not embroiled ? sa ual ombdat The ny 
not effectin in times sucl is the present whe! despite the inter ational eri 
the average American dor ot feel that the United States at ul He the 
fo resists all control th as a Ss a produce! This far 
American lift attested to by i ( (; ind pr i 
leaders fo sponsor Crovernment eor . 

Che immediate objective of a cold-war | on must be to meet the re. 
ments of all maior fronts Chis cou f i iT u7 I rwo | 
var only if it maintair non eco! 1, provides « 1 fore) 
aida | lild t iilitar fores to their peace nes ! | lo that ft 
I ed States need is far as aluminum neerned, 284.500 , oO In 1949 
than i w available and 365,875 more tons bv 1951 That would require t] 
full utilization of the now idle Governme owned ‘ und construe 
of new capacitv by 1949 and still more new ecanaci ( ») produ 
between 1949 and 1951 

In terms of power supply, the cold-war requirements of the aluminum industr 
a ierefore, 569,000 additional kilowatts by 1949 and another 162.750 kilowa 
by 1951—sinece it requires 2 kilowatts of power capacity to supply energy r 
ton of aluminum eapacity 

The deadline for a fighting war mobilization is most frequentls put at 1951 


or 1952 Chis is the se 





hedule -for the aluminum as it is to be delivered 

aircraft plant already fabricated into sheet, extrusions, forgings or similar f 
The deadline for the aluminum-producing plants would have to be many m 
ahead of the aircraft plant delivery date. The Aircraft Industries Associatior 
recently reported that aluminum “takes better than a vear from mine to asse1 
bly.” Consequently the war-mobilization deadline for aluminum productior 
would probably be late in 1950 or early in 1951. 
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The tonnage required, beyond cold-war needs, would necessitate buildir 
another 860,125 tons of capacity. That would mean still more power supply, 






the amount of 1,720,250 kilowatts. In either case, therefore, whether it is for 


} 
the cold war now raging or for the shooting war which mav come after all, there 










s no time to spare with respect to expanding aluminum-producing capacity 







SHCULD WAR MOBILIZATION PLANTS BE WAR BABIES? 










war purposes only or to serve the 
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problem temporarily, it is less useful for war-mol! ration purposes thar 
the plant which is planned and built as a permanent addition to the industry. 
World War II proved beyond any doubt that the plants built early enough to 
get cheap pt wer proved the most productive for war purposes 





The average annual production of the first three plants bu 
War II mobilization, before Pearl Harbor, was 
during the war vears. The three plants which were built last, after 






‘ef 


percent of | 













averaged only 21 percent of their peak capacity. The first th 





were built privately because a relatively economical power supply Was ava lable 






































The last three could not be built on any but a ‘‘war baby masis, since neither a 
permanent nor an economical power suppl le available to then 

Aside from being less than one-third as per u of « t 
last three plants to be built cost the Nati ( 101 har pre 
vious ones. These plants, built during 194: we live ¢ manpower 
and materials from the war and productior g the most critical period 
of the war rhe proper time for plant construction had already passed. Cx 
sequently, these three plants were built at the expense of ot! ul ec 
ties. That can happen here once again if new aluminum plant construction is 
delaved any longer 

Phe se Three Wor 1 Wat I] wa babv”’ piants were not only the ast to vw nto 
production but also among the first to be shut down in 1944 Not a single or 
of them has operated since the The largest of them has been converted to a 
Navy warehouse and can never be used to produce aluminum agai: By contri 
every other plant built for World War II which had a permanent and economica 
power supply is operating at capacity today. Instead of being a war loss to 
Government, they are a peacetime source of rentals and taxes, and a soures 









essential materials for American industry. 
The proper planning of new aluminum producing facilities for military produc- 










tion and war mobilization brings still another major advantage to the Nati 
Because the aluminum industry is far from its zenith, every ton of new capacity 
can be used profitably after the present crisis is over. If it is built so that it ca 
produce aluminum economically, the new plant cuts the cost of the mil ‘Vv 





program and also assures itself of continued operation when real peace returns. 

Only advanced planning and early construction can create multipurpose alumi- 
num plants—ready for the demands of war mobilization and economical enough 
to operate in time of peace, too. This is by far the cheapest way to provide the 
additional aluminum required to meet the demands of war mobilization, 

At this time, power supply is the key to aluminum supply If the aluminun 
plants now idle can be supplied with power, the aluminum industry can meet most 
of its cold war requirements. If an adequate and economical power supply is 
assured for new plants, the industry can proceed to expand as much as it is neces- 
sary to be ready for war mobilization. 

Until action is taken as to power supply for the aluminum industry, it is 
dangerous to take the air power of this country for granted. Without more produce 
tion of aluminum, there cannot be enough aluminum for the planes and for all the 
other anticipated demands of war mobilization. Without aluminum, there cannot 


be air power—and without electric power, there cannot be aluminum, 
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Mr. Reynouips. When we heard that the United States Govern- 
ment might assist the Aluminum Co. of Canada to finance the British 
Columbia development, we wired Secretary of Commerce Sawyer and 
NPA Administrator Harrison as follows: 

DECEMBER 29, 1950 

It is difficult for me to believe recent newspaper stories to the effect that you 
are considering an arrangement whereby Aluminum Co. of Canada will build 
huge aluminum-producing facilities only 1,600 miles from Russian bases in Siberia 
to begin production 3 or 4 years hence, particularly since Reynolds Metals Co. 
and other United States aluminum producers originally offered to construct 
facilities capable of far greater production than those now planned but were held 
to the lesser program on the ground that funds are not available to finance a large: 
teynolds Metals Co. will, if the Government wishes it, more than double 
We can better the Canadian company’s time of con- 
location and under conditions more 


program. 
its now planned expansion. 
struction, at less cost, in a less vulnerable 
favorable to the national economy after the present emergency. 

R. S. ReyYNo.ups, Jr., 
Preside nt, Re jnolds Metals Co 


The only response to our offer was the following telegram from Mr. 


Harrison: 
DrcEMBER 30, 1950 
Mr. R. 8S. Reynoups, J: 
Preside nt, Reynolds Metals Co., Richmond, la 
The views expressed in your telegram of December 29th will be kept in mind 
in connection with consideration of additional supplies of aluminum 
Witiiam H. Harrison, 


Administrator, National Production Authority. 

Mr. Bryson. There was no denial in the communication? 

Mr. Reynoups. The only thing he said was 

The views expressed in your telegram of December 29 will 
in connection with consideration of additional supplies of aluminum 

Mr. Keating. That sounds like a Congressman’s letter, 

Mr. Reynoups. That is a brief answer. 

Mr. Keating. Do vou know how far those negotiations have pro- 
ceeded? You probably do not. 

Mr. Reynoups. No, sir; I do not know anything about it. 

Our World War II experience was that delayed aluminum capacity 
In this connection, 


be Kept In mir 1 


expansion was the most costly and least useful. 
I would like to read a few paragraphs from our September 1948 
brochure, Mobilizing the Aluminum Industry. 

The three World War II ‘‘ war baby”’ plants (Maspeth, N. Y.; Burlington, N. J 
and Riverbank, Calif.) were not only the last to go int 
the first to be shut down in 1944 Not a single one of the 
ther The largest of them has been converted to a Navy w 


trast, every other pliant buut 


» production but also amans 
‘m has operated sine 
arehouse and eat 
never be used to produce aluminum again. By cor 
for World War Il which had a permanent and economical power supply 
war loss to the Government, 
of essential materia 


Is oper- 


ating-at capacity today. Instead of being a they 
are a peacetime source of rentals and taxes, and a source 


for American industry. 
The proper planning of new aluminum-producing facilities for military produc 
till another major advantage to the Natior 


tion and war mobilization brings 
Because the aluminum industrv is far from its zenith, every 
can be used profitably after the present crisis is over if 
the cost of the military 


ton of new capacity 
it is built so that it car 
produce aluminum economically, the new plant cut 
ures itself of continued operation when real peace retur 


program and also ass 
create multipurpose alu- 


Only advanced planning and early construction can 
minum plants, ready for the demands of war mobilization and economica 
operate in time of peace, too. This is by far the cheapest way to provide 


additional aluminum required to meet the demands of war mobilization. 
Reynolds Metals Co. is ready now to go ahead with whatever expan- 
sion the Government wants it to undertake. We are confident that 


+} 
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the aluminum industry of the United States is a long way from its 
full growth, and there is no need yet to become increasingly dependent 
on foreign sources which cannot possibly serve our country’s needs in 
peace or war, as adequately as plants within the United States can 
serve us. 

Mr. Wirtson. According to your view then, Mr. Reynolds, the Gov- 
ernment officials, the Munitions Board, the military and all the Gov- 
ernment have been dragging their feet about this increased production? 

Mr. Reynotps. I think the trouble has been they did not know how 
much they needed. 

Mr. Witson. Some don’t know yet either 

Mr. Reynouips. They may know, but they certainly did not know 
beck there a few months ago. 

The Cuarrman. Are there any other questions, gentlemen? 

Mr. SHears. Mr. Reynolds, how much of the second phase is the 
Reynolds Metals Co. willing to take? Have vou any definite proposal 
at the present time? 

Mr. Reynoutps. We have no proposal at all, but we have already 
offered, as stated in that telegram, to take twice as much as we now 
have, and we are willing to do more. 

Mr. Bryson. And you are well able to perform? 

Mr. Reynoups. Yes, sir. We have the bauxite deposits, which I 
think is one of the controlling factors. It is the only basis for an 
independent. If you don’t have your own sources of raw material, 
vou are still dependent on somebody else. There isn’t any market 
for bauxite as such. I mean there is no big open market. 

Mr. Keatina. I assume you would have to have some Government 
financing for part of your expansion? 

Mr. Reynotps. We would have to have some Government assist- 
ance, or either we would have to have purchase orders for the metal 
from the plant. One way or another, we would have to have Govern 
ment assistance, because you are asking the aluminum industry to 
more than double its whole capacity, or more than 100 percent. When 
vou take steel, they are talking about an increase of 10 percent. If 
vou just increase aluminum 10 percent, you would not have anything. 

We increased our pig 30 percent this vear on our own, and then the 
Government came along and said, ‘All right, increase it 40 percent 
more. 

We would have to have some Government assistance; and, if we 
vo past that, we would have to have still more assistance 

Mr. Keating. Does not the Government get back its money? 

Mr. Reynoups. It would get back all the money. In my humble 
opinion, it would work out just like the RFC did last time, where the 
Government gets back a whole lot more than it put up. 

Mr. Keatinc. You could not finance your expansion through 
private sources? 

Mr. Reynotps. We are attempting now to finance the present 


expansion without the Government guaranty. We may or may not 
be able to do that. If we are not, we may have to have the Govern- 
ment guaranty, but we are trying to do it without the Government 
guaranty. Any further expansion over and above this that we have 


already undertaken, undoubtedly we would have to have it, because 
some stockholders are skeptical of what is going to happen to the 
Reynolds Metals Co. if the capacity is doubled. We have letters 
from stockholders stating, ‘‘What are you getting into? You are 











STUDY OF MONOPOLY POWER 


committing the company for all this, and what is going to be done 
with all the aluminum when it is over?” 

Mr. Suears. What other steps did the Federal agencies take in 
order to pave the way for you? 

Mr. Reynoips. Well, it is all in our contract. They propose to 
give us the amortization, the Government guaranty, and the purchas 
contract for 24) vears. 1 think that about covers it 

Mr. Suears. Do you find any difficulties in slow-downs in any of 
the Federal agencies? 

Mr. Reynoups. I would not say it is a slow-down. It is certainly 
not intentional, but we have to deal with so many people in the Gov- 
ernment. You have to go to this one and that one in the different 
agencies. We have to get so many different approvals before we get 
anything done. And some say, “Well, I don’t like this part of the 
contract and that part of the contract.’ It really is not anything 
deliberate; it is just the multitude of red tape that vou have to go 
through to ever have a deal with them. 

Mr. Suears. How many Federal agencies do you have to deal with? 

Mr. Reynouips. Goodness only knows. At least five or six on this 
thing. 

Mr. Suears. In prior years, since the end of World War ITI, how 
much virgin metal did you produce which you sold outside of your 
own business? 

Mr. Reynoups. At first it was very little, and in the last 2 years 
we have been selling more. It has varied anywhere from I would 
say 15 down to 6 percent, roughly. But let me point out we went 
into the aluminum production not to supply ingot; we went in as 
having a source of raw material for our own fabricating plants. We 
have fabricating plants that can fabricate twice as much aluminum 
as we Can produce. When the Government leased the Troutdal 
Oreg., plants they did it so we would have the aluminum to operat: 
in McCook, which was a sheet-rolling mill. The Government leased 
us the plants on the basis of an integrated company. We had the 
bauxite and then they leased us the alumina capacity, the ingot ca- 
pacity, and we have the fabricating capacity 

Now they come and Say, “Well, they want to take away every 
pound of ingot, to take it out and sell it to the public, which comes 
right out of the reduction of our own fabricating facilities.” It was 
so stated by the Government when the leases were made, and these 
leases were made in order to supply our fabricating plants with raw 
material. 

Mr. Bryson. And you would rather not be selling any ingot Oo! 
raw material? 

Mr. RryNno.ps. No; we decided we need that ingot business, and 
we increased our production of aluminum ingot. We think that is an 
integral part of the business, and it is up to the producers to make 
enough aluminum ingot for their own fabrication and for the othe 
fabrication, but we were just a newcomer and we were never in the 
business of supplying ingot; and as a matter of fact, we used to buy 
from Alcoa. 

The CHarrMan. I have before me an ad in the New York Times 
of September 27, 1950, wherein you state as follows: 

President Truman, in his preparedness speech to the Nation on September 9, 
said that we must enlarge “our capacity to produce basic materials such as 
aluminum.” 
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You say you agree with the President in that ad; so the head of th 
administration is on record as asking for an enlarged amount of 
aluminum to be produced in this country. 

» Mr. Reynoups. Yes, sir; he mentioned it in several speeches, I 
think. 

Mr. Keatinc. Do you know whether he said anything about that 
to the people engaged in the actual procurement of aluminum? 

Mr. Reynoups. No, sir; | do not. 

Mr. Kearinea. It takes more than words; it requires action, it 
looks like to me, in order to get the aluminum picture into proper 
shape. 

The CuartrmMan. Then the announcement was made for the pro- 
duction of 500,000 tons plus of new tonnage, and plus some reactivated 
tonnage in the so-called first phase, and I understand there will be 
another second phase involving 500,000 tons or more. 

Before we close the morning session, I think we ought to have in 
the record an excerpt from the Minerals Yearbook, 1949, which was 
referred to earlier, under the heading “World Review,” and we 
might put in the record this ad that you placed in the New York 
Times of September 27, 1950. 

(The matter referred to 1s as follows 

[From Minerals Yeart 


Wortp REVIEW 


1,308,000 


World produetion of aluminum inereased approximate 
metric tons in 1949 Although output declined slight 


Canada. whiel comprised two-thirds of the total Sig! I nt ncreas¢ were 


recorded in Japan, Germany, Norway, Austria, and Swit: 


World 
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Austria.—Power shortages in Austria continued to hamper production of 
aluminum by delaying reopening of the Ranshofen plant until April. However 
greater allocation of power in the third quarter permitted operation of larger 
capacity than was originally proposed. Plans were under way for expanding 
fabrication facilities near this plant. Output from the smaller plant at Lend 
which has its own power plant and was not subject to power restrictions, increased 
to over 5,000 tons. Austrian demand for aluminum was reported to have in- 
creased in 1949. 

Canada.—Since conclusion of World War II, Canada has produced approxi- 
mately one-quarter of the world’s primary aluminum ingot. Low-cost hydro 
electric power has enabled the Aluminum Co. of Canada, the only Canadian 
producer, to maintain a position as the leading supplier of metal on the inte 
national market, particularly for consumption in Great Britain and United States 

All five reduction plants, including the largest in the world at Arvida in the 
Saguenay Valley, are in the Province of Quebec. The Arvida, Isle Maline, and 
Shawinigan Falls plants provided all of the 1949 output; the La Tuque and 
Beauharnois plants have not operated since 1945. Drought conditions, with :¢ 
resulting shortage of water for generating power, retarded operations in the first 
quarter of 1949, and in September portions of the Arvida and Shawinigan Falls 
plants were closed down because of unstable markets. Proposals were discussed 
for obtaining additional power for the Saguenay area from the Peribonka River. 

Despite a 10-percent devaluation of the Canadian dollar in September, the price 
of aluminum ingot was unchanged at 15.5 cents per pound. In United States 
currency exchange this was equivalent to a price reduction of 1.5 cents and meant 
that Canadian ingot could be sold to the United States at 14 cents plus duty. 

Preliminary surveys to establish huge power facilities for aluminum reduction 
in British Columbia were conducted by the Aluminium Co. of Canada in 1949, 
By the end of the year, the company had secured approval of a license to develop 
water power on the Nechako and Nanika Rivers. According to tentative plans 
1 million to 1.5 million horsepower could be developed. Two United States firms 
were also considering projects of nearly the same magnitude. 

France.—The total capacity of French reduction works was rated at 95,000 
metric tons, and plans for an additional 30,000 tons may be realized by 1953. 
All plants are located in either the Alps or Pyrenees and controlled largely by 
Pechiney but also Ugine interests. Before the last war, abundant bauxite and 
power in France had led to development of a nearly self-sufficient aluminum 
industry that normally exported large quantities of metal. Since then, power 
shortages have forced strict rationing from the nationalized power plants Alu- 
minum plants have operated at full capacity onlv during the summer, and these 
interruptions have resulted in high costs, despite excellent efficiency for most 
equipment. 

Germany.—The governments of the three zones in Western Germany agreed 
to permit production of primary aluminum from plants totaling 85,000 metric 
tons theoretical capacity. It was decided to continue operations at Lunen, which 
was reactivated in 1949, reduce capacity at Rheinfelden and Toging, and dis 
mantle the Erftwerk Grevenbroich smelter. Although poor power conditions, 
low domestic demand, and large stocks of aluminum tended to limit production 
during 1949, output increased considerably over the previous postwar years 
The price of German aluminum at the close of the year was quoted at DM 173 
per 100 kilograms. 

In the Russian zone of Germany, only the plant at Bitterfeld was known to 
have operated in 1949, but reports indicated reopening of facilities at Lauta 
was being considered. 

Hungary.—Planned aluminum production of 12,000 metric tons was not at 
tained in Hungary, as output declined in 1949, owing largely to unavailabilits 
of low-cost electrical energy. Hungary has an abundance of bauxite, vet is forced 
to import cryolite and cheap anode material for reduction to aluminum. Ds 
velopment of the aluminum industry is aimed in three directions: Reducing cos 
by developing byproducts of alumina; improving aluminum fabrication technol 
ogy; and expanding usage through substitution for scarce materials 

India.—In 1949 the Indian Parliament passed legislation to protect its two 
aluminum producers, Indian Aluminum Co. and Aluminum Corp. of India, through 
import duties and subsidies. Less than one-third of the 1949 demand was met 
by domestic producers, as labor strikes, lack of petroleum coke, and power re 
strictions prevented realization of expected output. 

Italy.—Shortages of electricity in 1949 retarded production of aluminum in 
Italy, and exports were greatly reduced. The price of Italian ingot was quoted 
at 350 lire per kilogram at the close of the year. 
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Japan.—Production of aluminum in Japan increased threefold during 1949. 
Although occupational authorities limited actual output to 25,000 metric tons, 
an annual goal of 25,800 tons was envisioned. Under the proposed target, 14,500 
tons were to be produced by Nippon Keikinzoku at Kambara, 6,000 tons by the 
Sumitomo Co., at Niihama, and 5,300 tons by Showa Denko at Kitakata. Ja- 
pan’s primary plants relied on bauxite from Indonesia and a domestic fabricating 
industry with a capacity in excess of the 1949 rate of reduction. 

Norway.—With reactivation of facilities damaged during World War II, alum- 
inum production in Norway has risen each year since 1945. Norwegian pro- 
ducers announced plans for increasing reduction capacity to surpass the record 
output of 1949. Production of a special high-grade aluminum, 99.996 percent 
pure, at the Vigeland plant was also reported. 

Sweden.— Mainly to encourage construction of new primary capacity despit 
high-cost power, the Swedish Government decided to subsidize aluminum pro- 
duction up to 8,000 metric tons per year, equivalent to about half of domestic 
demand. 

Switzerland.— Aluminum was produced at all four plants in Switzerland during 
1949, but imports in bulk form gained slightly while exports declined \r 
unusual investment of foreign capital within the United States was disclosed by 
the announcement of Aluminum Foils, Inc., a wholly owned subsidiary of the 
Swiss Aluminum Co., of plans for erecting a new foil mill at Jackson, Tenn. 

United Kingdom.—The aluminum-fabricating industry in United Kingdom, 
which grew extraordinarily during World War II, has maintained a surprisingly 
high level of activity since then. Total consumption of ingot in 1949 was approxi- 
mately the same as in the foregoing year, notwithstanding variations in demand 
resulting from seasonal and price changes. Consumers experienced little difficulty 
in obtaining enough aluminum, mostly Canadian in origin, through the only 
buyer and seller, the Ministry of Supply. Reports that the Government was 
lowering dollar expenditures for Canadian aluminum were not substantiated by 
the volume of imports in 1949. Since the war, primary output by the only domes- 
tic producers, British Aluminium Co., and Northern Aluminium Co., has been 
consistently near 30,000 metric tons annually. A future shortage of ingot derived 
from British secondary sources was indicated by the rapid exhaustion of aircraft 
scra’. 

Prices of 99- to 99.5-percent virgin aluminum ingot in United Kingdom advance 
from £87 to £90 per long ton on April 1, and to £93 on August 15. Following 
levaluation of the British pound in the latter part of September, the price was 
adjusted to £112; but the increase did not equal the full devaluation, and the 
selling price of ingot in United Kingdom was brought closer to that of Canadiar 
ingot. The extent to which the Ministry of Supply has had to equalize the high- 
cost British metal with the Canadian has been a subject of frequent speculatior 
but has not been reported precisely. Chiefly resulting from tariff neg 
at Annecy, it was decided to abolish the l-percent import duty on unwrought 
aluminum, effective January 1, 1950. 

Yugoslavia.— Yugoslavia has undertaken to develop an aluminum industry to 
utilize its large production of bauxite. Construction of reduction plants at Strnisc 
and Mostar has been proposed, the former to be completed by 1951 The Lozovoe 
plant near Sibenik, built in 1937 with a capacity of 3,000 metric tons, was destroyed 
during the war. Rebuilt in 1946, the plant has since produced aluminum for the 
aviation, automobile, and can-manufacturing industries 


otriations 


> 


{From New York Times, September 17, 1950] 
AMERICA NEEDS More ALUMINUM 


Again, as in 1940, the voices of complacency are droning: ‘‘We have plenty of 
aluminum * * * four times as much as before the last war.’’ 

We do have four times as much aluminum * * * but it is not enough. In 
1940 Reynolds warned not enough. Now Reynolds repeats the warning in 1950: 
Not enough. 


In 1940, R. S. Reynolds challenged the same voices of complacency Few 
listened. But Reynolds took action * * * anew plant, built in just 5 months 
and 28 days, producing at full capacity well before Pearl Harbor. (With that 


plant, Reynolds brought competition into the United States aluminum industry 
for the first time in history.) 

Now, today, we see the same danger signals as in 1940 * * * industrial cus- 
tomers starving for metals, civilian manufacturing slowing down, scrap prices 
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soaring. The United States is consuming more aluminum than its present cap 
acity production * * * importing more and more from Canada. The needs for 
industry and for defense * * * Army, Navy, Marine Corps, and Air 
Force * * * are steadily mounting. 

President Truman in his preparedness speech to the Nation on September 9 
said that we must enlarge ‘our capacity to produce basic materials suchas * * * 
aluminum * * *,” 

We agree with the President. * 

America needs more aluminum * * * made in the United States, 


REYNOLDS Metats Co. 
Richmond 19, Va., Louisville 1, Ky. 
NATIONAL SECURITY REQUIRES ALUMINUM EXPANSION IN OUR OWN COUNTRY 
It is proposed, in some quarters, that instead of building new aluminum plants 
in the United States, we subsidize Canadian expansion again * * * but 
1) The Canadian source of supply is entirely coneentrated in one area—much 
more vulnerable to enemy bombing than the United States plants, which are dis- 
persed among 10 States: Alabama, Arkansas, Illinois, Louisiana, New York 
North Carolina, Oregon, Tennessee, Texas, Washington 
(2) New aluminum capacity can be built now in the United States, using natural 
gas, coal, or hydro power for electrical energy. This will further disperse the 
production centers of this country, and create more aluminum for peacetime as 
well as defense needs. 
(3) America should promote U.S. employment and U. 8, prosperity—develop 
U, S. resources, 
REYNOLDS ALUMINUM, 
The CuarrMan. If there are no other questions we will adjourn 
now to meet again at 2 o'clock when we will hear from I. W. Wilson, 
: , ; 
of Alcoa, Mr. Bartlett, the Delegate from Alaska, and Jess Larson, 
Administrator, General Services Administration 
(Whereupon, at 12 o’clock noon, the committee recessed until 2 
Dp. M., of this same day.) 


AFTERNOON SESSION 
The CuatrmMan. We will proceed. 


STATEMENT OF IRVING GUMBEL, SPECIAL ASSISTANT TO THE 
ADMINISTRATOR, GENERAL SERVICES ADMINISTRATION 


Mr. GumBeL. My name is Irving Gumbel, special assistant to the 
Administrator, General Services Administration. 

The CHarrMan. You have indicated to the stenographer your 
name and position? 

Mr. GumpBex. Yes, Mr. Chairman. 

The CHarrMan. Will you proceed, then? 

Mr. Gumpeu. I will read Mr. Larson’s statement as follows: 


Mr. Chairman and gentlemen, in keeping with the request made by 
your staff I would like to submit this brief statement which covers in 
a general way the steps which my agency has taken in connection with 
the program for the expansion of aluminum production under the 
Defense Production Act of 1950. 

In order that this statement be made in light of exactly what my 
responsibilities and authorites are, both under Public Law 520, the 
Stockpiling Act, and Public Law 774, the Defense Production Act 
of 1950, | would like to start with such an explanation. In both cases 
my activities are ministerial. In the case of stockpiling I receive 
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directives from the Munitions Board as to what materials to stockpile, 
the grades, the quantities, the target dates, and the storage locations. 
Thereafter I proceed to negotiate contracts for the procurement of 
such items. When procurement involves development of new sources 
or presents unusual mining problems. I obtain the cooperation and 
assistance of the Bureau of Mines of the Department of the Interior 


STATEMENT OF JESS LARSON, ADMINISTRATOR, GENERAL 
SERVICES ADMINISTRATION 


Mr. Larson. Mr. Gumbel started this statement, and I think he 
got down to the second paragraph on the first page 


Under the Defense Production Act of 1950 and Exec itive Order 
10161, and upon certification by the Department of the Interior, and in 
for t] 
id! Lilt 


accordance with programs developed by it | am responsible 


purchase of minerals and metals for Government use or resale. If 


such programs require the use of Defense Production Act funds or 
accelerated tax amortization, the approval of the National Se« ity 
Resources Board IS also required, 

l understand when Gen ral Harrison Is « onfirmed and his organiza- 


tion, the Defense Production Administration, is organized, they w 
take over that responsibility. That is now carried by the National 
Security Resources Board. 

As the present emergency developed, it became apparent that we 
would require the maximum available amount of aluminum for defense 
and stockpile purposes and that, in addition, we would have to 
arrange for the construction 
facilities. The Munitions Board had given me a very large stockpile 
objective and the National Security Resources Board and the Depart- 
ment of the Interior had indicated that existing aluminum producing 
facilities in the United States were far from adequate 


‘ 
For an immediate increase in our supply of aluminum only two 


1 of additional aluminum producing 


sources were available; namely, imports from abroad and the react:- 
vation of some idle facilities in the Unite d States 
Mr. Keating. Plus the building of additional capacity in the U: 
states. 

\ir. Larson. I meant an immediate increase. 

\ir. Keating. I see 

Mr. Larson. Under date of August 21, 1950, the Aluminum Co. of 
Canada had addressed a letter to the Munitions Board otfering to 


supply the Government of the United States with 200,000 met: 


tons—220,000 short tons—for delivery as follows: 35,000 tons during 
calendar year 1951, 65,000 tons during calendar vear 1952, 100,000 
tons during calendar year 1953, at a price of 16‘, cents f. 0. b. Canada, 
with allowance for freight not to exceed 1 cent per pound, and with 
an escalator clause covering possible increased costs in production. 
At the time this offer was made the domestic price for aluminum was 
16%, cents delivered. It should be noted that the Canadian offer by 
specifying delivery in Canada wished to avoid paying the 2 I 
pound duty on imports of aluminum into the United States 

The CHarrMan. At that point I should like to ask you a questior 

Mr. Larson. Yes. 

The CuatrmMan. You say the Aluminum Co. of Canada offered to 
sell the United States Government at 16}, cents f. 0. b. Cana 


cents p 
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with allowance for freight not to exceed 1 cent per pound, and with 
an escalator clause covering possible increased costs in production. 
At that time was not the Canadian company selling the same alum- 
inum to private companies in the United States at 16; cents, with the 
Canadian company absorbing the 2-cent tariff? 

Mr. Larson. I understand that is correct, Mr. Celler. 

The CuHatrMan. Now, this Canadian offer means, does it not, 
Mr. Larson, that the Aluminum Co. of Canada was willing to pay a 
2-cent duty on metals sold to private companies in this country and 
receive a net price of 1443 cents, but when it came to selling the same 
metal to our own Government, it wanted a price of 16}; cents? 

Mr. Larson. Well, that was the only impression one could get from 
the offer, as compared with the then current price, as you indicated. 
The only explanation that might be made is the fact that the Canadian 
company was selling the current metal from facilities which were 
currently in operation; and, in order to meet the production necessary 
to fill this proposal, it was necessary for the Aluminum Co. of Canada 
to rehabilitate at some expense existing facilities in order to meet those 
requirements. I have assumed that that was the reason for the price 
differential. 

The Cuarrman. I make this observation also, in view of the testi- 
mony we have heard from the distinguished Senator from Montana, 
Mr. Murray, on Monday last, to the effect that from 1941 to 1945 the 
Canadian company sold aluminum to the United States Government 
for 3 cents more per pound than the price was in Canada. Therefore, 
I wish to make the observation that it looks like history is repeating 
itself. That is not a question, but it is an observation. 

My computation shows that on 220,000 short tons offered by the 
Aluminum Co. of Canada at 2 cents more than the net price received 
from the private companies here, the United States Government 
would be overcharged by $8,800,000. 

In addition, the overcharge might even be more, depending on how 
the escalator clause would have worked out. Have you considered 
this matter, Mr. Larson, in your discussions with the Canadians? 

Mr. Larson. No. My discussions with the officers of the Alumi- 
num Co. of Canada did not reach a point where it would have been 
pertinent to have discussed price. I might point out that this offer 
was made to the Munitions Board. It was not made directly to my 
agency, but in the course of discussing it, it did come to the attention 
of myself and my staff. 

I will state further on in this statement what transpired as a result 
of the deliberations within the Government and the negotiations with 
the Canadians, so far as this offer is concerned. 

The Cuarrman, At least we have to admit, do we not, that this 
aluminum for which the United States Government was charged more 
than the price prevailing in Canada, was coming from the very plant 
we helped subsidize to build? 

Mr. Larson. It was my understanding that a part of this produc- 
tion was coming from the so-called Shipshaw facilities, and a part of it 
was coming from other facilities that were not included at Shipshaw. 

The CuHarrmMan. Then you would say at least part of it was coming 
from that plant? 

Mr. Larson. That is my understanding. 
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Mr. Bryson. And maybe they were just following a precedent. 
We set a precedent in the first instance, and therefore they had a right 
to negotiate. 

The CuarrMan. Go ahead, Mr. Larson. 

Mr. Larson. This offer was made subject to early acceptance. On 
October 11 the offer was extended to October 31, 1950, but the 
deliveries were lengthened to provide 20,000 metric tons during the 
calendar year 1951, 55,000 tons during 1952, and 125,000 tons to be 
delivered not later than March 31, 1954. 

This offer was submitted by the Munitions Board to the National 
Security Resources Board. While determining not to accept the 
offer because of the small amount of metal which would be provided 
during the first 2 years, the latter decided to make every effort to 
obtain all the metal possible from any source within the next 18 
months, and I was requested to negotiate with Canada along these 
lines. 

Accompanied by Mr. Boyd of the Bureau of Mines and members of 
the National Security Resources staff, 1 went to Montreal to discuss 
the matter with the Alcan officials. It was the general opinion of all 
of us that we should only consider the Alcan offer if immediate de- 
liveries could be stepped up to not less than 100,000 tons during 1951 
and a like amount for 1952. 

We were immediately informed that the Canadian company not 
only could not increase its deliveries to the United States during the 
next 18 months, but that the very modest amount which it had pre- 
viously offered was no longer available, since it had been committed 
to the United Kingdom. 

The CHatrMan. At that point in time, from the testimony that we 
heard this morning from Mr. Reynolds, apparently Alcan was engaged 
in delivery of aluminum to the Russian satellite countries. Were you 
aware of that, Mr. Larson? 

Mr. Larson. No; I was not aware of that at the time. My only 
information has been what I heard this morning and what appeared 
in the newspapers in that regard. 

The CHarrMan. Go ahead. 

Mr. McCuttocn. | would like to ask a question, Mr. Chairman. 

The CHarrRMAN. Yes. 

Mr. McCutzocn. At that time, Mr. Larson, did the Alcan officials 
with whom you were conferring mention to you the necessity of the 
United States Government assisting in financing some expansion of 
facilities in Canada? 

Mr. Larson. No; this offer was a firm offer to sell, and required a 
firm acceptance on the part of the Government of the United States 
to take the amount of aluminum indicated—220,000 short tons, or 
200,000 metric tons—under the terms of the contract, which did not 
provide for any advance payments or any other kind of financing. 

Mr. McCuttocu. Or any commitment as to raw materials, such as 
steel, or otherwise, to be used in the matter of the expansion of the 
facilities in Canada? 

Mr. Larson. No. 

Mr. Keatina. So that up to the time you now testified about there 
had been no mention whatever of assistance from this Government to 
the building of the so-called British Columbia plant? 
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Mr. Larson. That is correct; and so far as I am concerned, nothing 
since that time. 

The CHarrmMan. As far as you are concerned, there has been no 
discussion? 

Mr. Larson. I know of no discussions on the part of the Aluminum 
Co. of Canada with any responsible officials of the United States 
Government regarding the British Columbia expansion. I have no 
personal knowledge of any such discussion. 

Mr. Keatinc. Do you know whether or not the United Kingdom 
had assisted in the financing of the building of the Shipshaw plant, or 
is that entirely the United States? 

Mr. Larson. | am not thoroughly familiar with the Shipshaw pro- 
posal. I had hoped to have time to familiarize myself with it. I was 
in the service at the time, and I have no personal knowledge of what 
transpired. It is my understanding that the expansion of the alumi- 
num capacity in Canada was financed by both the Government of the 
United States and the United Kingdom, but that is only hearsay so 
far as my testimony is concerned. 

Mr. Keatinc. Did they give any reason for withdrawing even the 
offer to supply the modest amount which they have previously offered 
to supply, at that time? 

Mr. Larson. Yes. Their reason was that the requirements of the 
United Kingdom, because of its stepped-up mobilization program, 
were so great that they felt they should meet so far as possible those 
requirements. 

As a matter of fact, Mr. Powell, the president of the company told 
me that a representative of the Ministry of Supply of the United 
Kingdom had been in Canada a few days prior to our visit, urging 
that the offer to the United States be canceled, because he could not 
see where the United Kingdom requirements could be met if this offer 
to this country stood. 

I might say at that point that it was the opinion of all of us who 
had to do with analyzing this proposal that it was better for our 
defense and our economy for us to expand within certain limits our 
own production facilities, unless we could aequire aluminum from 
some other source quicker than we could get them into production 

The principal reason for turning down this rather modest amount 
in the lioht of our requirements 200,000 tons was because we could 
produce that in our own country from expanded and rehabilitated 
facilities at a greater rate than it was offered to us by the Canadian 
company. That was the primary reason we turned it down. If we 
could have gotten it at 20,000 and 35,000 tons, respectively, for the 
2 years indicated, that would have helped in a modest way, in the 
light of the present shortages; but the amounts for delivery following 
that could not be justified in the light of our own expansion program 
which we felt should have priority. So we had to forego taking those 
modest amounts. 

Mr. Keating. The Canadian company withdrew its offer to furnish 
those amounts? 

Mr. Larson. Yes. At that stage in the negotiations they could 
not furnish us anything for the first 2 years because of their commit 
ment to the United Kingdom, which they said they were required Lo 
meet because of that country’s stepped-up mobilization program 

The CuHarrMan. Your agency is the contracting agency for the 
Government; is it not, Mr. Larson? 
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Mr. Larson. Yes. My function is a ministerial one. In other 
words, I am the purchasing agent for the Government. The Engi- 
neering Department designs the plan and turns over the requirements 
of supply to me to acquire to feed into the production line. 

The CHarrMaNn. That is, some other agency makes the policy, and 
you unplement it? 

Mr. Larson. That is right. 

The CuarrMan. Do you not think that if any official in the Gov- 
ernment would have made or attempted to make some arrangements 
about purchases out of a plant like the Kitimat plant, he should have 
at least conferred with vou? 

Mr. Larson. Is that British Columbia? 

The CHarrMan. Yes. 

Mr. Larson. | think that had any official of our Government seri- 
ously considered the acquisition of aluminum for our Government 
needs from a facility to be constructed in British Columbia, I would 
have heard about it 

The CHarrMAN. You would have heard about it? 

Mr. Larson. Yes. Is not that what you asked me? 

The CHarrMANn. Well, now, we have had placed in the record a 
report emanating from the Department of Commerce, wherein the 
Secretary of Commerce indicates that there is afoot some plan of that 
sort, and there have been some negotiations, 

Mr. Larson. If it has reached a stage of seriously considering pro- 
curement, it has not been brought to my attention, and my statement 
is, or my feeling is, had it reached such a stage of seriously considering 
procurement, my agency would have been brought in. We insist on 
as early information as possible, because we cannot operate as a pro- 
curement agency in a vacuum, and [| think that has generally been 
extended to us by other agencies of the Government who have been 
drawing up the requirements. 

Mr. Keatinc. Did you know of the visit of the Minister of Supply 
of Canada to the Secretary of Commerce here? 

Mr. Larson. L only knew it to the extent it appeared in the papers, 
and | was told that the Minister of Commerce was quite unhappy 
about this country’s permitting Alcan’s offer to this country to expire. 
That is about as far as | know about it. 

Mr. Keatine. You were referring now to this offer that vou spoke 
of to furnish 35,000 tons? 

Mr. Larson. That is correct—the only firm offer I have any 
knowledge of. , 

Mr. Keating. Then it is vour judgment that these proceedings, or 
these negotiations with the Secretary of Commerce, never proceeded 
to any very definite point? 

Mr. Larson. No; because I am sure Secretary Sawyer would have 
called my agency in, had it proceeded to that point. 

I would like to point out, if 1 may—and I do not want to inject any 
extraneous matter here, and | am not familiar with the terms of what 
I am about to refer to—but there is in existence some sort of an agree- 
ment, l am told, between this country and Canada, which in effect sets 
up the principle that for the common defense of Canada and the 
United States considered together, our productive capacity would be 
considered as product ive capacity available for the defense of the entire 
area. lam sure that the Secretary of Commerce feels some responsi- 
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bility in connection with that when he is approached by responsible 
Canadian officials to discuss these matters, and that might have been 
why these discussions were created. I am not sure; I am only specu- 
lating. 

The CuHatrMan. Do you refer to the agreement of October 26, 1950 
the Economic Cooperation Pact? 

Mr. Larson. I think that is correct. 

Mr. Bryson. Is that the Hyde Park agreement? 

The CuHatrrMan. No. It isa different one. The Economic Cooper- 
ation Pact between Canada and the United States was signed by the 
Secretary of State of this country and the Canadian Ambassador, 
Wrong. Both countries pledged: 

To coordinate their requirements, production, and procurement of defer 
goods. 
bh) To set up coordinated control to the extent necessary over the distribution 
of scarce raw materials and supplies 

To use emergency controls for achieving ‘‘comparable effects’ in each 
country, and to consult before applying them. 

At the time Ambassador Wrong, I understand, said 


The effects of the agreement would be felt first in supplies of nickel and 
aluminum, 
That, at least, is the agreement you referred to? 

Mr. Larson. That, I think, is the agreement I referred to.  Al- 
though I have no responsibility in that field, and I do not want to leave 
the impression with the committee that I am speaking officially in that 
connection. 

Mr. Hittinas. Have you been consulted in regard to the procure- 
ment of aluminum or materials necessary in the production of alu- 
minum, such as bauxite, in regard to such procurement from any other 
country in the world, besides this discussion you mentioned with 
Canada? 

Mr. Larson. Well, let me give a little background as to my respon- 
sibilities. Under Publie Law 520, the Stockpiling Act, I am the respon- 
sible officer in the Government for actually procuring the materials 
that go into the stockpile. ‘The programs, as to the objectives and 
specifications, and procurement rates, and so forth, are given to me by 
the Munitions Board, and I act under Munitions Board directives 

In the course of carrying out that responsibility I made a trip last 
summer to Europe for the purpose of stepping up some production of 
critical materials and I looked into the aluminum situation and the 
possibility of obtaining for stockpile purposes some foreign aluminum 

The situation I found at that time, and the consensus of opinion of 
our own people, the ECA and State Department——and after reviewing 
the circumstinces I agreed with that position certainly—was that the 
aluminum they were producing in modest amounts in Europe was 
sorely needed in their own economy, and they could not begin to fulfill 
requirements such as we were thinking about in connection with 
stockpiling. 

That is one instance that I might relate. I might also indicate 
and perhaps this is a somewhat restricted matter, so I will touch on it 
only lightly—that we are currently in negotiations for the acquisition 
of aluminum for stockpile purposes from one of our occupied countries, 

Other than those two instances this Canadian offer was the only one. 
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The Cuarrman. Mr. Larson, we have here some press reports in 
connection with this so-called Alcan deal that there was to be, or was 
intended to be, an exchange of steel emanating from this country for 
aluminum emanating from Canada. If there was such an exchange 
that would not go through your Department, would it? 

Mr. Larson. No. I saw that press report also. I have no knowl- 
edge of that other than the press report. Your assumption is correct. 
It would not go through my Department. 

The Cuarrman. So that there would not be any need to consult you 
if there was such an exchange afoot? 

Mr. Larson. By “exchange” do you mean exchanging aluminum 
for steel? 

The CuatrmMan. That is what the press report said. We were to 
send over the border 1,000,000 tons of steel. 

Mr. Larson. I am sorry. I did not read that press report. The 
press report I saw was that somewhere it was called to my attention 
that steel was to be made available for the construction of aluminum 
facilities in Canada. 

The CuarrmMan. That would be part of it. 

Mr. Larson. I did not understand it was on the basis of exchange. 
Had it reached the point of exchange then I think my Agency would be 
consulted because we are responsible for transportation, and ware- 
housing, and so forth. 

The Cuarrman. If it is on the basis of payment, and the payment 
is in the form of that steel ysed for construction, would you still 
have jurisdiction? 

Mr. Larson. Yes. I would be the custodian of the metal we would 
bring into this country. 

The CuarrMan. Then it would be necessary to confer with you? 

Mr. Larson. It would, to have a smooth operation. Yes, sir, Mr. 
Chairman. 

Mr. McCutztocn. Mr. Larson, I understand your agency is respon- 
sible for procurement in the matter of stockpiling? 

Mr. Larson. Also the procurement responsibilities under Public 
Law 774 of the Defense Production Act of 1950. In the Executive 
order which I alluded to in the early part of my statement, the General 
Services Administration is responsible for acquiring materials for 
Government use and resale. We are currently carrying out that 
responsibility in conjunction with the military establishments, the 
Department of the Interior in its mineral expansion program, and with 
the National Production Authority insofar as resale or allocation is 
concerned. 

Mr. McCutiocu. That is, your agency is? 

Mr. Larson. Yes. 

Mr. McCutziocna. Who is responsible, and who has the authority 
to release these materials from the stockpiles? 

Mr. Larson. Well, if you are speaking of the stockpile insofar as 
it is created and acquired under funds appropriated by Public Law 
520 of the Seventy-ninth Congress, only the President of the United 
States can direct the withdrawal of materials out of the stockpile 
once they are physically in the hands of the custodian of the stock- 
pile, which is General Services. 

Mr. McCuttocn. Has there been any aluminum released from the 
stockpile created pursuant to the law to which you have just referred, 
in the last 4 years? 
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Mr. Larson. No. 

Mr. McCutxocn. In the last 5 years? 

Mr. Larson. No. Definitely no. 

Mr. McCuuzocu. Has there been approximately 375,000 to 400,000 
tons of aluminum that was acquired by any agency of the Govern- 
ment with the last 5 years which has been released to private fabrica- 
tors? 

Mr. Larson. Mr. Gumbel of my staff informs me that early in 
1946 there were certain termination stocks that came into the owner- 
ship of the Government but were never in the stockpile, and those 
termination stocks of aluminum metal were disposed of to fabricators 
in this country under the Surplus Disposal Act of 1944 

Mr. McCvuttocr. Do you know in what vear or years that alumi- 
num was disposed of? 

Mr. Larson. No, | do not definitely, but I am told that it was 
following right on the heels of the close of the Government-owned 
aluminum production facilities, and constituted metal that was held 
at the termination of the operation contract in those plants. 

Mr. McCuttocu. Do you know at whose recommendation that 
aluminum was disposed of? 

Mr. Larson. No, I do not. I am sorry. I do not have any 
knowledge of what happened at that time. 

Mr. McCurttocn. That was before you became the head of this 
Agency? 

Mr. Larson. That is right. 

Mr. Kearina. It was before this Agency existed. 

Mr. Larson. Yes, and before I had any connection with the old 
War Assets Administration. I am not trving to dodge any responsi- 
bility but I just do not have any information on that. 1 will be glad 
to get the facts from any records | have at my disposal and submit 
them. 

Mr. MeceCuLiocn#. I would like to have the whole Story of the 
disposal of that quantity. 

Mr. Larson. | do have general knowledge of those termination 
inventories and their disposal, as a result of my later experience with 
the disposal program. I know there were large quantities of ter- 
mination inventories that were disposed of and went into our economy 
on the close of those plants 

Mr. MceCunztocnu. | understand you will furnish that for the record? 

Mr. Larson. Yes, sir; I will be glad to. 

The CHarrmMan. You may proceed. 

Mr. Larson. Under these circumstances I felt that it was im- 
possible to negotiate further with the Canadian company. | have 
not negotiated since that date, nor have I been advised of any othe 
negotiations on the part of the Government with that company. 

The offer made by the Aluminum Co. of Canada of August 21 
1950, which I have just discussed, was for metal produced from thei 
existing plants and from certain wartime plants which had been shut 
down and which are now being rehabilitated. No new construction 
on the part of the Canadian company was contemplated under this 
offer 

In the meantime I had entered into negotiations with the Aluminum 
Co. of America for the reactivation of certain portions of their plants 
at Badin, N. C., and Massena, N. Y., which were idle because of the 
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inability of the company to purchase power at what they considered 
an economic price. 

As a result of these negotiations I entered into an agreement with 
the Aluminum Co. of America under date of November 21, 1950, 
which provided that Alcoa would reactivate these facilities as 
promptly as possible, that the Government would advance the cost 
of rehabilitating estimated at approximately $6,000,000 to be repaid 
with interest of 4 percent, at the rate of 1 cent per pound of aluminum 
sold to the Government. The cost of the aluminum was to be the 
market price existing at the time of delivery plus an amount equal to 
the actual cost of the power in excess of 5 mills per kilowatt-hour. 
This amount of 5 mills is approximately 3 mills in excess of the cost 
of power to the aluminum plants in the Northwest 

This agreement will provide 55,000 tons of metal during the cal- 
endar vear 1951 and 79,000 tons per annum thereafter, and is can- 
celable at any time. In addition to making aluminum available 
almost immediately this transaction has the advantage of requiring 
the minimum of scarce materials. 

The CHarrmMan. What do you mean by “requiring the minimum 
of scarce materials’’? 

Mr. Larson. No expansion is necessary and, therefore, practically 
no steel or other scarce materials are necessary which would be re- 
quired in building new facilities. I might also emphasize at this 
point that all of that metal goes into either current defense needs or 
into the stockpile. It does not go into the regular market. 

Discussions for expanding the domestic aluminum producing facil- 
ities got under was during September of 1950 and took the form of 
meetings held by the Chairman of the National Security Resources 
Board and the Chairman of the Munitions Board with members of 
the industry, and culminating In a meeting on October 25 at the 
National Security Resources Board with Mr. Svmington presiding. 

There were present representatives of the interested Government 


agencies, of the three companies Now engaged in the produc tion of 
aluminum, and others who desired to enter this field. 

The Chairman of the National Security Resources Board announced 
that the meeting had been called for the purpose of developing a plan 
for the increase of aluminum production facilities in the United States 
by an amount of from 500,000 to 1,000,000 tons per annum. He 
requested the companies present to draw up a program for this 
purpose and present it to Mr. Boyd and myself jointly. 

I might deviate there and point out that Mr. Boyd is the head of 
the Defense Minerals Administration in the Department of the 
Interior and it is his responsibility under Public Law 774 and Execu- 
tive Order 10161 to formulate programs for the expansion of minerals 
production, mining, benefication, and all of the other steps necessary 
in the expansion of the minerals program and to see that they are 
varried out. 

My part of that program—if it is deemed advisable to procure for 
the Government for use, or in order to create incentive for expansion 
is to perform the procurement function, and Mr. Boyd and I work 
very, very closely together in such cases. As a matter of fact, our 
organizations work in the same building and in the same rooms. 

The CHarrman. Mr. Larson, we heard testimony this morning 
by Mr. Reynolds that you cut down from 150,000 tons to 100,000 
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tons the amount that the Reynolds Co. was to provide in new capacity. 
Is there need for that additional 50,000 tons? 

Mr. Larson. So far as cutting down any requirements that are 
fixed by the responsible authorities, I do not have any authority to 
do so, and, therefore, I did not so do. It is not my responsibility to 
fix the requirements. Nor is it my responsibility to certify as to the 
needs. The certification is made to me that so much metal is required, 
the pattern for acquiring it is indicated, and my work starts from that 
point. 

However, I do not wish to leave the impression with this committee, 
or with the public, that we in the Government are quite as stupid as 
the witnesses this morning might have inadvertently indicated. We 
do not, nor can we, operate ina vacuum. We carry on as responsible, 
reasonable American citizens, trying jointly with the Congress to get 
a serious job done. 

Mr. Boyd, myself, and the other responsible officials have worked 
very closely together in day-to-day and hour-to-hour contact toward 
that end. We are not unaware, although I am not officially required 
to know, of the matters referred to. And I say to this committee, 
that, as of this moment, the program for expansion of the aluminum 
industry is in keeping with the latest requirements of our military 
program as I understand it. There are no requirements of the 
military program of which I have any knowledge that would justify 
Mr. Boyd in certifying to me that we should go out and expand 
capacity further than currently planned at this time, and such certi- 
fication is required of him under the specific provisions of Public 
Law 774. 

Now I know, and you gentlemen are aware, of the differences of 
opinion on the part of responsible people as to what those require- 
ments should be, but I repeat, so far as I know the requirements 
to be as of this moment, those requirements will not justify any further 
expansion in the aluminum industry under the provisions of Public 
Law 774. 

Mr. Keatina. Well, vou say that as an official, and perhaps with 
justification, but you and I know, as matters of common sense, that 
additional aluminum facilities are required in this country, and they 
are required by the Military. You and I know that as former members 
of the Armed Services, don’t we, and it is a matter of how much. 

Mr. Larson. I have seen the requirements. I have seen the 
calculations that went into the justification of the present expanded 
capacity, and my answer must be based on that, Congressman. No; 
I do not agree that further expansion is necessary. Now I am not 
unware that the Military changes its programs every day, and I do 
not say that in derogation of the Military. There are weapons that 
become obsolete every day and they change overnight, or from sunup 
to sundown in some cases. The requirements of these basic raw 
materials change accordingly. I am not unaware that those changes 
might materially affect this program, 

Mr. Keatrrng. What you are meaning to say is there have been 
figures given to you by the Military which would justify you in 
saving that there is a need for an expanded aluminum production in 
this country; is that what you mean? 

Mr. Larson. The figures are not given to me. The requirements 
are given to the Defense Minerals Administration, because it is their 
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responsibility to expand the industry to meet those requirements. I 
have seen no figures. 

Mr. Keatina. And if they had been given to the Defense Materials 
Group, whatever they are called, they would have been seen by you; 
would they not? 

Mr. Larson. Not necessarily. 

Mr. Keatina. So if there were additional materials, additional 
aluminum needed, that there was the need for it, the requirement for 
it, it would be somewhere between the Military and the Defense 
Materials, is that right? 

Mr. Larson. That is perhaps correct. Let me point out, however, 
that when I say “justification,” I mean justification for ultimate 
production. There is certainly and obviously a crying need for all 
the metal we can get for the current calendar vear and the next calen- 
dar year, and that is the reason why we wanted Canadian metal, 
and that is the only reason why we could consider Canada. 

Mr. Keratrina. All this started with the chairman’s question as 
to whether you, either acting as a ministerial agent or otherwise, 
sought to cut down the requirements from 150,000 tons to 100,000 
tons, and as I understand it, vou did that. 

Mr. Larson. No. The certification which I received from the 
Department of the Interior set forth the amounts, which are indicated 
in the records which you have and which were testified to this morning. 

The CuarrmMan. That certification is made to you by Dr. Boyd? 

Mr. Larson. Made to the Secretary of the Interior. 

The CHarrmMan. And he gets the recommendation from the head 
of the Bureau himself, Dr. Boyd? 

Mr. Larson. That is right. However, let me just say this so that 
vou will get the picture in the right context of what occurred. As |] 
pointed out here, Mr. Boyd and I went to work jointly to negotiate 
for expansion of the industry. I mean we did not wait for the certi- 
fication from the Secretary of the Interior. Simultaneously with our 
going to work, the Munitions Board was prodded and did come forth 
with requirements. About the second day of our negotiations those 
requirements came to Mr. Boyd, and then he was in a position to 
indicate definite quantities of expansion to be allocated to the com- 
panies with whom we were negotiating, and he and I were present 
when all of these matters were determined. It was a matter of getting 
information jointly. I needed the information for my responsibilities 
and he needed it for his. 

We met with the industry, individually and collectively, and with 
other agencies of the Government, including the Department of 
Justice, to work out all these problems together so we would not lose 
any time. In the course of the negotiations the firm figures came to 
him, and he indicated that they formed the basis upon which we 
would negotiate and that was the basis upon which we did negotiate. 

Now Mr. Reynolds erroneously reported to you this morning, 
through an understandable misunderstanding, that it was the amount 
of money involved which determined the size of the expansion pro- 
gram. Early in the negotiations I pointed out that we needed certain 
determinations by agencies of the Government as to the extent we 
could go under Public Law 774, because these negotiations started 
within a few days after the enactment of that law, and we were all 
exploring new territory. You will recall that that Act limited certain 
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funds to $600 million. There was some question as to whether or 
not this expansion did not fall within that limitation of $600 million, 
and obviously the aluminum expansion program should not have been 
carried out if that had proven to have been the final interpretation. 
It would have taken up two-thirds of that $600 million. It was a 
matter on which we would have wanted to consult with the Con- 
gress also, 

It was later decided, in a matter of a few davs, however, that we 
could make contingent commitments, without obligating anv of the 
$600 million. 

So it was not for lack of funds that this program was cut back——I 
won't say cut back, because it was never really firm on any other basis. 
It was not because of lack of funds that the expansion was finally 
fixed at 500,000 tons, it was because of requirements, firm require- 
ments in the hands of the certifving authorities under Public Law 774. 

The CHarrMan. Those requirements go back as of the date of 
December 29; do they not? 

Mr. Larson. No; the period | am talking about now is November. 

The CHairman. Is there not in the offing, or currently, a plan of the 
Munitions Board to up those requirements? 

Mr. LARSON. As | stated awhile ago, sometime S those requirements 
change between sunup and sundown. I am only testifving to what I 
have knowledge of and | know of ho such increase 

Now, if | may say, with that background out of the way as far as my 
official responsibilities are concerned, my personal opinion, Mr. Chair- 
man, is that we need further expansion. However, I cannot officially 
do anything about it, but unofficially myself and my staff are doing 
considerable planning and thinking about it, so that if requirements 
are Changed upward—and there is every indication that they might 
be-—we won’t lose any time in carrying out our responsibilities. 

Mr. Keating. That is exactly what I was getting at. You can’t 
just sit there—-and I am sure you do not just sit there—-and wait for 
the papers to come to your desk, vou have got to be looking forward 
to what is coming, and you and I, as common-sense men, know that 
there is going to be need for additional aluminum capacity in this 
country, and that need is coming fast. 

Mr. Larson. If I may inject my own personal thoughts at this 
point, Mr. Congressman, I would say the need for additional aluminum 
facilities would require an expansion of this magnitude if there were 
no such emergency. Of course, I am not responsible to any board of 
directors or stockholders, except to the Congress, but | am just almost 
a fanatic on the subject of expansion of the use of aluminum metal. | 
have become so as the result of my experience in the aluminum plant 
disposal program. I would say here there were many of us who 
noticed during the disposal program that there was a complete lack of 
interest, not to say anxiety on the part of people whom we felt should 
be desirous of getting in this aluminum business or of increasing their 
stake init. The selling of the surplus plants was difficult and required 
a lot of salesmanship on the part of the Government to get people into 
the aluminum business by acquiring those surplus facilities that were 
available for that business. 

Mr. Witson. What you are saying in connection with your testi- 
mony is you have no right to initiate these orders. 
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Mr. Larson. That is right. Personally I cannot commit the Gov- 
ernment, but unofficially | want you gentlemen to see we are respon- 
sible public officials. We are not carrying on in a vacuum, we are not 
robots sitting in- the office, we are giving a great deal of thought to 
this thing. 

Mr. Hituines. Mr. Larson, I was particularly disturbed hy the 
answer vou gave to the question put by the gentleman from New York 
a few minutes ago in which you indicated you would have to sit back, 
to wait to see the exact orders and the exact figures before you could 
make any determination as to the necessity of expansion of a vital 
industry in a time of great national crisis. I hope the clarification has 
been made on that point from you, and | hope there is no Government 
official at this time who, as we approach this situation, when our 
country is in a serious danger, feels he a not make any attempts to 
advise the people of the country, the Congress, and other officials of 
the Government of the great needs thin we have in such industries, 
for instance, as the aluminum industry here under consideration. 

Mr. Larson. I appreciate that, Congressman, and I hope | have 
made it clear. The point [ want to make is 1 have no authority to 
officially commit the Government without a directive as provided 
under the laws which the Congress has enacted, and the people that 
are responsible for making the certification, so far as I know, have not 
received the requirements that would indicate that they could truth- 
fully certify that these are needed in the military program. 

Mr. Keatine. Now to get that boiled down to cases. You mean 
by that, as | understand it, to say that Dr. Boyd and the Department 
of the Interior have not yet received from the military the require- 
ments which would justify them in making such certification? 

Mr. Larson. That is my understanding. Of course you appreciate 
my difficulty in testifying about things for which I am not officially 
responsible. 

Mr. Keating. That is right. 

Mr. Larson. The proper officials are available to the committee, I 
am sure, and you can get the whole story from them. 

The CHarrMaNn. Mr. Larson, | think we understand your position, 
and we admire your able administration. 

Mr. Larson. Thank you, Mr. Chairman. 

Mr. Keattinc. That is right, and I join in that, but I would like 
to have a declaration from the chairman as to whether we will have 
Dr. Boyd and the representatives of the Defense Department here. 

The CuarrMan. We are attempting to get somebody from the 
Munitions Board. 

Mr. Witson. Of course you did not set up the standards that you 
and other agencies of the Government are operating under. You had 
no authority to do it. The Congress did that. You did not set them 
up; did you? 

Mr. Larson. No. Shall I proceed? 

The CHarrMan. Proceed. 

Mr. Larson. I remarked here that Mr. Boyd and I worked to- 
gether. At that time Mr. Symington also gave his views as to the 
general principles upon which the plan should be based; namely, that 
it should provide for minimum advance payments, minimum Govern- 
ment obligations to purchase, minimum reliance on Government for 
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financing, cancellation provisions in favor of the Government with 
the elimination of any profit to the companies in the event of cancella- 
tion, and no more than reasonable profit on the entire contracts for 
the companies. 

I might deviate here and say I never heard in all my life a more stir- 
ring plea than Mr. Symington made to the assembled industry as to 
what he thought their obligations were and the extent to which he 
thought they should cooperate; and there was general agreement on 
this. 

Mr. McCutuoca. Mr. Larson, I would like to observe that I hope 
all Government contracts for materials for rearmament are surrounded 
by all the conditions that are apparently laid down by Mr. Symington 
on the day in question. 

Mr. Larson. Thank you. 

Mr. Keatina. And we are taking care today on the floor of this last 
item of “no more than reasonably sufficient.”’ 

Mr. Larson. In meetings which followed wherein all interested 
Government agencies were represented, but members of the industry 
were not, the question arose as to the urgency of the need for additional 
aluminum ingot. It appeared that the urgency was already great and 
showed every signs of increasing and it was determined that in order 
to obtain production as rapidly as possible the present producers 
in the aluminum field should bear the major burden of the increase 
in production. It was also determined that encouragement should 
be extended to secondary smelters and fabricators of aluminum to 
participate and the two companies offering the highest degree of know- 
how in this field were determined to be Apex Smelting Co. and Harvey 
Machine Co. 

Mr. Keatinac. Now who made that determination? 

Mr. Larson. It was made jointly. It was Mr. Boyd's responsibil- 
ity to say who would get this expansion, but we all participated 
it. 

The CHarrMan. You had other applicants equally as good as 
Apex and Harvey since then; haven’t you? 

Mr. Larson. Well, all the applications have gone in to Mr. Boyd, 
because that is the point of public contact, he is at the point of basic 
responsibilities. Frankly, Mr. Chairman, | haven’t analyzed those 
applications. Some members of my staff have worked with Mr. 
Boyd’s staff, but personally I haven’t any data on it. 

You will bear in mind, of course, that the primary responsibility 
under Public Law 774 for the expansion of this program had been 
assigned to the Department of the Interior, and the Secretary thereof 
had delegated Mr. James Boyd to carry out this responsibility. Mr. 
Boyd and I, recognizing the value of saving time, immediately entered 
into joint negotiations with the three present producers, and the 
Harvey Machine Co. and Apex Smelting Co. to supply the increased 
capacity. On December 19 letters of intent were signed by myself 
and addressed to Alcoa, Reynolds, Kaiser, and Harvey Machine Co., 
and on January 12 a similar letter was extended to the Apex Smelting 
Co. The letters to Alcoa, Reynolds, Kaiser, and Harvey have been 
accepted. 

The one of Apex has not yet been accepted, or Harvey, but there 
is every indication that it will be. 
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The following table indicates the annual capacity that each of the 
companies will undertake to construct under this program: Alcoa, 
120,000 tons; Kaiser, 100,000 tons; Reynolds, 100,000 tons; Harvey, 
72,000’ tons; Apex, 54,000 tons. 

In general, these agreements provided that they shall run until 
each company has produced 5 years’ maximum output from the new 
facilities. In the case of the three present producers, the contracts 
can be canceled after 50 percent of the metal has been produced 

Let me deviate there to correct an impression that I am sure Mr. 
Reynolds again unintentionally but erroneously left with the com- 
mittee, and that was that he had only a 2-vear contract. He has 
got a 5-year contract with the Government agreeing to buy up to 
100,000 tons of aluminum ingot a vear. After 50 percent of that 
5-year period has been produced the Government may cancel, but in 
the event the Government does cancel we are obligated to repay or 
to pay the Reynolds Metals Co., or any of these other two companies, 
their unamortized investment in these additional facilities. 

Mr. Witson. That is just the construction cost? 

Mr. Larson. That is the actual cost less what they have gotten 
credit for under accelerated amortization, which is, in our opinion, a 
fair arrangement. 

Mr. Keatine. It is a guaranty that they will not lose any money? 

Mr. Larson. It is a guaranty that they will not lose any money, 
except perhaps that which they put into management or knowhow, 
into the plant. There are other provisions, there are other alternatives 
in that cancellation which do not require Philadelphia lawyers to 
interpret. because I am an Oklahoma lawyer and I wrote them, and 
I am not as good as a Philadelphia lawver. 

| hope you gentlemen will excuse me if I show some concern about 
the alleged mistreatment of certain firms in this industry which 
I gather from the testimony I heard this morning. I think this 
Government has been the most benevolent to those people. I want 
also to say that your Government officials are not lacking in their 
foresight or in their planning of this expansion. 

The smaller, producers are further favored to the extent that under 
certain conditions they may cancel the contract, turn the plants back 
to the Government, and receive their investment in return. 

I have here a copy of a letter which is confidential which I addressed 
to the Director of the Bureau of the Budget which sets forth my 
estimate of the Government’s liability, both contingent and probable, 
in these transactions, and I have attached it to this statement for the 
information of this committee. All of this information, including 
copies of all of the documents concerned, has heretofore been trans- 
mitted to and discussed with the staff of the Joint Committee on the 
Defense Production Act under the chairmanship of Senator Burnet 
Maybank. 

That is the so-called watchdog committee. 

The CHarrMan. You want to submit that to the Chair in con- 
fidence? 

Mr. Larson. Yes. It is confidential, and necessarily so, because 
it includes some defense information 

The Cuarrman. We will keep it in confidence. 

(The material referred to is in the confidential files of the sub- 
committee. ) 
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Mr. Larson. This morning I was a little shocked at some of the 
information which was given out because it might be a comfort to 
reporters from some unfriendly foreign papers that have been here. 

There are two other points I want to make. I have covered the 
statement by Mr. Reynolds about the money limitations. It was not 
a question of money limitations. 

There is one other point I want to cover, and that is the matter of 
loan guaranties. I think it is particularly important because, as | 
have observed the work of this committee, I think this committee is 
interested in the possibilities that exist for the introduction of new 
competitors, not only in the aluminum field but in all of our basic 
industries, insofar as expansion is promoted under the Defense 
Production Act. In my opinion—and I have urged this in Govern- 
ment councils—the maximum expansion should be made through 
private financing. For instance, if there had been private financing 
involved I doubt that the plants referred to by Mr. Reynolds this 
morning, the so-called uneconomic plants at Long Island, and Bur'l- 
ington and Riverbank, would ever have been constructed. 

Had private capital financed the expansion to the extent possibli 
in World War Il, we would not have had the period of uncertainty in 
the aluminum industry which ensued when the Government plants 
were closed down. We would have had American enterprises inter- 
ested in fitting the product of those plants into the American economy 
and world economy, and I think we would have had earlier and more 
confident reconversion, so to speak, of the whole aluminum industry 

As another example, in steel, for instance, during the last war the 
Government invested approximately $25,000,000 to expand the 
facilities of the Republic Steel Corp. by building PLANCOR 257, 
intermingled with Republic’s own facilities. When the war was over 
the only logical purchaser was the Republic Steel Corp. 1 am sure 
the chairman is aware of the controvery that arose between myself 
and that company over the sale of those facilities, which eventually 
were sold to a third party, namely, Kaiser, and which have since 
been acquired by Republic Steel, because they needed them in their 
business. Had Republic Steel expanded its own facilities we would 
never have had this unfortunate problem. 

So there is a great deal to be accomplished in strengthening our 
whole economic structure, in my opinion, by resorting to the highest 
possible degree to the expansion of our defense facilities through 
private financing. 

The loan guarantee is one of the provisions which Congress saw 
fit to make available, and | think it is a very important one. 

Allusion was made to the Government’s taking 24 percent. Under 
the regulations that have been written by the Federal Reserve Board 
for the implementation of that loan guarantee, the rate of interest 
cannot be more than 5 percent. The amount which the Government 
takes depends upon the amount of risk which the Government assumes 
in guaranteeing the loan. Obviously the Government is entitled to 
more of a return if it is taking all the risk than if it is taking only a 
small part of the risk. The return ranges from 10 pereent to 50 
percent of the interest depending on the percentage of the loan which 
is guaranteed. Mr. Reynolds was assuming, and the chairman assumd 
in his example, for the purpose of clarification | am sure, that the rate 
would necessarily be 5 percent. I happen to know this aluminum 
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expansion, at least certain segments of it, is being financed for 3 
percent. 

The CHarrmMan. If a man wants to enter this field, he will find it 
difficult to go out and get $5,000,000 for a 3-pot line. That is 50,000 
tons, | suppose. He would have a difficult time to get private 
capital interested in it at 24 percent. 

Mr. Larson. Why should he, Mr. Chairman? 

The CuarrMan. If he wants to get the full amount then he would 
have to pay 5 percent, 24; percent to private capital and 2). percent 
to the Government, if he could get it at all. 

Mr. Larson. Why should not an insurance company, the prudent 
investor of its policyholders’ funds, not favor this kind of investment 
over Government bonds? 

The CuarrmMan. Have you spoken with any insurance companies 
about it? 

Mr. Larson. The insurance companies are very much interested in 
this field. Here is an investment that, in my opinion, is superior to 
a Government bond. Not only does the investor have a first mortgage 
on physical properties that are producing things vital not only to 
our defense economy, but if we have the confidence in this program 
that a lot of people do, to our future domestic economy, not only do 
they have a first mortgage on that kind of an investment, which in 
itself might justify the risk taken, but they have the same guarantee 
that'a Government bond has behind it, the guarantee of the United 
State of America. 

The CuarrmMan. Mr. Larson, I agree with you, but from a practical, 
realistic standpoint, I happen to know, because I have inquired, that 
one of the largest insurance companies will not enter this field at a 
rate of 24 percent interest. 

Mr. Larson. Well, if they do not, in my opinion, they are over- 
looking a source of investment that not only is better than Govern- 
ment bonds but which would be more patriotic under the circumstances. 

The CuatrmMan. I think you are absolutely sound in your assertion, 
but I am sure you would have difficulty in pursuading the officials of 
the insurance company. 

Mr. Larson. I don’t think that is true of the entire field, Mr. 
Chairman, because I talked to a great many of these people myself 
about it. 

The CuarrmMan. I am going to take their word as to what thei 
attitude is. 

Mr. Larson. I don’t think the investors have realized what kind 
of investment is possible here. 

The CHArRMAN. Let us assume, Mr. Larson, that the insurance 
company has a large amount of funds to invest and would not be 
interested in this field at 24% percent, what would you do then? 

Mr. Larson. Well, of course, our defense needs are such that we, if 
necessary, will build the plants with Government money. Of courss 
the Defense Production Act provides for RFC loans, and the rate of 
interest there now is 5 percent. In my opinion that practice, how- 
ever, would only add to the inflationary trends that we are already 
trying to hold back. 

The more private capital we can siphon off into investments of 
this kind and avoid the pumping in of Government money, the better 
our inflationary position will be. 
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The CrarrmMan. You are absolutely sound in that regard and I 
think it would be far better to have private capital come in than to 
make the RFC loan, because the RFC loan gets out the funds that 
will create inflation. I think if you can get the insurance funds to 
go into commercial channels you would create something in the nature 
of deflation. I would certainly say “amen” to you if we could get 
funds from private capital, and we should, but I asked the question: 
If we cannot, would you revise your interest rates? 

Mr. Larson. I think the Government is entitled to the proceeds 
from the loan in keeping with the portion of the risk which it is 
assuming. I might point out our experience in World W ar IT. As 
I am informed, during that period, with the so-called ““V” loans, of 
which this is the same type, which were entirely confined to working 
capital only, that in that operation the Government realized no losses 
but a profit of approximately $22 million, which was turned back 
into the Treasury. 

[ don’t think this should be a profit-making enterprise, but I do 
think the Government is entitled to a fair percentage, to build up a 
fund to pay any losses which might occur as a result of these guaran- 
ties. Obviously if you go into guaranteeing this type of loan for the 
construction of capital facilities, you are assuming a greater risk than 
working capital loans. You are getting out of the normal banking 
field and getting into the long-term investment field. You should 
have a portion of what this earns, particularly in view of its prime 
investment attractions. 

It is a first mortgage on attractive physical properties with a Gov- 
ernment bond standing behind it. What could be better? 

The CuarrmMan. It may be better than Government bonds for the 
insurance companies to go into, but I am afraid you would have that 
difficulty. Suppose I told you I heard one of the companies say they 
won’t touch it for 3% percent? That means 25 percent plus 3% per- 
cent, which is well over 5 percent. 

Mr. Larsen. I think when the investment field learns what is 
available here, and as other anti-inflationary measures are taken, 
money will be available to flow into that channel, and I certainly 
trust that it does, based primarily on my experience in disposal, 
the examples of which I tried to give to the committee. 

I do not wish to take the committee’s time on matters which you 
probably have not planned to go into, but since Mr. Reynolds brought 
that up I did not want the committee to have the impression that we 
could not count heavily on loan guaranties. 

The only other point in Mr. Reynolds’ testimony I would like to 
clear up is the impression that I am sure he did not mean to leave as 
to the impact of stockpiling on our present shortages of aluminum. 
Now perhaps this is so restricted that I should not mention it, but I 
regret to say to you gentlemen today, that the stockpile of aluminum 
is not big; I would like to see more metal in the stockpile than we have. 
That is my personal opinion. I happen to know how much is in 
there and I happen to know how much we plan to put in there in 1951. 

In face of the critical situation that faces us in 1951, that little bit 
I hesitate to say “‘little bit,’ but unfortunately it is—that we put 
in the stockpile is not and does not constitute as serious an impact 
as Mr. Reynolds’ testimony conveyed. I hope that I have cleared 
up any misapprehension which his remarks may have given you. 
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Now, briefly, gentlemen, that is all I have to say, except this one 
thing, that as a result of the very statesmanlike foresight on the part 
of the Congress in laying down the rules which it laid down for the 
disposal of Government-built facilities needed to prosecute the last 
war, we have created, with the help of all Government agencies 
involved, including not least of all the Department of Justice, com- 
petitors in the aluminum field, integrated competitors to the Alumi- 
num Co. of America and, in my opinion, that is one reason why alumi- 
num is as widely used as it is and the price is as low as it is today. 

But let me point out to you that we did that—and we did not do it 
without some danger and some sacrifices—by building up integrated 
producers. 

Mr. Reynolds said this morning that he wanted all the metal he 

could get. I don’t blame him for wanting all the metal he could get 
for his own fabricating facilities, because every time you fabricate 
the metal you make additional profits, and the profits are higher for 
each step of fabrication, and he is in business to make money. But 
there are 17,000 pg. Se 9 fabricators that are the backbone of 
what would like to refer to as American small business enterprises, 
who have been in a squeeze as a result of that very program, because 
the integrated producers have acquired scrap metal that would 
otherwise have gone to secondary smelters, and other users. That is 
because Kaiser and Reynolds, and rightly so, have wanted to use the 
maximum amount of their own fabric ating facilities. 

Now we have attempted, in a way, to overcome that as best we 
could. Not all of us were in favor of letting the present producers 
participate in the expansion program at the expense of not bringing 
new producers in this field, but the urgency of the situation required 
that we do so, and we did it. But we provided in these contracts, 
with the exception of Apex, who were to make 100 percent of their 
metal available to the open market for independent fabricators to 
buy, we required not less than 66% percent of the metal produced in 
the new facilities be made available to the open market for these 
independent fabricators. 

The CuatrMan. I hope you can stick to that and see that it is 
enforced. 

Mr. Larson. So far as I am personally concerned—and perhaps [| 
should not say this, Mr. Chairman, but I can’t avoid this opportunity 

[ think it is my responsibility that we bring still more substantial 
producers into this industry. 

That is all I want to say. 

Mr. SHears. Mr. Larson, what is the reason behind the price 
protection in the Harvey contract? 

Mr. Larson. What do you refer to? 

Mr. Suears. Does not the Harvey letter contain a price clause 
requiring Harvey to charge no more for aluminum than the highest 
prices of the three present producers? 

Mr. Larson. I don’t think that is a proper interpretation of the 
contract. You are Mr. Shears? 

Mr. Sugars. Yes 

Mr. Larson. May I consult with my staff to clarify that point? 

The Cuarrman. Yes. 

Mr. Larson. Mr. Gumbel can speak with more knowledge of the 
details of the contract. 
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Mr. SHears. Why was not the same language used in the Apex 
letter than was used in the Harvey letter? What is the reason for the 
variation between the two letters? 

Mr. Gumpe.. The Harvey letter which vou have now before you 
was written before the Apex letter. The Apex letter represented a 
later development and the Harvey letter will be altered to conform 
to the Apex letter. 

Mr. SHears. What protection has the Government against higher 
prices on the part of the people coming in without that price-protection 
clause? 

Mr. Gumpeu. As far as what they sell to other people, they can sell 
at the price they want. As far as they sell to the Government, the 
Government has to have some protection against being gouged. 
There is no limitation on what they can sell in the open market, it is 
only when they come to selling metal to the Government and oblige 
the Government to purchase it that we have to have some protection. 

Mr. Suears. Is the General Services Administration justified in 
putting any aluminum producer in the business if his cost and prices 
are higher than the prices of the three producers? 

Mr. Larson. I don’t want to get to making speeches before this 
committee but I feel very keenly on these things. I mean particularly 
the squeeze that was put on the smelters when we put Kaiser in the 
aluminum business. When we put Mr. Reynolds and Mr. Kaiser into 
this business we did so on the basis of a capital investment that cannot 
be met today. In other words, they can afford to sell metal because 
their remaining capital investment is small. They can afford to sell 
metal cheaper than somebody coming into the industry new. We 
have got to take into consideration all the factors that enter into it, 
and that is one of the most difficult things to do, to try to get the terms 
of these contracts in such shape that the smaller producer can come in, 
and that is why Apex has been out as long as it has. 

Obviously we can’t control prices—I mean GSA—we can’t get the 
investment cheaper except by an outright subsidy, all we can do to 
help is by extending the period of amortization. 

Mr. SHears. What standards do you suggest for promoting new 
competition in the industry? 

Mr. Larson. That is not my responsibility, that is Mr. Boyd’s 
responsibility, and | would prefer that he speak about that. I have 
already said what I felt personally. 

The CuarrmMan. We will take a recess for half an hour so the mem- 
bers can answer to the roll eall. 

Mr. Larson. I am through any time the committee is through with 
me. 

The CHArRMAN. We certainly enjoyed your testimony. We would 
like to have you longer, but we are very grateful to you for being here 
and for your very splendid contribution. Thank you very much. 

(A short recess was taken.) 

Mr. Bryson. Gentlemen, as you will observe, the chairman is not 
here. He had some other engagement that he had to attend to. In 
his absence we are about to proceed with the hearing this afternoon. 

There will be no hearing tomorrow, Wednesday, but on Thursday 
next, at 10 o’clock, we will resume the hearing. The witnesses on 
Thursday will be, first, Mr. Morison from the Department of Justice, 
the Assistant Attorney General in charge of the Antitrust Division. 
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The second witness will be Dr. Boyd, about whom you have heard 
this afternoon, and Mr. Troy, of the Eastern Metals Corp. 

I believe the only witness we have this afternoon is Captain Balfour, 
from the Spartan Aircraft Co. 


STATEMENT OF MAXWELL W. BALFOUR, VICE PRESIDENT OF 
SPARTAN AIRCRAFT CO., TULSA, OKLA. 


Mr. Bryson. Mr. Balfour, will you give your name and address 
and in what capacity you now appeal 

Mr. Batrour. My name is Maxwell W. Balfour, of Tulsa, Okla., 
and | am vice president of Spartan Aireraft Co. 

Mr. Bryson. Where is that situated? 

Mr. Batrour. Tulsa, Okla. 

Mr. Bryson. All right, sir, you may proceed. 

Mr. Batrour. In November 1950, Spartan Aircraft Co. proposed 
to the Department of Interior, National Resources Board, and General 
Services Administration that it participate in the Government’s 
program to expand the aluminum-producing facilities of the country 
and has been engaged in negotiations with representatives of those 
agencies since that time. The negotiations have been along the lines 
of Spartan’s constructing and operating an alumina plant, an alumi- 
num plant, rolling-mill facilities, and a power plant to furnish the 
necessary power, and also developing basic bauxite deposits. The 
aluminum plant contemplated in the discussions is a three-pot-line 
plant capable of producing approximately 54,000 tons of aluminum 
annually. 

Spartan is prepared to guarantee the availability of all of the 
requisite working capital and has arranged, through the connections 
of its president and principal stockholder in the natural-gas business, 
to insure a continuous supply of natural gas over a long period, a 
reasonable cost, to guarantee availability of such gas for asl che 
power essential in operating the aluminum facilities involved in the 
proposal and discussions. 

As is the case with the other participants in the Government’s 
program, Spartan will require Government aid in obtaining the finane- 
ing necessary to construct the facilities in question. It is understood 
that this is done by a Government guaranty of loans from private 
sources. 

The negotiations have been making progress and Spartan is opti- 
mistic that suitable arrangements can be made so that it can partici- 
pate in the project, in aid of the Government defense program to the 
mutual advantage of the Government and Spartan. As has been the 
case with other companies ae in the Government program, 
Spartan will expect from the Government a commitment to purchase 
from Spartan over a 5-vear fae riod all of the aluminum ingot Spartan 
is not able to use itself or dispose of through regular commercial 
channels. 

[ might say here I am not speaking of any definite commitment 
on the part of the Government, because at the present time there is 
not an allocation that would include us. The conversations have been 
based on the possibility that if there were such an increased program 
that it would permit the consideration of Spartan as an applicant for 
a plant. 
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Spartan has a long continuous record of expansion and successful 
operation. Spartan Aircraft Co. was incorporated in 1928. There- 
after, it engaged in the production of single-engine, civilian-type air- 
craft. That production was continued until 1940 and ended because 
of war contracts. As aviation and aircraft design improved over those 
years, Spartan used more and more aluminum in the manufacture of 
its planes. By 1937, Spartan was producing a single-engine, execu- 
tive-type, low-wing monoplane having a stressed skin of aluminum 
sheet and of a design and structure comparable to the all-metal 
aluminum planes of today. Just prior to the commencement of hos- 
tilities in World War IJ, and when the United States was preparing 
to enter the war, Spartan manufactured training-type airplanes for 
the United States Navy. Thereafter, and commencing about 1942, 
Spartan started expansion of its plant facilities and obtained subcon- 
tract work resulting in its manufacture of great quantities of various 
component parts of military-type aircraft. 

These, incidentally, were of various qualities of aluminum. In 
addition, the aero-repair division of Spartan performed extensive 
repair and overhaul work for the British Government and for the 
United States Government with the result that because of training 
in Spartan’s plant there was created in the Tulsa area a large labor 
supply skilled in the use of aluminum. Its own personnel and man- 
agement became experienced in the use and in the requirements of 
aluminum materials used in its plant. 

In 1946, at which time we realized that, as a smaller operator in 
the aircraft business, we probably were in a precarious situation unless 
we found some other outlets for our ability, we entered the field of 
housing. By “housing” I mean house trailers, constructed along the 
lines of aircraft and constructed principally of aluminum metal. 

Mr. Bryson. A great many of the trailers we see are constructed 
of aluminum, are they not, the better kinds? 

Mr. Batrour. That is true, sir.. Better than 50 percent of the 
trailers today are constructed of aluminum. Originally they were 
constructed of what we jokingly called paperboard, meaning wallboard 
of different types. 

As pioneers in the field we proceeded in cutting the weight of house 
trailers down almost 50 percent of what they were in the years pre- 
ceding the war. Also it gave such tremendous impetus to the trailer 
business that, as you have seen on the highways and in the vicinity 
of various cities and towns, it is now an important factor in the 
housing of our Nation. 

Mr. Goopwin. But you still have to use some plywood or wall- 
board inside the trailers? 

Mr. Batrour. We use plywood as a liner, yes, but the principal 
structure is aluminum. Now, under the necessity of saving aluminum 
we have had to improvise and find how to reduce our aluminum 
consumption 35 percent. We have done that by substituting wood, 
which of course goes back to the old idea of making the trailer heavier. 

Mr. Bryson. Can they use aluminum in making automobile bodies? 

Mr. Baurour. I did not hear the question, sir. 

Mr. Bryson. Do the automobile manufacturers ever use aluminum 
to any extent in making bodies? 

Mr. Batrour. I’m not well qualified but, I would not say to any 
great extent, sir. It has been used particularly in racing cars, and a 
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great many experimental models have been built that way. I have 
seen them particularly in Europe. But it does not have the type of 
strength you need in an automobile body. It has great shear strength 
and great tensile strength but it is easy to dent. 

Mr. Bryson. The bodies we have are easy to dent, in my experi- 
ence. 

Mr. Batrour. That is true. Since 1946, Spartan has continued 
to expand its use of aluminum in the manufacture of all-aluminum 
housetrailers, in great demand as mobile housing units and as emer- 
gency housing as well, and at the present time is increasing its produc- 
tion of that product by 50 percent. It has since 1946 further expanded 
its plant facilities by more than 25 percent. 

At the present time it is the largest producer of housetrailers in the 
United States and produces more than 10 percent of the Nation’s 
housetrailers. 

At one time we were making them at the rate of 24 a day. That 
production has, of necessity, come down because of shortages created 
by our present emergency. Now that we have found substitutes for 
aluminum we have again stepped up the production, because there is 
such a tremendous demand for that type of housing on the part of 
people engaged in the defense program, particularly the working class, 
the person who wants to go and work at one plant and when there is 
a shut-down there he wants to travel perhaps thousands of miles, 
wherever his skill is needed. 

Mr. Bryson. You find a great many of the trailers around colleges 
and universities, too. 

Mr. Batrour. Yes; that is true. 

Mr. Bryson. Particularly on the part of the GI’s. 

Mr. Batrour. Among other things about Spartan, we have a 
college of our own. We have an aviation school, and it is very 
interesting to see how these young people, who were married before 
they came to school and have children, have found the solution to 
living by buying trailers at various costs, all the way from the beautiful 
ones that come new out of the factories down to the salvage trailers 
that they picked up after they were abandoned during the war. 

Mr. Hiiurnes. What does the average trailer sell for today, the one 
you have the greatest sale for? 

Mr. Batrour. An average trailer would be from $3,000 to $3,500. 
A cheap trailer is $2,000 and an expensive trailer is $5,000, and upward. 

Mr. Bryson. Some have the two-bedroom type trailer. 

Mr. Batrour. You can get a fine one for $3,500. 

Mr. Goopwin. I paid less than that for the house I moved into 
when I was married. 

Mr. Batrour. Yes, sir; but if you had that house now it is worth 
more than $3,500. 

Mr. Bryson. You could not buy a rabbit hutch now for $3,500. 

Mr. Batrour. No. The expansion of Spartan’s plant since 1942 
has been privately financed without benefit of Government aid, and 
all loans for such expansion have been repaid by the company. The 
principal product of Spartan at this time, the housetrailer, was an 
entirely new product pioneered by Spartan, which was one of the few 
aircraft companies to convert its production profitably to manufacture 
for civilian consumption. 
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I can’t think of anyone else that succeeded in going into any other 
line of work than aircraft and making a financial success of it. Some 
of our friends in the business came quite a cropper when they tried to 
convert from aircraft. Some tried to go into the automobile business, 
or to make aluminum bathtubs, aluminum canoes, everything they 
could think of, heating equipment, refrigeration equipment. We feel 
proud that we have been able to create a business of our own that has 
been successful. 

We have retained a labor supply skilled in aircraft type manufac- 
ture, and a plant suitable for immediate conversion to aircraft or 
similar production in the event of wartime need. All this was accom- 
plished by Spartan’s present management without benefit of 
Government aid. 

During World War II, Spartan Aircraft Co. employed at its Tulsa 
plant more than 5,000 persons. At the present time, it employs over 
1,000 workers. Because of its past operations in the Tulsa area and 
because it has continued since the cessation of war production, follow- 
ing World War II, to produce a product manufactured from aluminum 
following aircraft production procedures, Spartan has available to it 
a labor supply skilled in the use of aluminum and aircraft construction 
methods. It is at the present time, in its civilian production depend- 
ent upon the use of aluminum in order to maintain its activity and 
preserve its value as a defense plant which can be readily converted to 
war production. 

We have the machinery and equipment, as well as the plant suitable 
for aircraft that would permit our conversion within a week’s time to 

highly critical aircraft structure. The Engineering Department, 
everything has been retained there, because we have built house- 
trailers like airplanes, and as I have said to you earlier, we have reduced 
our housetrailer from something weighing 6,000 pounds and more to 
something weighing 3,000 to 4,000 pounds. 

Furthermore, Spartan’s demand for aluminum is important at the 
present time as its trailers made of aluminum provide ready and 
completely equipped housing units which not only can be made avail- 
able for the needs of personnel required in the construction and 
operation of new defense plant facilities, but also provide durable 
assets which can be sold when the need for defense housing terminates. 

In addition, Spartan has at the present time subcontracts with 
Consolidated Vultee Aircraft Co. for the manufacture of component 
parts for the B-36 airplane now being produced by Consolidated. 
Spartan is actively soliciting further military work which will require 
additional aluminum. 

In addition to the facilities in its factory division Spartan has at 
Tulsa a large fixed aircraft repair base and an aviation school and 
aviation engineering college with facilities for the training of upwards 
of 1,500 students. 

We are now engaged in a contract with the Air Force for the training 
of a considerable number of aircraft technicians. 

Mr. Bryson. Are those civilian or military? 

Mr. Batrour. Military. We have been training enlisted aircraft 
technicians under contract with the Air Force since July 1, 1949. 

There was suffcient anticipation for the need of a longer term of 
training than is given in the service itself, so that the Air Force con- 
tracted with two schools, one of which is Spartan, to train a number 
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of men who will become teachers and leaders in the field because of 
this extra precaution of a longer course. 

Mr. Bryson. That is somewhat along the line of the policy pursued 
during the war where civilian air instructors were employed to teach 
even the military personnel. 

Mr. Batrour. Yes, and I could tell you more about that. Under 
our direction were taught 25,000 pilots in the last war, in the civilian 
school. 

Mr. Bryson. We had that down our way on a smaller scale. 

Mr. Batrour. Yes, sir. It was a very successful program. 

One school has already been opened at Greenville, Miss. and another 
will open at Columbus, Miss., very shortly, and there will be otbers 
within weeks or months at the most. 

At Camden, N. J., Spartan maintains an aircraft and engine over- 
haul base where at the present time extensive work in overhauling 
aircraft type engines is being conducted under a subcontract for the 
Government. 

At Tulsa, Spartan has available power facilities and more than 
sufficient land for the construction of aluminum rolling mill facilities. 
It should be noted that such facilities would be far inland and less 
susceptible to enemy attack, whereas many of the present aluminum 
fabricating plants are located at or near the seaboard, 

Amplifying that, there is a considerable quantity of public power 
available at this time in the Tulsa area and adjacent to our own plant, 
which is not too far from that source of power for a short line to bring 
itin. We have for a long time held a very valuable area of 80 acres of 
ground, which could be a perfect location, because we, in turn, would 
be consuming a considerable portion of the output, to the extent per- 
mitted by our national situation, or whatever our contract permitted. 

I know you gentlemen are aware of the importance of dispersal, and 
in our thinking, i in this planning for our source of power, which would 
be natural gas in Texas, it would bring about a desirable dispersal of 
producing facilities. It would be much more difficult to de ‘stroy suc ‘h 
source of power than it would be to destroy water power sources, 
which are not easy to destroy but still were destroyed in the last war, 
destroyed in Germany by some very heroic pilots, of whom I’m sure 
you have read. 

Proof of the ability of the management of Spartan Aircraft Co. to 
construct and operate the proposed new facilities is in the progress and 
expansion of Spartan Aircraft Co. in the past 10 years and in the 
knowledge gained from working with aluminum. During that period 
the facilities of Spartan have been expanded and are at the present time 
free and clear of all mortgages and liens. 

Now it is true we have never fabricated any aluminum, we have not 
made any alumina nor have we dug any bauxite, but we don’t 
believe there is anyone who can point to a more successful record of 
private enterprise, nor do we believe that the Government will find 
anyone who is fully qualified to produce aluminum who at the same 
time can provide the management, financial, and the power source 
background that Spartan offers. 

Mr. J. Paul Getty, president and director of Spartan Aircraft Co., 
and its principal stockholder, has, since 1914, been an independent oil 
producer and active in the oil industry where he has at all times 
maintained his vigorous independence of operation. Through his 
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connections with various oil companies, Mr. Getty has arranged for 
the availability of an adequate supply of natural gas in the Texas 
area for a long period of time, which will insure to Spartan the ability 
to produce the electric power necessary for the reduction of aluminum 
from alumina. 

I don’t think I need go into this, because I am sure you have already 
been advised of it, and that is that there is an advantage in the dis- 
tribution of the source of power. If we reduce ours to de »pendency on 
water there is a possibility of drought or of enemy attack that might 
make us extremely vulnerable. 

Mr. Getty, as president and general manager of Spartan Aircraft Co., 
has taken an active part in the management t of its business and is fully 
familiar with the manufacturing processes developed and employed 
by Spartan. In addition, during the summer of 1950, he made an 
extensive study of primary aluminum ‘production and manufacturing 
methods and facilities used by aluminum producers abroad. At the 
present time steps are being taken to obtain the necessary engineers 
and technical personnel to be required by Spartan in the construction 
and operation of the proposed primary aluminum facilities. 

Mr. Getty was gone from April until October 1950, and during that 
time he devoted himself entirely to the study of aluminum production 
in Germany, Switzerland, and France, where he got the start of the 
idea that he would be interested in coming into this program. Periodic 
recurrences of crises in the supply of aluminum during the war, 
immediately after the war, and during the past few months have 
made it apparent that our economy needs a more abundant supply 
of the metal. 

He feels that the use of aluminum has expanded so rapidly that 
there is no reason to think at this particular moment the demand for 
an increased use of aluminum in our daily life is going to drop or even 
fail to increase, and to increase rapidly. 

For that reason we believe that we will contribute not only to our 
national defense but to our future national prosperity and welfare if 
we can help increase this supply. 

Mr. Suears. Just how critical is your situation as far as your get- 
ting supplies of aluminum at the present time is concerned? 

Mr. Batrour. Pardon me, sir? 

Mr. Suears. Just how critical is it to your company? 

Mr. Baurour. It is so critical to our company that the possible 
reduction of production could shut down our plant, unless our facilities 
are taken and used by the Government in the production of aircraft 
or similar products. 

There is the possibility that we would have to stop our plant and 
stop the employment of those hundreds and thousands of people, and 
of course allow the deterioration of capital and of equipment, which 
would be costly to us as a Nation, as well as a company. 

Mr. Bryson. You are one of those 17,000 processors who are 
similarly situated in the field of aluminum. 

Mr. Batrotr. Yes, sir; we are a processor. 

Mr. Bryson. From your studies and general knowledge, do you 
believe your company would be willing to go ahead and produce 
aluminum at prices commensurate with prevailing prices today and 
as they may be reduced by other companies? 
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Mr. Batrour. We do, because we have made a pretty careful 
study of the cost of power and the cost of power is one of the primary 
factors in this thing. 

While | am not a statistician or an engineer and I would not want 
to commit myself to the exact decimal, we do know that the cost of 
producing electricity through this means, in a good gas field, compares 
favorably with the average cost of production of power by water. 

Mr. Bryson. And it can be had in much less time. 

Mr. Batrour. Yes, sir, and it has the added advantage of creating 
something that can be used in an area where electric power is going 
to be very much in demand as we go along, that is the Louisiana and 
Texas area. It would not be isolated in such a way that it would be 
difficult to dispose of that power if we were obliged, by oversupply, 
to reduce production of aluminum. 

Mr. Bryson. How about your ability to get bauxite? 

Mr. Batrour. We have gone into that informally with the large 
companies and have been led to believe that we would have no 
difficulty in obtaining our bauxite until such time as it might become 
necessary for us to procure our bauxite ourselves, or in cooperation 
with other companies. 

Mr. Bryson. You feel you can purchase sufficient quantities of 
bauxite from the domestic market? 

Mr. Batrovur. Our plan was to purchase from the source that is 
bringing bauxite from South America and Jamaica. 

Mr. Bryson. Well, you are not so far from Arkansas. 

Mr. Batrour. That is right; we are not, but the bauxite supply in 
Arkansas is something that we think ought to be hoarded instead of 
being expended rapidly, as long as we could bring it in by water. 

Mr. Bryson. Well, that is a good idea with reference to all of our 
strategic materials. I think it ought to be adopted and is being 
followed as far as it can, to bring it in from foreign countries and 
conserve our own limited supplies. I believe Senator Murray said the 
supply of bauxite in Arkansas was infinitesimal. 

Mr. Batrour. Mr. Getty feels that way, Mr. Chairman. 

Mr. Bryson. Some others have a more optimistic view of the 
supply. 

Mr. Goopwin. How about the availability of alumina if you could 
not get the bauxite? You could start with alumina and make it into 
aluminum, as I understand. 

Mr. Batrour. Yes, but the prospective pinch on alumina is serious, 
we believe from our studies, and the further up the scale we go the 
more we become dependent on other producers and the more costly 
it will become to us; and, perhaps, let me put it this way: the 
more we would be in the hands of competitors, whereas Mr. Getty, 
who has always maintained freedom of action in his oil and manu- 
facturing businesses, would prefer to be independent of such restraints. 

He believes it would be more competitive, let us say, if it were 
produced by a company that developed its own sources, rather than 
just being a branch-off of the existing companies. 

Mr. Goopwtn. So, if you could not get a supply of bauxite in your 
expansion program, you would continue now to start from alumina? 

Mr. Batrour. Yes, sir. We haven’t considered at this time not 
making alumina; but I am sure, if the Government found that it 
was advantageous for us not to make alumina originally, we would 
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agree to that, but Mr. Getty would contribute his resources, the 
resources over which he has control, to this very important process, 
which would require power. 

Because of the great need for expanded aluminum production and 
manufacturing facilities and the need to foster competition in the 
aluminum industry by the entrance of responsible new companies, 
Spartan Aircraft Co. submitted its proposal for its entry into the 
industry. The Departments of the Government concerned have 
indicated to Spartan that facilities for 54,000 tons per annum or a 
three pot-line operation would be available to Spartan on terms to be 
negotiated. 

They haven’t made any guaranty or commitment that we are going 
to have anything, because that all depends, we are told, on the second 
wave of expansion, and there is no capacity available at this time. 
In fact, bringing some of the old facilities into action about 2 months 
ago has gone a little bit beyond the 500,000 that was contemplated 
in the expansion, about 25,000 tons they say beyond. 

Spartan is ready to enter into the construction of such new facilities 
provided that terms can be worked out which will make the new 
project economically sound. It is felt that Spartan will be capable 
of carrying out its commitment because of its demonstrated manage- 
ment ability, its willingness to guarantee the availability of the 
necessary working capital, because of its ability to obtain natural 
gas at sufficiently low cost to enable it to produce aluminum at a 
competitive price, and because it will bring to the aluminum industry 
independence and competition. 

Mr. SHears. What is the status of your application at the present 
time, so far as vou know? 

Myr. BaLrour. It consists of a proposal by us, a letter that was 
sent to the Department of the Interior in November. That proposal 
we have been asked today to revise. We were given to understand 
that, when the Light Metals Division of the Defense Metals Admin- 
istration could discuss this with us sensibly, they would do so. But 
at this time it is not possible for them to make any commitment, or 
to encourage us to go ahead or incur any expense, until the require- 
ments have been so stated that they are justified in approving with a 
further increase. If such additional requirements do come through, 
it is apparent, from the way we have been treated, that we are to be 
given every consideration. . 

There has been no suspicion on our part that we were given any 
brush-off or run-around. We have been treated with the greatest of 
courtesy. 

Mr. Suears. You have no complaint with the treatment up to date? 

Mr. Batrour. No, sir. 

Mr. Suears. With whom have you made contact, what particular 
official? 

Mr. Batrour. Mr. Chapman of Interior, Dr. Sebastian of NSRB, 
Dr. Boyd of Interior, Mr. Gumbel of General Services, whom we saw 
here awhile ago; Mr. St. Clair of Defense Materials, who is being 
replaced by Mr. Head who arrived today and is, therefore, not in a 
position to deal with us, although we had a very friendly discussion 
with him. He is not in a position to make a sensible discussion with 
us because he has newly been assigned from the Anaconda Copper 
Co. to this particular work. 
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Mr. Bryson. Do you know of any other companies similar in size 
to yours who are proceeding as you are? I understand there are 
17,000 of them. 

Mr. Batrour. Sir, we do not know them by identity. We have 
been told in Interior that there are such companies. We have been 
told that they have similar propositions. Our answer to them has 
always been a question as to whether they had the gas supply, 
because we doubt that they could have as adequate a gas supply as 
we do. 

Mr. Bryson. Well, one applicant would have one factor to his 
advantage and another would have another factor to his advantage. 

Mr. Batrour. Yes; we have heard of one that has valuable engi- 
neering talent, but it is the only other one we have heard of, and not 
by name. 

Mr. Suears. As I understand your testimony, you are ready, 
willing, and able to enter the second phase of expansion whenever you 
are certified by Dr. Boyd; is that right? 

Mr. Bautrour. Yes, sir. 

Mr. Goopwin. Do I recall correctly that you directed the atten- 
tion of the committee to the vulnerability of hydroelectric power 
plants as compared to your sources of power? 

Mr. Ba.trour. Mr. Chapman, at the time I talked to him, de- 
veloped that point. He apparently had gone very deeply into that. 
He is very interested in dispersal, and he is the one who mentioned 
the possibility of drought affecting the supply of power. 

Mr. Goopwin. I think it is very refreshing to know that. 

Mr. Bryson. You are not regarded as a small business; are you? 

Mr. Batrour. Well, I don’t think Spartan is big business. 

Mr. Bryson. I have never been able to determine when we talk 
about small business. 

Mr. Batrour. Nor have I. I think we are classified as a small 
business at this time. We employ a thousand persons in the enterprise. 

Mr. Bryson. I don’t think you are really small. 

Mr. Batrour. Let us call it medium. If you take in all the enter- 
prises that Mr. Getty is interested in, then it would be big business; 
but, when we take them one at a time, all are not big. 

Mr. Getty also has oil interests. I mention the oil interest to 
emphasize that he is a man of business acumen who has developed a 
very successful private enterprise. The fact I work for him does not 
make me admire him any the less, and I consider him a very good 
businessman. The fact is, everything he has touched has been 
successful. 

When I mention aviation, I would venture to say you can count on 
the fingers of one hand the number of successful private aviation 
businesses in this country, when you exclude air transport. It is 
probably the toughest business in the world, but we have been what 
we consider successful and have stayed in the field. 

Mr. Hitirnes. I would like to ask just one question before we close. 
Has any Government official ever told you or your company, to your 
knowledge, that expansion would not be necessary at this time in 
order to meet the current plans for defense work? 

Mr. Batrour. No, sir; that has not been said to us. They have 
not committed the Government to expansion, nor have they said that 
we would be considered if such expansion came about. We have had 
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no one tell us that there would not be any, or that they even doubted! 


that there would be any, nor have we had anyone tell us that there 
would be any. 
Mr. Bryson. Well, thank you so much, Mr. Balfour. 


Mr. Surars. We have a press release on the exchange of defense 


articles with Canada, which I think ought to go in the record. 
Mr. Bryson. Very well. 
(The release referred to is as follows:) 


EXCHANGE OF DEFENSE ARTICLES WITH CANADA! 
(Released to the press by the White House, April 20) 


At the conelusion of a conference between President Roosevelt and Prime 
Minister Mackenzie King of Canada on April 20, 1941, the following statement 
was issued: 

“Among other important matters, the President and the Prime Minister dis- 
cussed measures by which the most prompt and effective utilization might be 
made of the productive facilities of North America for the purposes both of local 
and hemisphere defense and of the assistance which, in addition to their own pro- 
grams, both Canada and the United States are rendering to Great Britain and 
the other democracies. 

“Tt was agreed as a general principle that in mobilizing the resources of this 
continent each country should provide the other with the defense articles which 
it is best able to produce, and, above all, produce quickly, and that production 
programs should be coordinated to this end. 

“While Canada has expanded its productive capacity manyfold since the begin- 
ning of the war, there are still numerous defense articles which it must obtain in 
the United States, and purchases of this character by Canada will be even greater 
in the coming year than in the past. On the other hand, there is existing and 
potential capacity in Canada for the speedy production of certain kinds of muni- 
tions, strategic materials, aluminum, and ships, which are urgently required by 
the United States for its own purposes. 

‘While exact estimates cannot yet be made, it is hoped that during the next 
12 months Canada can supply the United States with between $200,000,000 
and $300,000,000 worth of such defense articles. This sum is a small fraction of 
the total defense program of the United States, but many of the articles to be 
provided are of vital importance. In addition, it is of great importance to the 
economic and financial relations between the two countries that payment by the 
United States for these supplies will materially assist Canada in meeting part of 
the cost of Canadian defense purchases in the United States. 

“Insofar as Canada’s defense purchases in the United States consist of com- 
ponent parts to be used in equipment and munitions which Canada is producing 
for Great Britain, it was also agreed that Great Britain will obtain these parts 
under the Lease-Lend Act and forward them to Canada for inclusion in the 
finished article. 

“The technical and financial details will be worked out as soon as possible in 
accordance with the general principles which have been agreed upon between 
the President and the Prime Minister.” 


Mr. Bryson. We will adjourn to 10 o’clock Thursday. 
(Whereupon, at 5:10 p. m., the committee adjourned to reconvene 
at 10 a. m. Thursday, January 25, 1951.) 





1 Source: U.S. Department of State Bulletin, vol. 4, January-June 1941, pp. 494-495. 
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THURSDAY, JANUARY 25, 1951 


Hovse oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON THE STUDY OF 
Monopo.ty Power OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The special subcommittee met, pursuant to adjournment, at 10:10 
a.m., in room 346, Old House Office Building, Hon. Emanuel Celler 
(chairman) presiding. 

Present: Representatives Celler (chairman), Bryson, Willis, McCul- 
loch, Goodwin, and Hillings. 

Also present: Curtis Shears, counsel to the subcommittee. 

The CHarrMANn. The meeting w_ll come to order. 

Our first witness this morning is Mr. Graham Morison, Chief of the 
Antitrust Division of the Department of Justice, Mr. Morison, we 
are glad to hear you. 


STATEMENT OF H. GRAHAMMORISON, ASSISTANT ATTORNEY 
GENERAL IN CHARGE OF THE ANTITRUST DIVISION, DE- 
PARTMENT OF JUSTICE; ACCOMPANIED BY LEONARD J. 
EMMERGLICK, SPECIAL ASSISTANI TO THE ATTORNEY GEN- 
ERAL, DEPARTMENT OF JUSTICE 


Mr. Morison. Mr. Chairman. 

The CuarrmMan. The subcommittee is likewise happy to hear the 
statement of Mr. Leonard J. Emmerglick, special assistant to the 
Attorney General, who is appearing with Mr. Morison. You may 
proceed, Mr. Morison. 

Mr. Morison. Thank you, Mr. Chairman. I want to thank the 
subcommittee and you, Mr. Chairman, for giving the Antitrust 
Division an opportunity to be heard in these deliberations. 

The subcommittee has asked for a résumé of the antitrust proceed- 
ings brought by the Government against the Aluminum Co. of 
America and Aluminium Limited. An expression of the Department’s 
views on the relationship between the present status of the case and 
expansion of aluminum production facilities is especially desired by 
the committee. For convenience, I will refer to Aluminum Co. of 
America as Alcoa, and to Aluminium Limited, as Limited. 

In the interest of clarity and an orderly development of the facts, 
I will refer to a number of facts which are well known in a general way. 

The antitrust suit was brought in 1937 against Alcoa, Limited, and 
a number of officers and directors of both companies. All were charged 
with monopolization and restraint of trade in several branches of the 


aluminum industry. 
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The case was tried before Judge Caffey in the southern district of 
New York. The trial consumed more than 2 years and produced a 
record which has been described as the largest record in the history 
of Anglo-American civil litigation. 

Judge Caffey dismissed the Government’s complaint in its entirety, 
The Government appealed promptly to the Supreme Court, and there 
it was found that four Justices disqualified themselves and the Court 
was without a quorum. A bill was enacted constituting the Court of 
Appeals for the Second Circuit a court of last resort to determine the 
appeal. That court, in an opinion by Judge Learned Hand filed in 
March 1945, reversed the judgment of Judge Caffey in three respects. 
It held that Alcoa had monopolized the aluminum ingot market, and 
had practiced an unlawful price squeeze upon independent manu- 
facturers of aluminum sheet. The court held that Limited had en- 
tered into an international cartel agreement, the purpose and effect 
of which was to prevent the importation into the United States of 
aluminum ingot. 

The CuarrMan. Will you state at that point the distinction between 
Limited and Alcoa? 

Mr. Morison. Yes, sir; Mr. Chairman. Limited, of course, was 
organized by Alcoa in Canada, as a holding corporation for aluminum 
interests throughout the world. 

Mr. Hitiines. What was the date of this decision? 

Mr. Morison. This was in 1945 in the court of appeals. This 
restraint on importation, that is, the cartel arrangement indulged in 
by Limited, was obviously designed to aid Alcoa, but the court held 
that Alcoa was not chargeable with the cartel even though a small 
group of stockholders—11 in all—principally members of the Davis 
and Mellon families, owned the majority of stock of both Alcoa and 
Limited. The latter, that is, Limited, was organized in 1928 expressly 
to take over Alcoa’s properties outside the United States, and all of 
the stock of Limited was distributed to the shareholders of Alcoa. 

The court held that “the existence of the same majority in the two 
corporations was not enough by itself to identify the two.”’ There 
was much other evidence, but the court did not regard it as sufficient 
to produce a different result. 

Limited was enjoined from participating in cartel agreements, but 
the Government’s praver that those shareholders who owned shares 
in both Alcoa and Limited be ordered to dispose of one or the other, 
was denied. 

As to Alcoa, the court of appeals ordered that the case be returned 
to the district court for the purpose of determining the relief needed 
after the Government-owned aluminum plants, then under lease to 
Alcoa, should be disposed of. It must be remembered that at this 
time World War II was still in progress, in 1945. 

By August 1945, however, it became clear that Alcoa’s lease should 
be terminated and the RFC gave the required 60-day notice. 

In September 1945 the Surplus Property Board, of which Mr. W. 
Stuart Symington was then Chairman, submitted to Congress a plan 
for disposal of the Government’s aluminum plants to promote compe- 
tition. This report was approved by the Congress and the plan was 
then put into, execution by the Board and was later carried out by 
the War Assets Administration. 
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As a result of these efforts, Reynolds Metals Co., then a very small 
producer of aluminum, acquired first on lease, and later by purchase, 
a substantial group of plants, and another large group of plants was 
leased and later sold to Kaiser Aluminum & Chemical Co 

Each of these companies became highly integrated producers and 
manufacturers of aluminum as a result of acquiring the Government- 
owned plants. Because each company had to face up to Alcoa, each 
was built up in the image of Alcoa, although not nearly as well inte- 
grated. 

The result has been, however, that both Reynolds and Kaiser have 
large fabricating operations which are, so to speak, a captive market 
for their own aluminum production. They consume what they — 

After Reynolds and Kaiser became established, Alcoa continued t 
be, as before, the principal supplier of primary aluminum to non- 
integrated, inde pe oh ‘nt manufacturers of aluminum products, selling 
approximately 80 percent of the domestic primary metal purchased 
by the independent manufacturers. There are about 17,000 such 
businesses in the United States. 

The Cuarrmman. Mr. Reynolds testified that his company only 
sells 6 percent of its primary metal to nonintegrated fabricators, and 
that the balance either goes to the Government or is used by itself. 

Mr. Morison. Yes, sir. 

The CHatrMan. I do not know what Kaiser sells to the independent 
nonintegrated fabricators, but I imagine it is even less than the 6 
percent, if it is any at all. 

Mr. Mortson. I[ think it is about 2 percent, Mr. Chairman. 

The Cu LIRMAN, Two percent? 

Mr. Morison. Yes, sir. It is not more than that. 

The CHarrMaNn. So that in those two compan s which the United 
States Government really set up in business in the sense that they 
did the financing for their coming into being, only 6 percent of the 
entire productivity of Reynolds goes to the independent nonintegrated 
fabricators, and you say that only 2 percent of Kaiser’s prod ction 
goes to the nonintegrated fabricating companies. That is a rather 
sorry state of affairs. 


\ir. Mortson. It is, sir, because it means the dependency of the 


7 
abricators stil remains upon (leoa. 
I 


The CuarrmMan. I understand that there is a long que every day 


= q 
every morning before their ofh es of the independent fabricators ask- 
ing prayerfully for some relief. That is, asking for some slight meas- 
ure of consideration, whereby they can get some primary aluminum to 
keep their plants going and their labor force together 

Mr. Witutis. Who were the parties to the cartel agreement? 

Mr. Morison. By name? 


Mr. Wiuuts. Yes. 

Mr. \MorISON. If the chairman would like it, | WW I] vet the names of 
the companies who were parties lo the cartel we spoke ol 

The CHatrmMan. Is there any military reason why it should not be 
submitted? : 

Mr. Mortson. No. I will be glad to submit it later for the record. 

The CuarrmMan. We will be glad to receive it. 
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(The document referred to follows:) 


ALLIANCE ALUMINUM CoMPANY FOUNDATION AGREEMENT 


Govt. Exhibit 744, 3d July 1931. 
U.S. Dist. Court, S. D. of N. Y., Mar. 10, 1939. 

We, the undersigned, being representatives of the Companies designated in 
clause 4 hereof, hereby accept, in our normal capacity as officers of these Com- 
panies, the terms of the foregoing text to which we append our signatures this third 
day of July, 1931, at 23, rue de Balzac, Paris, subject to such ratification as the 
Companies may require. 

L’ALUMINIUM FRanNcatrs (itself and on behalf of 
Compagnie Alais Froges et margue and Societe 
d’Electrochimie d’Ugine and as owner of one- 
third of Det Norske Nitrid A/S), 

(Signed Lours MAaARLio. 

ALUMINIUM INDuUstTRIE A. G. (NEUHAUSEN), 
(Signed A. Buiocn. 
(Signed) STECK. 

AuLuMINIUM Lr. (for itself and as owner of one-half 
of Norsk Aluminium Co., and of one-third of Det 
Norske Nitrid A/S 9 

(Signed) Epwarp K. Davis. 
ALUMINIUM-WeERK G, m. b. H., BrrreRFELD, 
(Signed) A. Merton. 

British Atuminium Co., Lrp. (for itself and as 

owner of one-third of Det Norske Nitrid A/S), 
(Signed) R. W. Cooper, Chairman. 
(Signed) W. Murray Morrison, Managing Director, 

VEREINIGTE ALUMINIUM WERKE A. G., 

(Signed) Von peR PoRTEN. 


APPENDIX 
The following companies are excluded from the provisions of clause 3: Alluminio 
Italiano, Societa Alluminio Veneto Anonima, Societa Italiana dell’Alluminio, 
Aluminio Espanol, 1/2 Norsk Aluminium Company. 
List of subsidiary aluminum producing Companies referred to in clause 3: 
ALUMINUM Francais 8. A.: l’Aluminium du Sud-Quest, Electro-Metal- 
lurgie du Sud-FEst. 
AuuMINIUM Limrrep: Aluminium Company of Canada, Norsk Alumin- 
ium Company. 
3RITISH ALUMINIUM Company, Limirep: North British Aluminium Com- 
pany, Limited, A/S Stangfjordens Elektrokemiske Fabriker, A/S 
Vigelands Brug. 
VEREINICTE ALUMINIUM WERKE A, G.: Erftwerk A. G. 
(Initialed:) E. K. D., A. M., R. W. C., W. M. M., L. M., &., A. B., V. d. P. 


Mr. Morison. But there was a group of companies throughout the 
world. 

The CuarrMan. I think it will be well to have that. 

Mr. Morison. Fine. 

The CHarrMan. I would like to ask this question, Mr. Morison: 
Your Department is naturally interested in keeping these 17,000 fab- 
ricators in a healthy condition. Will you endeavor to exercise the 
weight of the authority of your office to see to it that in any of these 
new contracts for the construction of aluminum or alumina plants 
with Government aid, a goodly portion of that productivity shall be 
contracted to the nonintegrated fabricators? 

Mr. Morison. I certainly will, Mr. Chairman. Of course, our 
primary emphasis must be where it counts, and that is to see to it 
that you expand properly the aluminum production. That being 
done, I agree with you that any program for the great demand that 
there is for aluminum{and aluminum sheet for both the defense 
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program and domestic needs, that the widest dispersal of that be 
sought; and that means that you do not let these independent pro- 
ducers go out of business. 

I have indicated the proposition, and I am speaking beyond the 
confines of antitrust matters, to the general proposition, but if you 
let labor forces be dissipated who are skilled in the handling and the 
fabrication of aluminum, then you have done a disservice not only 
to the defense effort, but to the whole fabric of our economy. j 

The CHatrMan. I| think it could be stated that if the three existing 
companies are going to go to that extent where they do not allow the 
metal to go to the fabricators, then they are in turn enabled all the 
more easily to become fabricators themselves, and finally we get into 
a situation where we have hardly any fabricators, and then you have 
thoroughly integrated companies, which is a sort of monopoly situa- 
tion which would certainly be down your alley. 

Mr. Morison. Yes, it is. I agree with you 100 percent on that, 
Mr. Chairman. 

Mr. McCuutiocu. Do you know whether any of the foreign com- 
panies which were parties to this cartel agreement have received any 
ECA money, directly or indirectly? 

Mr. Morison. | do not know, Mr. McCulloch, whether that is true 
or not. 

Mr. McCutxocn. Limited is a Canadian corporation, is it? 

Mr. Morison. That is correct. It is a Canadian corporation. 

Mr. McCuutuocnu. It maintains an office in the United States, 
though? 

Mr. Morison. Yes, sir. That is right. 

Mr. Wittts. Where is that decision reported? Do you have that 
citation? 

Mr. Mortson. It is 148 Fed. 2d, 416. 

The CuarrMan. That is the Judge Knox decision? 

Mr. Morison. No, sir. That is the Second Circuit Court opinion, 
which was the court of last resort. The Knox opinion has not as yet 
been reported. It is in the advance sheets. 

In its present form, the industry, with only three domestic producers, 
is the most concentrated of all the Nation’s important industries. The 
very favorable terms on which Reynolds and Kaiser leased, and later 
bought, the Government-owned plants, made it apparent that further 
new producers could not be expected unaided to enter this industry 
and that unless appropriate relief was granted it would remain a closed 
industry of only three producers. 

In selling the Government’s plants, the object of the War Assets 
Administration was to promote competition and not primarily to get 
the highest dollar return, regardless of where and how the plants were 
distributed. The plants which Reynolds and Kaiser acquired were 
bought at such relatively low prices that a new producer could not 
compete if it had to build plants at current construction costs, and 
pay for power to produce aluminum at a price higher than the very 
favorable power costs enjoyed by Alcoa, Reynolds, and Kaiser. 

Mr. McCuttocu. Do you know whether any other company or 
group of men offered as much or more for these Government properties 
as did Reynolds or Kaiser? 

Mr. Morison. I do not know of my own knowledge now whether 
that is true, but I understand that there was one other company that 
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made an offer. However, the terms of that I do not know. I would 
assume, however, that that would appear in the report made by Mr. 
Symington at the time he submitted this plan to the Congress. 

The vast quantities of power needed to produce aluminum made 
prospective power costs, plus current construction costs, a double 
barrier to the introduction of new producers. Over its: long period 
of monopolization, however, Alcoa had secured water-power sites and 
facilities, and had tied up other power sources by long-term water- 
power contracts, some of them running as long as 85 years, and 
expiring in the year 2000. 

Only by divesting Alcoa of some of the fruits of its monopoly did 
there appear to be any prospect of creating a competitive structure 
for the industry and of introducing competitive conditions. But 
before the Government could file a petition for divestiture of some of 
the fruits of Alcoa’s monopoly, Alcoa filed a petition to be discharged 
from the court because it was no longer a monopoly. 

The petition alleged that the creation of Reynolds and Kaiser, who 
at the time held mere short-term leases on some of the Government- 
owned plants, had effectively ended Alcoa’s monopoly. 

Mr. Wiuiuts. You are referring particularly to what suit now? 

Mr. Morison. This is the petition Alcoa filed in the district court 
in the Southern District of New York. 

Mr. Wiis. When? 

Mr. Morison. This was filed in March 1947 

Thereafter, the Government filed its petition requesting divestiture 
of some of Alcoa’s plants and power facilities as the only way in 
which competitive conditions could be established. ‘The petitions 
were tried together before Judge Knox in New York. After extensive 
evidence was introduced over a period of months, the court’s opinion 
was filed in June 1950. 

Mr. Wituts. Do you have the citation of that decision? 

Mr. Morison. Yes. 91 Federal Supplement 333. 

Mr. Wixiuts. What is the title of the suit? 

Mr. Morison. That is United States vy. Aluminum Company of 
America, 

The court dismissed Alcoa’s petition on the merits. It determined 
that the competitive conditions required by law had not been estab- 
lished; that the Government was entitled to further relief; and that 
the Reynolds and Kaiser enterprises had not neutralized Alcoa’s 
monopoly powers and produces conditions which give assurance that 
effective competition will prevail in the future. 

The court decided against present divestiture of plants and proper- 
ties of Aleoa. Although Alcoa possessed duplicate and comparable 
facilities in many departments of manufacture, the court felt that 
aluminum had to compete with steel and copper and in those indus- 
tries Alcoa had to face up to ‘strongly entrenched competitors.” 

The CuatrmMan. Would you say that aluminum, the production of 
which has been a little over a million tons, is a competitor of steel, 
where the production is over 100 million tons? 

Mr. Morison. No, sir. I think that is obviously wrong. That 
would stultify any reality in competition if that were injected into 
our competitive system. 

The CuarrMaNn. Was that pointed out to the distinguished jurist, 
John Knox? 
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Mr. Morison. We have, sir, in the very strongest terms. Judge 
Knox thought that Alcoa might well be weakened by divestiture, and 
that— 


the weakening of any aluminum producers would lessen the buoyancy of the 
industry as a whole. Rightly or wrongly from an economic and social standpoint 


big business in many industries is an actuality and if such enterprises are to be 
subj ected to effective competition their trade rivals must be of somewhat com- 
parable stre eth. 


In addition, the court concluded that smce Reynolds and Kaiser 
had secured their plants at what the court described as give-away 
prices, @ new producer acquiring some of Alcoa’s plants would be at 
a disadvantage so far as capital costs were concerned. Therefore, the 
court det ital to tg to introduce the 1 necessary compe titive 
conditions into the United States aluminum market by constituting 
Limited a fourth producer. 

New facts, warranting an order for the sale of stock by the control 
croup, despite the decision to the contrary by the court of appeals, 
were noted by Judge Knox. 

Now, keep in mind Limited now has lower costs than Alcoa. 

The CuarrMan. How could Limited become a fourth produce r? 
What was the rationale of the remarks of the judge in that respect? 

Mr. Morison. Mr. Chairman, the rationale, as I see it, was that 
since Limited had its roots of control in the United States, that under 
the aegis of the court it could be freed of control, and could be made 
to be truly competitive, and that it had production facilities which 
were capable of expansion; and that freed of common control it would 
then compet te. 

The CuatrMan. But Limited was the holding company, was it not? 

Mr. Mortsen. It is also a producer. It is a holding company 
insofar as the cartel arrangements were concerned of the properties 
elsewhere. 

The CuarrMan. But the companies it holds are under the aegis of 
Alcoa, are they not? ‘Those that they hold in Canada are under the 
vegis of Alean? 

Mr. Morison. No. Limited, that is, the Canadian company, 
owns all of the foreign prope rties. It was set up for that purpose in 
1928, to take and hold all of the holdings outside of the United States. 

The Cuarrman. When the judge speaks of a fourth entity for the 
purpose of competition, he means Limited, since it holds property 
outside the United States, would become the fourth competitor? 

Mr. Morison. That is right. You must keep in mind Limited 

producer itself in Canada and has extensive properties in Canada. 

Mr. Writs. Does Limited own plants outside Canada? 

Mr. Morison. Yes. 

Mr. Wiuuis. Where? 

Mr. Morison. In practically every country of the world where 
you find bauxite—Europe, India, Indonesia, British Guiana, and all 
over the world. 

Mr. McCuttocn. It is not a producer in the United States of 
America, is it? 

Mr. Morison. No, sir. It is not. 

Now, keep in mind Limited now has lower costs than Alcoa. That 
is, general costs. Parenthetically it should be noted that Alcoa has a 
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mill cost advantage over Reynolds and Kaiser of about 1 cent a pound. 
That is Alcoa in the United States. 

Mr. Wits. Repeat that, please? 

Mr. Morison. First I pointed out that Limited has a lower cost 
than Aleoa. Secondly, Alcoa has a l-cent advantage costwise over 
Kaiser and Reynolds. 

Mr. McCuttocnr. Why? 

Mr. Morison. That is a pretty complicated answer, Mr. McCul- 
loch. I do not know whether I am qualified to say it. I am stating 
it as a fact, upon the reliable source of information that comes from 
the economists and the people who have studied this industry. I 
would say largely it can be related to these facts: First, the ownership 
is strategically located from the point of view of transportation costs 
and of rich bauxite deposits; second, the negotiation over the years of 
long-term electric power contracts. ‘The ownership, purchased with 
foresight over a great number of years, of the power sites for future 
development. All of those have resulted in giving it, plus its high 
integration, and its location near to markets—all those have con- 
tributed to give it a tremendous cost advantage which results in this 
case, as I have stated, in a l-cent advantage over both Kaiser and 
Reynolds. 

Mr. McCuttocn. We want to be very careful not to penalize that 
foresight and that good management which made those favorable 
contracts, though, would we not? 

Mr. Morison. I do not know that you would call it penalizing the 
foresight. No, sir. They have enjoyed the advantages of their 
foresight and, as a result of that, they have even made stronger their 
present dominance and position. ‘These are things, of course, as we 
pointed out in our case—in the case we tried—these ar@ some of the 
fruits of that monopoly. 

The CHArrMAN. It was a 90-percent monopoly too, was it not? 

Mr. Morison. Yes, sir. That is correct. 1 do not think a penalty 
against foresight is quite the way I would look at it, Mr. Congressman. 
I would say to the extent that this advantage, which is a fruit of their 
monopoly, prevents, destroys, and makes impossible competition, 
then it, like any other fruit of monopoly, must fall. 

Mr. McCutuocu. If it be without question a fruit of monopoly, 
then possibly you are right. If it be not the fruit of monopoly which 
brings about the result, then I do not know that I would agree with 
your conclusion. Are we not going to be faced with this position 
under the economic conditions with which we have been faced in 
America for a decade or two, with uncontrolled inflation: That every 
new enterprise will be faced with competition which it will be difficult 
to meet if we are going to measure final end results and costs by the 
cost of the installation that may be over in time? 

Mr. Morison. I am trying to follow that, Mr. Congressman. I 
proceed, as I must proceed, from the Sherman Act philosophy. It 
is very simple. If an older plant is found to be a monopoly, as long as 
the Sherman Act is on the books, I do not think we ought to be con- 
cerned with the morality of what happened. I think that is nonsense. 
We are looking at an economic fact and a result. 

Now if, in fact, and in truth, monopoly exists—however it came, 
whether it came out of just business motives or not—if it is, in fact, a 
monopoly that effects a restraint of trade and bottles it up with all of 
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the economic consequences which are condemned by the Sherman Act, 
then we must condemn it just as by the same token in a free situation, 
where there is not monopoly, two competitors are trying competitively 
to get ahead, one over the other, and the effects of that competition 
may be that the foresight of one of them is superseded by the tech- 
nology of the other; but that is a part of the process of the market 
place. 

Mr. McCuttocu. I just want to say this further: I wonder if in 
every instance it will serve a good public purpose to condemn that 
condition of which you speak merely by reason of a present condition 
which you find. Ultimately are we not interested in this: Providing 
the most goods and services to the people of America at the lowest 
possible price? 

The CuarrmMan. Provided that there is no monopoly. 

Mr. Morison. I think the chairman has answered it the way I 
would answer, provided it does not effect a monopoly and a restraint 
of trade. I would like to come back to it. My difficulty, Mr. 
Congressman, is that I want to answer you right on point, and I do 
not want to deviate a minute, but we are talking in general terms. 
[ am not a theorist in antitrust matters. I am a very practical 
lawyer. I believe firmly in the philosophy of antitrust. I believe it 
has proven its vitality in the American economic system over the years 
as one of the most important single things that this country has ever 
done for itself. 

The tragedy of the other side can be seen any time you go to Europe. 
The tragedy of what happened in England is apparent to any who 
will look. 

As I say, I do not want to get into the theory of all this, and I would 
like to come back to where we started on this. That is the question 
where I said that frankly I did not know all of the economic facts 
because I am not an economist or an engineer, as to how it is that Alcoa 
has this l-cent advantage in price over these two producers, We 
tried to create competition against the company that dominated the 
production of aluminum—a most important metal for our country 
and its future in the development of its technology. With that sort 
of an advantage how can one say that there is any comparable com- 
petition in the industry? 

Now, you may ask, how can Kaiser exist with that advantage 
against him? The answer to that is that both Kaiser and Reynolds 
consume virtually all of the aluminum that they produce, and they 
can pass it on in their products to the purchaser. 

Does that answer your question, Mr. McCulloch? 

Mr. McCuntiocn. | guess so. By way of repetition, without 
obviously condemning the antitrust laws which have been so effective 
in so many instances, I think the end result of competition is to pro- 
vide goods and materials at the lowest possible cost to those who will 
consume it; is it not? 

Mr. Mortson. That is a loaded question, Mr. McCulloch, 
because as I say, I do not think it is my place as head of the Antitrust 
Division to concern myself primarily with the question of whether or 
not there can be, as you suggested, a benovolent monopoly. Why 
do I say that? I say that because you, Mr. Congressman, as a 
Member of this Congress, still have on the statute books which you 
have required me to enforce, the Sherman Act. 
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The Sherman Act does not say, ‘a benevolent monoply shall be 
permitted.”’ It says, “Monopoly and the restraint of trade is con- 
demned.”’ If that philosophy is wrong in the wisdom of the Congress, 
then you may want to change it. I do not think you do. 

The CHarrman. Is it not a fact that when Reynolds and Kaiser 
went into the field the price of aluminum dropped? 

Mr. Morison. Oh, ves, Mr. Congressman. 

The CHarrMan. That showed the competition. 

Mr. Morison. You can go into hundreds of cases in which the 
fruits of this thing are shown. 

The CHarrMAN. There is no question but that the price of aluminum 
dropped when they had new producers in the aluminum industry? 

Mr. MorIsoN. Richt; and our hope is the further you encourage 
competition, the more prices become lower, and you spread the benefit 
of the product mm a wider distribution. 

Mr. Wiiurs. You say you urged on the Court your theories of the 
fruits of competition, so I suppose the issue is drawn in the decision. 

Mr. Morison. Yes, sir. 

Mr. Winuis. Now, what was the end result of that decision? Did 
the judge agree with vou, or disagree with you? 

Mr. Morison. The judge did not in his opinion agree with us or go 
to the point of relief that we asked for, Mr. Congressman. On the 
contrary, the judge said, no, that he thought divestiture, as 1 have 
indicated, was improper at this time. Although, keep in mind that 
he reserved for 5 years this case, giving the right to the Government 
to come back for further relief. 

As I pointed out, you will recall that he said his reasoning back of it 
was that aluminum should be taken into account to compete with 
other metals, like steel. Therefore, if you effected a divestiture you 
weaken the aluminum competitor of steel. 

Now, he adopted this intermediate plan, by which he reversed in 
effect the court of appeals and said that there must be some relief to 
separate Limited from Alcoa, and I was about to develop what worked 
out from his idea on that. 

The CHarrMan. With reference to steel competing with aluminum, 
or aluminum competing with steel, what is the market price of steel 
today? 

Mr. Morison. I do not have any idea. 

The CHarrMAN. Let us say a pound. What is it? 

Mr. Morison. It is over $100 a ton. It is way up. 

The CHarrMan. What is the price of aluminum? 

Mr. Morison. Eighteen cents a pound. 

The CHArrMAN. So that it is far higher than steel in cost? 

Mr. Morison. Oh, yes. Of course, the aluminum uses and steel 
uses—where they could compete is such a very narrow field. 

The CuarrMan. There is one other point that must be cleared up, 
as far as 1 am concerned, at least. 

You stated generally Alcoa has lower costs due to transportation 
advantages and power advantages, and so forth. Does it follow that 
they are passing on that advantage to consumers? 

Mr. Morison. No, sir. The price is the same. It has remained 
rigid. 

The CHarrMaNn. Regarding the future, under existing conditions 
will Alcoa, as far as you know, always be able to sell aluminum 
cheaper than other companics? 
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Mr. Mortson. Certainly much cheaper than any of the present 
American integrated companies. 

Mr. Hiturnes. Mr. Morison, I do not wish to challenge your dis- 
tinguished ability as an attorney, or the experience you have had 
and on your understanding and interpretation of the Sherman Act. 

Mr. Morison. Yes, sir. 

Mr. Hixiines. However, I find it difficult to agree with your view 
that morality is not involved in these things, and particularly in the 
question of monopoly. I think morality is very definitely involved, 
and I think it was almost a question of morality that led to the 
development and passage of the Sherman Act. 

I think in determining whether or not a monopoly does exist, and 
whether or not competition has actually been stifled in his particular 
industry, we must also consider moral questions. It is a moral 
question, it seems to me, as to whether the American taxpayers should 
subsidize certain other companies coming into the aluminum field, 
which was in effect what we did in the case of Kaiser and Reynolds. 
The Federal Government itself stepped In, and by a subsidy In one 
manner or another, enabled these companies to enter the field 

I think that is a question of morality. I think it is a question of 
morality whether we do want to penalize good management and 
foresight in the development of a future organization that is going to 
provide us with a very essential item, particularly at this time of 
great national emergency. 

Il think all of those things are definite questions of morality, and 
I think that to say that monopoly exists purely on the basis of the 
- 
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ct. that up until the present time a number ol other companies have 


not entered the field, Is beveing the question, and I would hat Lo 
think that vou and the other gentlemen who ar empowe! d with 
enforcing the purposes and the mtent of the Sherman Act would be 


guided solely by something other than the question of morality, 


because I think it definitely 1s involved 
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must be done with the fruits of monopoly that ocew | do not 
hin! that 1 ¢ are in th bus - ot trving to esta lish 
rmarily whether the thine was moral irom a social point ol view or 
| ] +} oat | * — ; , 
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to produce more, cheaper, and distribute it widely 
If you want to brand that as a social and economic immoral LY, I 
am for you; but I think it is nonsense to be troubled over whether the 
une is moral or not, becaus« what we are after as lawyers trying to 
Interpret and carry out the Sherman Act, is to see to it that these 
economic bottlenecks are not permitted to occur to the detriment of 
the American people. 
Just to take an example, the chairman of this committee mentioned 
ee 7 


something that I think is significant. He commented upon the ste 
industry. He used a report made by Fort, Bacon & Davis, one of the 
largest engineering firms in this country. They had made a very 


careful survey of one of the largest steel enterprises in this country 
and the record will show that he testified over and over again what 
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happens to a company that gets so big that it does not have the 
resiliency to go out into the market place and fight competitively, 
which, as I understand it, is the soul of America’s great success In 
economic enterprise. He said time and again they were too slow to 
get into the cold-strip process. They were too slow to take ad- 
vantage of the opportunities they have from their size and trans- 
portation. They were too late. There were about 10 basic and 
fundamental ideas. 

Now, what does that mean to the consumer? 

The CuarrmMan. Mr. Morison, forgive me, but I think we are a 
little far afield. We are not on steel now. I do not want to cut off 
this very interesting discussion, but we are on aluminum, and I do 
hope we will keep on being on that subject. 

Mr. Hitiines. May I make one brief observation? As I think the 
record shows, we have had a lot of discussions and comparisons as 
between steel and aluminum. I do not think it is fair to try to make 
a comparison between the two industries in that steel has long been 
established as a basic industry in this country, and in the world, for 
that matter; whereas, it is my understanding, based on what I have 
learned so far in these hearings, that aluminum is a comparatively 
new metal insofar as big industry and wide usage in this country is 
concerned. Much of the development of aluminum for the uses it is 
now being accepted for have been fairly recent, and it does not have 
the history and the long experience of the steel industry behind it. I 
did want to make that observation. 

Mr. Morison. Yes, sir. 

To continue, Mr. Chairman, I was remarking about the fact of the 
difference in price advantage of both Limited and Alcoa. 

Limited has transportation cost advantages over all three United 
States producers in the important Northeast markets. 

Limited is today much larger than Alcoa, and its Canadian prop- 
erties exceed by far the productive capacity of Alcoa’s plants. 

Mr. Wiuuis. How does it compare with Alcan? 

Mr. Morison. Limited owns Alcan. 

Mr. Wits. I see. 

Mr. Morison. Judge Knox concluded that if the common control 
of Alcoa and Limited was eliminated then 

It is very possible, and even probable, that there will be introduced into the 
domestic market a rival that is fully worthy of Alcoa’s steel. 

The court recognized that a number of possible future developments 
could subvert the purpose of the court and stated that such develop- 
ments could not fully be anticipated. By way of example, it referred 
to a possible increase in tariff rates which might preclude Canadian 
competition in the United States. On the other hand, the court 
recognized that the competition of Limited might prove so severe as 
to impair the prospects of Reynolds and Kaiser, and thus impair 
rather than improve the present conditions which the court found not 
to be in harmony with the Sherman Act. 

Therefore, in directing that the common control of Alcoa and 
Limited be ended by sale of stock in one or the other of the two com- 
panies, the court merely denied for the present the Government’s 
prayer for divestiture of plants, and retained jurisdiction over Alcoa 
for 5 years to enable the Government to apply for further and more 
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complete relief if the stock disposal plan did not achieve a condition of 
effective competition. 

Alcoa and some of its officers and directors who are defendants were 
directed to bring in a plan. The defendants, with the exception of 
Edward K. Davis, elected to sell their shares in Limited. The court 
required Mr. Davis to surrender the voting rights to trustees appointed 
by the court. In addition, some nondefendants, principally members 
of the Mellon family, agreed to submit to the jurisdiction of the 
court and sell their Limited stock. Altogether this comes to 1,292,000 
shares out of 3,700,000 shares issued and outstanding. The rest of 
the stock of Limited is widely distributed among 5,000 stockholders. 
Canadian citizens own but 500,000 shares. 

In addition, the plan proposed that some members of the Mellon, 
Davis, Hunt, and Duke families, not defendants in the case, who own 
stock in both companies, need not sell any of their shares, but that 
the voting rights of their shares of Limited would be passed to the 
trustees to be appointed by the court. These totaled almost 500,000 
shares. 

On January 16 the court entered final judgment, adopting the plan 
with some modifications as to procedural matters which the Govern- 
ment had argued were essential. 

The plan provides that the voting rights of the stock which is to be 
sold shall pass to three trustees, together with the voting rights of the 
stock which becomes nonvoting, Altogether this imvolves 51.6 
percent of the total shares issued and outstanding, and provides for 
the trustees a basis for exercising control over Limited. 

Mr. Witurs. Do I understand that American capital owns most of 
the stock of Limited and thus of Alcan? 

Mr. Morison. Yes, sir. 

Mr. Wits. And also of Alcoa? 

Mr. Morison. Yes, sir. It is a common control situation. Mr. 
Congressman, in which 11 stockholders dominate both Alcoa and 
Limited. They own the control of both. 

Mr. Bryson. Of those 11, how may are citizens of the United 
States? 

Mr. Mortson. All of them, as far as I know. 

To continue, the plan contemplates 

The CHarrmMan. The Supreme Court has not decided the case. Is 
that correct? 

Mr. Emmercuick. That is correct, Mr. Chairman. 

Mr. Morison. The plan contemplates that they or their designees 
will become members of the board of directors following the next 
meeting of Limited in April of this vear. The trustees are Donald 
K. David of Boston, dean of the Harvard School of Business Ad- 
ministration; John L. Sullivan of Washington, D. C., formerly Sec- 
retary of the Navy; and Chemical Bank and Trust Co. of New York 
City. The 1,292,000 shares to to be sold in 10 years and the trustees 
are to continue in office until disposal is made. 

The CuarrmMan. Was there any limitation on the disposal? 

Mr. Morison. Yes, sir. 1 am coming to that, Mr. Chairman: 
300,000 shares are to be sold in the first 3 years, and 200,000 shares 
in the next 2 years. These provisions and others are intended to 
afford an opportunity for establishing a new independent working 
control group well before the expiration of the 10 years. 
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The stock may be sold at private or public sale, and any sale to 
the same person of 50,000 shares or more, either by itself or when 
accumulated with prior sales, cannot be consummated until notice 
is given to the Attorney General, who may apply to the court to 
prevent the sale if it can be established that the sale will not be in 
conformity with the objectives of the judgment. 

The obligation to sell 500,000 shares in the first 5 years is contingent 
upon the existence of reasonable market conditions for an appreciable 
and adequate portion of the 5-vear period. 

All of the persons obligated to sell stock are directed to submit 
quarter-yearly reports to the trustees, indicating the sales made, and 
in the case of private placements, the names of the persons to whom 
sale has been made, and other matters. The plan contains numerous 
injunctive provisions to guard against defeat of its purposes. But it 
is not a certainty that the plan will succeed in establishing competitive 
freedom for Limited. 

The CuatrMan. There is no control then on the sale of any block 
of stock of less than 50,000 shares? 

Mr. Morison. That is correct; until it becomes cumulative of 
50,000 shares in any one person’s hands. 

The CuatrMan. But less than that 50,000 could be sold to members 
of a family? Would a family unit be considered in the aggregate? 

Mr. Morison. No. None of the families of the 11 can be in that 
position. 

The CHarrMan. But any group of men could get together and each 
buy less than 50,000, could they not? For instance, 20 men could 
get together in an active unit and each buy less than 50,000, and that 
would not be considered in the aggregate, would it? 

Mr. Morison. That is correct. 

The CHatrMan. Why was that hiatus left in t 

Mr. Morison. That was the best that we could get, some of the 
principal holders being nondefendants and merely coming in and 
submitting to the jurisdiction of the court. 

The CuHarrMan. Why was the jurisdiction left in the court for 5 
years? The period of divestiture of the stock as indicated was for 
the duration of 10 years. After 5 years the court loses jurisdiction. 

Mr. Morison. The 10-year period, Mr. Chairman, was urged as 
the most favorable and reasonable period in which a block of stock 
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of this size could be disposed of. It was what you would have to 
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have for a proper disposition of it. I think the retention of jurisdic- 
tion by the court for 5 years does not mean that the court will divest 
itself of its jurisdiction and enter a final judgment within 5 years, if 
this plan is not perfected. 

The CuHatrMan. Would the jurisdiction of the court be at an end 
in 5 years? 

Mr. Morison. It could be extended. If there were good reason 
shown the court could extend it for a further period of time. 

The CuatrMan., Is that also in the decree, that it can extend its 
jurisdiction? 

Mr. Morison. No, sir. This is an equity proceeding, however, 
Mr. Chairman, and if it could be shown that by reason of the 10-year 
period of disposition and by reason of the further fact that the com- 
petition conditions sought by the court through this plan were not 
operating, then I am quite sure it could be extended. 
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The CHarrMan. That is under the general equity jurisdiction of 
the court? 

Mr. Morison. That is right. 

The CuairMan. But specifically its jurisdiction is technically at an 
end at the end of the 5 years which it has consumed in awaiting the 
decree? 

Mr. Mortson. There is no bar under the equity rules, Mr. Chair- 
man, to the court for good cause shown, extending its jurisdiction 
and retaining it for a further period. 

The CHatrMan. Does the Government intend to appeal the case? 

Mr. Morison. We very seriously studied the problem of whether 
or not we should take an appeal from Judge Knox’ opinion, because 


we are, as I have indicated, certainly not satisfied. <A little further 
on, Mr. Chairman, I would like to develop what we think about it, 
if I may. 


The CHarrmMan. I am orith 
Morison. I just said that it is not a certainty that the plan 
will succeed in establishing competitive freedom for Limited. 
It could do so, but it could fail to do so either because it does not 
attract a new independent working control a to supplant the 


existing control, or because the ph an is subve rted | some action of 
one or more of thi parti s boun | by if 

Until at least it is seen that a new abi | control group with 
holdings of sufficient size is firmly established, it cannot be said that 


the requisite competitive conditions, found by the court not to exist, 
have become established. In view of all these facts that I have 
recounted—and they are just an outline of the situation—it is the 
Department’s view that the proper enforcement and application of 
the antitrust laws requires that the United States, in seeking to 
create additional aluminum producing facilities, should direct that 


aid so as to increase both in numbers and strength the domestic 
aluminum production industry, in order further to promote competi- 
tion and an industrial structure which ap proaches more nearly to a 
competitive one than the existing three-producer domestic industry 

But care must be taken not to further intensify and reinforce the 
extraordinary concentration in the domestic industry by confining 


the Government’s assistance to the three prese mt inte: rrated producers 

A number of new producers should be a major « 
who will provide competition with Alcoa and a 
Kaiser, and amon? themselves. The present and prospective needs 
for additional productive facilities, to create which Government 
assistance can be provided, present the onlv kind of situation in which 
there would be any hope to get new producers into the domestic 
industry, for Ale maa, Reynolds, and Kaiser all have capital structures 
which refleet such assistance through tax amortization or other means 


biective. producers 
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lso with Reynolds, 


of financial benefit. 

This unique opportunity should not be lost, when we are seeking 
additional capacity. The Government’s future assistance should be 
channeled primarily to create additional producers who will introduce 
competition both in production and in research, with the multiform 
benefits which will flow from such an enlargement of the domestic 
industry. 

The CuarrmMan. I should like to place in the record at this juncture 
the directorships held in other companies by the directors of Aluminum 
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Co. of America, Aluminium Ltd., and Aluminum Co. of Canada, Ltd., 
in 1950. 

I am not going to read all the names of the directors and their 
affiliations in other companies. I simply take time out to indicate, 
for example, that George R. Gibbons, a director of the Aluminum Co. 
of America, is likewise a director of the St. Lawrence River Power Co., 
of which he is also president. He is a director of the Knoxville Power 
Co., a director of the Cedar Rapids Transmission Co., Ltd., and of 
the Alcoa Power Co., Ltd. 

Another director, George James Stanley, is a director of the Alumi- 
num Co. of America; is likewise a director of the St. Lawrence River 
Power Co., and the Massena Securities Corp., which I understand is 
a holding company for power company stock. He is a director of the 
Alcoa Power Co., Ltd., and the Knoxville Power Co., and so on, and 
so forth. 

I offer that for the record. 

(The document referred to follows:) 


Drrecrorsuips HeLp IN OTHER COMPANIES BY THE DiREcTORS OF ALUMINUM 
Co. or America, ALUMINIUM, Lrp., AND ALUMINUM Co., or CaNapba, Lrp., 
IN 1950 4 

ALUMINUM CO. OF AMERICA 


1. Arthur Vining Davis, chairman of the board, Aluminum Co. of America 
Melion National Bank & Trust Co., member of the executive committee. 
Canada Life Assurance Co. 
Bucyrus-Erie Corp. 
American Brake Shoe Co. 
Hotel Waldorf Astoria Corp. 
2. George R. Gibbons, director, Aluminum Co. of America 
United States Aluminum Co., president. 
Aluminum Cooking Utensil Co. 
Union Barge Line Corp. 
St. Lawrence River Power Co., president. 
Knoxville Power Co. 
Carolina Aluminum Co., president. 
Aluminum Seal Co. 
Massena Securities Corp., president. 
Cedar Rapids Transmission Co., Ltd. 
Aleoa Mining Co. 
Kensington, Ine. 
Fidelity Trust Co. 
Alcoa Power Co., Ltd. 
3. Alfred M. Hunt. Not listed in source. 
4. Roy Arthur Hunt, president, Aluminum Co. of America. 
Mellon National Bank & Trust Co., member of the executive committee. 
National Union Fire Insurance Co. 
Pittsburgh Testing Laboratory. 
5. Richard King Mellon, chairman of the board, Mellon National Bank & Trust 
Co. 





Westinghouse Air Brake Co. 
Mellbank Corp., president. 
Union Switch & Signal Co. 
Gulf Oil Corp. 

Pennsylvania Railroad. 
Pittsburgh Plate Glass Co. 
Koppers Co., Ine. 
Penn-Pittsburgh Corp., president. 
General Reinsurance Corp. 

T. Mellon & Sons, president. 
Pennsylvania Co. 

North Star Reinsurance Corp. 
General Motors Corp. 











STUDY OF MONOPOLY POWER 223 


6. George James Stanley, director, Aluminum Co. of America 
Aluminum Cooking Utensil Co. 
Aluminum Seal Co. 

St. Lawrence River Power Co. 
Massena Securities Corp. 
Alcoa Power Co., Ltd. 
Aluminum Colors, Ine. 
Carolina Aluminum Co. 
Knoxville Power Co. 

United States Aluminum Co. 

Irving W. Wilson, senior vice president and director, Aluminum Co. of America 

leoa Power Co., Ltd. 
Aluminum Seal Co., Ine. 
American Magnesium Corp., president. 
Carolina Aluminum Co., president. 
Cedar Rapids Transmission Co., Ltd. 
Knoxville Power Co. 
Republic Carbon Co. 
St. Lawrence River Power Co. 
U.S. Aluminum Co. 
Aluminum Colors, Ine. 
Kensington, Ine. 
Massena Securities Corp. 
Cedar Creek Co., president. 
Lavaca Pipe Line Co. 
8. R. E. Withers. Not listed in source. 


ALUMINIUM LIMITED 


1. Earl Blough, vice president and director, Aluminium Limited. No other 
directorships listed. 
2. Nathanael V. Davis, president and director, Aluminium Limited. 


i— Aluminium Co. of Canada, Ltd. 
3. James Atwood Dullea, vice president, secretary, and director, Aluminium 
Limited. 


Aluminium Co. of Canada, Ltd. 
Saguenay Power Co., Ltd. 
4. Elmer George MacDowell, vice president, Stand Corp. 
Aluminium Limited. 
Aluminium Union, Ltd. 
Aluminium Laboratories, Ltd. 
Aluminium Co. of Canada, Ltd. 
5. Leighton Goldie McCarthy (K. C.). 
Canada Life Assurance Co.! 
National Trust Co., Ltd., chairman of board. 
Toronto Savings & Loan Co., chairman of board. 
Central Canada Loan & Savings Co. 
Union Carbide Co. of Canada, Ltd. 
Canadian National Carbon Co., Ltd. 
Prest-O-Lite Co. of Canada, Ltd. 
Dominion Oxygen Co., Ltd. 
Electro Metallurgical Co. of Canada, Ltd. 
Bank of Nova Scotia. 
British American Assurance Co. 
Western Assurance Co. 


6. Edwin J. Mejia, vice president and director, Aluminium Limited. 
Aluminium Co. of Canada, Ltd. 
7. George O. Morgan, vice president and director, Aluminium Limited. No 


other directorships listed. 

8. Ray E. Powell, president and director, Aluminum Co. of Canada, Ltd. Not 
listed in source. 

9. Paul La Roque, Aluminum Secretariat Limited. Not listed in source. 


! Arthur Vining Davis, Aluminium Co. of America, is also a member of this Board of Directors. 
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ALUMINIUM CO. OF CANADA, LTD. 
(Subsidiary of Aluminium Limited) 


1. Dana T. Bartholomew, Aluminium Securities, Ltd. Not listed in source. 

2. Nathanael V. Davis, president and director, Aluminium Limited. See 
Aluminium Limited. 

3. James Atwood Dullea, vice president, secretary and director, Aluminium 
Limited. See Aluminium Limited 

4. Elmer George MacDowell, vice president, Stand Corp. See Aluminium 
Limited. 

5. Edwin J. Mejia, vice president and director, Aluminium Limited. See 
Aluminium Limited. 

6. Paul La Roque, Aluminium Secretariat Ltd. See Aluminium Limited 

7. Ray E. Powell, president and director, Aluminum Co. of Canada, Ltd. See 
Aluminium Limited. 

8. J. Alex Prud’homme, executive vice president, Aluminum Co. of Canada, Ltd. 
Not listed in source. 

9. H. H. Richardson, Aluminium Laboratories Ltd. Not listed in source 


Source: Poor’s Register of Directors and Executive United State ind Canada, 195 Standard and 


The CuarrMan. Also, I offer an excerpt from the Seventh Annual 
Report of the New York State Power Commission, and I will read 
just a few paragraphs. This appears on page 41 and is entitled 
“The Aluminum Co.” 

The Aluminum Co. of America has participated in every power development of 
importance available in the outflow of the Great Lakes-St. Lawrence Basin. 
Where the Aluminum Co. could get its way, the development went forward. 
Where the threat of public development assured the possibility of competition 
with its power and aluminum monopolies, the development was blocked 


The Aluminum Co. was at hand to collaborate in the first major development 
at Niagara Falls. Its own generators attached to the wheels of the Hydraulic 
Power & Manufacturing Co. took the bulk of the company’s early output under 
contracts which prohibited sale of Niagara power to any other producer of 


aluminum, 
rhe Aluminum Co. was at hand to collaborate in the initial « 
Shawinigan Power & Manufacturing Co. on the St. Maurice tributary of the 


levelopment of the 


St. Lawrence River Here again it installed its own generators, apparently under 
a similar arrangement which guaranteed its exclusive right to Shawinigan power 
for the manufacture of aluminum. The Shawinigan Co. gvrew to become the 
center oF a web controlling the major power systems ol! the Province of Quebec 
including Quebee Power Co., Montreal Light, Heat & Power Consolidated and 
its subsidiaries Cedars Rapids Power & Manufacturing Co. and Beauharnois 


Light, Heat & Power Co. 

There is a schedule attached to this report, the seventh annual 
report of the New York Power Commission, which indicates the rela- 
tionship between international power, particularly along the St. 
Lawrence water shed and its resources, with the Aluminum Co. of 
America and Aluminium Limited. It clearly indicates that there is 
a very definite and secure hookup between those aluminum companies 
and the Montreal Light, Heat & Power Co.; the Shawinigan Water 
& Power Co.: the Quebec Power Co.; the United Securities; the 
Gatineau Power; the Canada Life Assurance—which apparently holds 
large quantities of stock in power companies; the Niagara Hudson 
Power Co.; Consolidated Edison; International Power Securities and 
the Pennsylvania Water & Power. 

[ offer this portion of the report of the New York Power Commission 
in the record. 
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(The document referred to follows:) 
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The CHarrman. Now, is — any other question? 

Mr. VW ILLIS. | would like to ask a con iple. As I understand il the 
testimony here is that | jntited owns or controls Alcan‘ 

Mr. Morison. That is right. 

Mr. Wiiuis. I understan¢ d the same stockholders who own Limited 
likew wise own or control . leoa ? 

Mr. MorRISON. Yes, sir. 

Mr. Wixuis. | further understand according to your testimony these 
stockholders are by and large citizens of the Uuited States? 

Mr. Morison. They are. Yes, sir. All of the 11 dominant one 
are. 

Mr. WiLuIs. And the principal ones al : Mell 10n family ? 

Mr. Morison. Mr. Davis and his oat Tay Qs the Mellon family; 
Mr. Hunt and his family; and Duke. Those are the four principal 
ones, 

Mr. Wituis. Can you give us the reason for this flight of capital 
from the United States to Canada? 

Mr. Morison. I cannot, Mr. Congressman, except that I can look 
at it from the point of view of the industrial situation—the furthering 
of the industrial situation of Alcoa. There was a threat that ther 
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would be production of aluminum competitively in other countries. 
Wherever there is bauxite and electric power, aluminum can be pro- 
duced. Let us leave out, for the moment, the question of patents, 
and so forth. 

In all, it would seem to me—and I am surmising this—in order to 
protect Alcoa in the United States, Limited was established, and was 
established not only to be a producer of aluminum in Canada, but also 
to take over all of the holdings in the world-wide empire of aluminum 
and to prevent, by that holding, any competition with Alcoa in the 
United States, 

Mr. Wiuts. I have just two more questions. Do you think it is 
reasonable to assume that these stockholders influenced the ecision 
to build the Shipshaw plant in Canada durit ¢ the last vear‘ 

Mr. Morison. I do not have any opinion about that, Mr. ( ‘ongress- 
man. Let me make it clear here - 

Mr. Wiiuts. Would it be reasonable, without something to the 
contrary, to assume that they had something to do with it? 

Mr. Morison. That is richt. I want to expla n the limitations on 
what I say. It was only during the last month I was named head of 
the Antitrust Division. I did not partic ipate in this cas¢ 

The Cuarrman. Mr. Emmerglick can supply the information. 

Mr. Mortson. Mr. Emmerglick, who did try that case, can prob- 
ably give you the answer, I am sure. 

Mr. Wixuts. That is my final question, and I would like to have 
vour thoughts on that. Am I correct in assuming that these stock- 
holders must have played a part in the United States financing ~ 
the Shipshaw plant in Canada during the last war? We have had 
some complaints about misguided judgment in the location of the 
Shipshaw plant. 


TESTIMONY OF LEONARD J. EMMERGLICK—RESUMED 


Mr. Emmerauick. A number of the agencies of the United States 
Government have that opinion and have expressed that opinion. 
That is the view of cap Antitrust Division. Our view is buttressed, 


I should say, by what we find to be a very considerable assistance to 
Aleoa by Limited in other ways—in the sale of aluminum, for example 
into the United Stat pd 


When aluminum is oF oe Aleoa can find an adequate sup] f 
aluminum from Limited, but very little aluminum can be acquired 
from Limited by Reynolds, Kaiser, and the nonintegrated producers 


in the United States. Just last year about 70 percent of Limited’s 
metal which was shipped to the United States went to Alcoa. 

That pattern of distribution of its p1 vita ts here, carried on over a 
period of years, points also in the direction of a very keen and earnest 
aware nees of this small group as to where their interests rest. So, it is 
reasonable to expect that the Shawinigan devel pment was motivated 


with thei ar ag ‘Ip. 
Mr. Wituis. Now, in this emergency they have under consideration 
plant out on the west coast of Canada, in British Columbia, and | 
would say that the same assumption applies there—that whatever 
has gone on, these United States citizen stockholders must have 
part in this plan. 
Mr. Emmercuick. Mr. Congressman, if you own stock in two large 
corporations, one Alcoa and one Limited, your principal interest 1s 
that your dividends come from one or the other. If business goes to 
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one or the other, it does not make much difference. It would only 
hurt you if business went to Reynolds, or Kaiser, as far as your divi- 
dends are concerned. I suppose stockholders owning stock in both 
companies would just as willingly have Limited expand as Alcoa, 
a; far as their dividends are concerned. 

Mr. Wiuuts. I suppose we will be told we must be cautious in these 
hearings not to offend our friends in Canada. What I was leading up 
to is, they have to realize that our own folks here are behind all of this 
thing, and we should not pay too much attention to them. 

Mr. EmMereuick. You will find that less than 500,000 shares out 
of 3,700,000 are owned by citizens of Canada, 3,200,000 shares are 
owned by citizens of the United States, and of those more than half 
are owned by these four family groups. They are to be sold under 
this plan. 

The Cuarrman. Who is the chairman of the board of Alcoa today, 
Mr. Emmerglick? 

Mr. Emmerauick. The chairman of the board is Mr. Arthur V. 
D. LV is, 

The Cuarrman. Who is the president of Aluminium Limited, the 
Canadian company? 

Mr. Emmerauicx. The president of Limited is Mr. Nathanael 
Davis, his nephew. 

TheCuHarrmMan. Whois the former president of Aluminium Limited? 

Mr. Emmercuick. The former president was Mr. Edward K. Davis, 
the brother of Arthur V. Davis. 

The Chairman. What is the relationship between the Davises? 

Mr. Emmercuicx. Nathanael Davis is the son of Edward K. 
Davis, and Edward and Arthur V. are brothers. 

The CHairMAN. So the Davis brothers were in operation and con- 
trol of Alcoa and Aluminium Limited and the Aluminum Co. of 
Canada? 

Mr. Emmerauick. That is correct. When Limited was organized 
in 1928, Mr. Edward K. Davis was sent up there to head up the 
company, and the two brothers there operated at the topmost posts 
in these companies until Mr. Edward K. Davis’ retirement a few 
years ago. His son at that time took over the presidency of Limited. 

The CHarrMan. Regarding this decree of Judge Knox—and what 
I have to say I do not want to have any implication drawn from that 
might militate against the very sterling character and exceptional 
ability of Judge Knox, because we might differ with him as to the 
merits of this decree—I have the highest respect for Judge Knox— 
does this decree of Judge Knox affect in any way the official positions 
of these Davis brothers in the various companies? 

Mr. Emmercuick. No. It does not at all. 

The Cuarrman. They still remain the operating heads of these 
companies on both sides of the border? 

Mr. Emmerauicx. They can so remain. I should point out this 
to the chairman, that under the decree the voting rights of about 51 
percent of the stock of Limited passed to the trustees appointed by 
the court. Now, with those voting rights in their hands, the trustees 
can make a complete change in the management of Limited, if they 
so desire. Those trustees will be functioning under the scrutiny of 
the court in the southern district of New York, and will have the man- 
date to carry out the decree so as to create, if possible, a new control 
group in Limited. 
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The CHarrRMAN. Was there anything in the decree which laid down 
instructions to the trustees that the operating heads must be different 
from what they were before the decree? 

Mr. Emmercuick. No. That is left to the trustees. The trustees 
were chosen very carefully as men of high character and excellent 
experience, so that they could follow their independent judgment as 
to what would be best for Limited; the object being to make Limited, 
if possible, an effective competitor in the United States. 

Now, assuming that a new control group could be interested in 
acquiring a sufficient amount of stock to have control, you might get 
independent management in Limited. That remains to be seen, 
however. ‘There are possible impediments in the way. 

The CHairman. What are they? 

Mr. Emmercuick. Some of the impediments are that nobody 
would be interested in investing 50 to 60, or perhaps more millions 
of dollars to acquire a large enough block of stock, with the knowledge 
that the domestic producers might get together and get our tariff 
rates raised. Limited now has the advantage of a low tariff. 

The CHArRMAN. Two cents. 

Mr. Emmercuick. Yes. Limited did not pass on to its customers 
in the United States the latest reduction in the tariff when it was 
reduced from 3 to 2 cents in 1948. Limited did not reduce its price 
of metal. It may be, however, that the trustees could, despite this 
potentiality of thwarting Limited’s competition in the United States 
by raising the tariff rates—the trustees might be able to interest a 
new group to invest a very substantial sum of money. 

The CHarrMaNn. In your estimation that seems to be remote? 

Mr. Emmeracuick. I think it is remote. 

The CuarrMaNn. So that the end result might be, and conceivably 
will be very likely, that the management will remain the same? 

Mr. Emmerauick. That is a good likelihood. 

Mr. Hrutines. Could I ask a question to make sure I have this 
clearly in my mind? 

The CHatrMan. Yes. 

Mr. Hitumes. Would you say that if the tariff on aluminum 
were actually higher than it is at the present time, that it would be 
much more difficult for Limited to operate as effectively as it has in 
the past? 

Mr. Emmercuicx. That is correct. Limited does have a cost 
advantage, and it could do even a more effective job in the United 
States in competing with this 2-cent tariff and its cost advantage over 
everybody in the United States, and its transportation advantages, 
because of its closeness to the big northeastern markets of the United 
States; but it sells metal here at the price set by Alcoa. Alcoa is and 
has been the traditional price leader. Whatever Alcoa charges, 
Limited has charged. When Alcoa has raised its price, Limited, 
within a week, has followed. 

The Cuarrman. Regardless of the tariff? 

Mr. Emmercuick. Regardless of the tariff. 

The CuarrMan. You said a moment ago that the pressure of domes- 
tic companies might conceivably result in an upping of the tariff. 
But it would not be likely that Alcoa, the American company, would 
join in asking that that tariff be upped, would it? And, after all, 
they are the largest producer in this country. 
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Mr. Emmercticrk. Assume now, Mr. Chairman, we get a new con- 
trol group into Limited and Alcoa’s stockholders no longer can look 
to Limited as a companion company, and they are really separate in 
fact as well as in interest. Then Alcoa will have the same interest as 
Reynolds and Kaiser to see that the tariff is raised. 

The CHatrMan. That presumes your first premise will come to 
fruition. 

Mr. Emmercuicx. Yes. There is one other eventuality that might 
come about, and Judge Knox took note of this. Limited, with its 
ereat advantages, might become so effective a competitor here that 
it would impair the future of Reynolds and Kaiser, and the situation 
which the court has set out to correct might be worsened rather than 
improved. That is another eventuality which makes it desirable to 
reserve jurisdiction as the court has reserved jurisdiction, to give the 
Government further relief if this stock divestiture plan backfires in 
any way. 

Mr. Suears. It is the Government’s position, is it not, that Alcoa 
and Alcan will not, in effect, be separated, at least for the next 10 
years, until the stock ownership held jointly in these families is sold? 

Mr. Emmerauick. It might take 10 years. It conceivably might 
not take place in that time, and it might never take place. 

The CHarrMan. What provision is made in the decree with regard 
to the stockholders, one Doris Duke and the Duke endowment? 

Mr. Emmercuick. Doris Duke and the Duke endowment together 
own approximately a little over 200,000 shares of Limited. They are 
not defendants in this case. They came in and said, ‘‘ We will submit 
to the jurisdiction of the court to this extent: that we will surrender 
the voting rights of our stock to the trustees who are going to be 
appointed by the court—our stock in Limited—for the period of the 

rusteeship, and for such further period as the court shall find 
necessary.” 

One of the difficulties we had in connection with this stock divesti- 
ture, Mr. Chairman, was this 

The Cuarrman. That is no stock divestiture, because after the 
period the stock returns to the Duke endowment and Doris Duke. 

Mr. Emmercuick. That is correct. One of the problems we had 
in working out the program there was this, as Mr. Morison pointed out: 
The Government’s petition was for divestiture of some of Alcoa’s 
plants and facilities. When Judge Knox decided to put off divestiture 
for the present and see if by stock divestiture alone competition could 
be created in the United States, it was then important to bring in 
some nondefendants who had not been parties to this case and who 
owned large blocks of Limited stock, which could be controlling. We 
asked the court after its opinion came down last June for permission 
to bring in by a supplement to the main case—to bring these people 
before it, so that the court could act upon them, and so that the court 
would not be at the mercy of these people and have to take what they 
would offer. 

The Court refused to give permission to bring that proceeding, and 
the Court directed Alcoa to come in with a plan, so that the Court 
could see whether it would be effective. 

We were limited, therefore, in our ability to bring these people 
before the Court, so that they would be in the case as defendants and 
be bound to take such a judgment as the Court thought was necessary. 
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Instead, Judge Knox has accepted as a plan which might work out, 
this one, with some of these nondefendants coming in and merely 
giving up their voting rights. 

The CuarrMan. What provision is made in the decree for the stock- 
holdings of one Edward Davis? 

Mr. Emmercuicx. Mr. Edward K. Davis is to keep his 36,000 
shares of Limited and to sell his shares in Alcoa. 

The CHAIRMAN. How many shares in Alcoa does he have? 

Mr. EmmMercuicx. About 40,000 shares in Alcoa, to the best of my 
recollection; and that is subject to correction. I may be wrong on 
that 40,000. 

The CnrarrMan. Does the situation with reference to the stock of 
Doris Duke and the Duke endowment also hold with reference to the 
Mellon descendants? 

Mr. Emmereuicx. Yes. There are Mellon child 
trustee accounts stock representing about ri percent of the outstanding 
stock of Limited. Those children were not defendants, of course 
Nor were the trustees. The judgment as to them was that they shall 
surrender the voting rights of their Limited stock for 10 years, and for 
such further time as the Court may determine is necessary in the 
interests of establishing a new control group. 

{s to Mr. Edward Davis, | had not finished. He elected to keep 


his Limited stock, but the Government strongly urged on the Court 


‘en who have nh 


he be forced to sell it, and vet out ol Limited, and bre uk thie traditional 
pattern of Edward Davis in Limited and Arthur Davis in Alcoa. 


The Cuarrman. But he keeps his holdings in both compan 
Mir. Emmereuick. He 1s selling Aleoa and keeping Limited, and 
lo ne the voting rights on Limited. That is the order of the ¢ ourt., 


That ts the best we could do on that. 

The {( HAIRMAN. I do not KNOW whether you st ted how many share 
the descendants of Me llon owned. 

Mr. EMMERG! ick. Thev owned approxi gute l\ 7 percent of the out- 
standing stock of Limited Seven and a fraction percent, 

The CHarrMan. Is there any relation between the trustees of the 
Mellon descendants and the Mellon National Bank W Trust Co. of 
Pittsburgh? 

\ir. Emmercuicx. The Mellon National Bank & Trust Co. is one 
of the trustees under these children’s trusts. That is true of a num- 
ber of the trusts. Other trusts are made up of three trustees, of which 
the Wilmington Bank & Trust Co. is one of the trustees. The Mellon 
Bank is the trustee of children’s trust—of a half a dozen, I should say. 

The CuarrmMan. Arthur V. Davis is the chairman of the board of 
Alcoa? 

Mir. EmmMerGuick. Yes. 

The ¢ HAIRMAN. Is he connected with the Mellon National Bank & 
Trust Co.? 

Mir. Emmercuicx. Well, only in the sense that, having been on the 
most intimate business relations with the Mellons in Alcoa 

The CHuarrMan. Is he not a member of the executive committee 

Mir. Emmwercauick. I do not know whether he still is a member of it. 

The Cuarrmman. | think he is a member of the executive committer 

Mr. Emmerauicx. | think he is largely inactive today, being 84 
years of age. 


The Cuarrman. I think this chart which I have offered in the 
record indicates it. 
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Do you know if Roy A. Hunt, who is the president of Alcoa, is a 
member of the executive committee of the Mellon National Bank & 
Trust Co.? 

Mr. Emmercuicx. No, Mr. Chairman. I am not familiar with 
that. 

The CHarrman. I am sure of that also. 

Mr. Richard King Mellon is, I think, a member of the board of 
Alcoa. 

Mr. Emmeratick. I think he is still a member of the board. 

The Cuarrman. And he is chairman of the board of the Mellon 
National Bank & Trust Co. 

Mr. Emmercuick. So | understand. 

The Cuarrman. The decree in no way affects the relationship be- 
tween the Mellon National Bank & Trust Co. and Alcoa? 

Mr. Emmercuicx. Not at all. 

The CuHarrMan., Is it fair to state after the provisions of the decree 
are complied with, that substantial stockholdings of Alcoa and Limited 
will rest with a few people? 

Mr. Emmerauick. Certainly the stockholdings of Alcoa will rest 
with a few people, but it is conjectural as to what the situation will 
be as to the stockholdings of Limited. But, at least this can be 
said about Limited: 15 percent of the stock of Limited is still held 
and will be held by the children of the Mellons, the Dukes, the 
Hunts, and the Davises, and 10 years hence they may reassume 
voting rights. That is one of the big question marks, as to whether 
you can get a new control group interested. 

Now, that is something over which the Government in this pro- 
ceeding had very little control, because we could not bring a supple- 
mental proceeding, the court not permitting it. 

The CHarrMan. So after all your trouble, it is possible that these 
families could reassert their control over these two companies? 

Mr. Emmerauick. That is a possibility, and that is why, if I may 
use a colloquialism, I would say that this second string to our bow, 
this reserved jurisdiction for 5 years, is of the essence. Because, if 
this plan does not work out, we may go back to the Court for further 
relief, including relief by way of divestiture of some of Alcoa’s plants 
and properties. 

The CHarrmMan. In addition to the possibility and likelihood that 
these families will continue their control, there is no disturbance of 
the relationship, whatever it may be, between the Mellon National 
Bank & Trust Co. and Alcoa? 

Mr. Emmercuick. No; there is not. 

The CHarrmMan. Do you not think you have an empty right in 
this decree, and should you not appeal? 

Mr. Emmercuick. I do not think it is an empty right. I think 
there is a chance that this decree can work out to create a new con- 
trol group. How measurable a chance that is, and how you can 
state it in terms of probability, it is very difficult for me to say. 

On the question of appeal, a number of elements enter into it We 
attach more importance to the reserved jurisdiction than to the 
prospects of getting an effective stock divestiture. Beyond that, Mr. 
Chairman, it is highly desirable, as the Department sees it, for cer- 
tainty as to the future to be brought into this industry at this time, 
when this Government is trying to bring about a vast increase in 
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production. With the threat of continued litigation in the next year 
or two overhanging this industry, we feel that there will be some 
impediment to the best kind of expansion yet to be achieved. 

We can look back and see an example of what happens when such 
a threat does exist. The result of the integration of Kaiser and 
Reynolds which has been described here is traceable to the fact that 
the court of appeals permitted such a threat to exist. 

The court of appeals said, in effect, “We will not do anything to 
Alcoa until we see what can be done about disposing of the Govern- 
ment’s war-built aluminum plants.”’ Therefore, because nobody 
knew what was going to happen to Alcoa, and what you would have 
to face up to 3 or 4 or 5 years hence, the only way people would go 
into this business was to get the Government’s plants on a short-term 
lease, with the right to drop out at a moment’s notice, so that they 
would take practically no risk. 

There was little in the nature of enterprise, as we know it, in getting 
these new producers into the industry in the first instance. That is 
because there was this vast uncertainty overhanging the industry as 
to what would happen to Aleoa. That is why only Kaiser and 
Reynolds and one other company expressed any interest at all in these 
plants, and that is why the Government virtually had to give them 
away to establish companies which could try to compete effectively. 

If the Government appeals from this judgment, we think we will be 
creating a new threat. 

The CHarrMan. That is because of the monopoly situation of 
Alcoa? 

Mr. EmmercGuick. That is true. We think an appeal at this time 
will create a new threat, and it is not the sole means in which we 
can achieve competition in the United States aluminum industry. 
We have this other means, this reserved jurisdiction. 

The Caarrman. How long would it take before the Supreme Court 
would get this case? 

Mr. Emmereuick. I do not think the case could be gotten to the 
Court until the next term. The record is vast. 

The Cuarrman. I daresay it would be over a year before the Court 
would vet it. 

Mr. Emmerauick. That is true. 

The Cuarrman. I know if I were representing a client under these 
circumstances I would not let go of my right of appeal. 

When does your time expire? 

Mr. Emmereuick. We have 90 days from the 16th of January, so 
that we have plenty of time. That is not the problem, 

The CuarrMan. I recognize the situation that grows out of the war, 
with the need of increased production. From what I have heard 
and I have given a lot of study to this question—and from what I 
have read from the opinion of Judge Knox, which covers a hundred and 
twenty pages or so, I believe you have a faint hope here that you will 
accomplish what Judge Knox thinks you can accomplish. 

You are going back exactly to where you started from, and you 
will have this overhanging group of monopoly partners of Alcoa and 
Alcan and Limited all over again. 1 am voicing my own opinion, and 
[ do it most humbly, but I think certainly an appeal should be filed. 
Whether you pursue it should depend on what Alcoa will do. 

You say it will not reach the Court for a year or maybe more than 
& year. 
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Mr. Wiuuts. As I understand it, you do attach much importance to 
that reservation of jurisdiction? 

Mr. Emmercuick. We attach the greatest importance to that. 

The CHarrMAN. But the questions and answers developed that 
there is very little likelihood, human nature being what it is, and every- 
body acting from, shall we say, an enlightened self-interest, that any- 
thing will happen. They are going to hold on to what they have got, 
and will not yield any advantages. 

Human nature being what it is, I cannot conceive of how you are 
going to accomplish anything with this case. 

Mr. Hintumcs. You would say then, that Alcoa can make a definite 
contribution to our national defense program. Is that not correct? 

Mr. Emmercuicx. Oh, lam sure it can. Alcoa has in the past made 
an important contribution to our defense program. 

Mr. Hrutincs. And you would say that to continue litigation by 
appeal, or some new approach, or otherwise, at this time, might 
put such a cloud over the operations of Alcoa that it might seriously 
hamper the production of aluminum which would be essential to our 
national defense program? 

Mr. EmMmercuicx. We are not so much concerned about putting 
a cloud over Alcoa as putting a cloud over the entire industry, and the 
potentiality for expanding the domestic industry by the introduction 
of new producers. I think that some concern has been expressed here 
as to whether a contract for 500,000 tons shall be awarded to Limited. 
The feeling is that that procurement should be filled in the United 
States by the expansion of our industry. 

An appeal at this time, with its conjectural result, would put a 
cloud upon the whole problem of expanding the domestic industry, 
and would put a low horizon upon those potential newcomers who 
would want to come into the industry and whose bankers would help 
them come into the industry if there were not this overhanging cloud 
of “‘What is the situation going to be with respect to Limited.” 

If the Government is going to preserve its rights during this unusual 
period, and rely largely on its 5-year reservation of jurisdiction— 
which, by the way, can probably be increased to 10—TI think that 
will aid the expansion of the domestic industry, and help to get that 
production here, rather than in Canada. 

One of the most important things that has been accomplished has 
been that Alcoa has continued to be under the jurisdiction of this 
court. While Aleoa was under the jurisdiction of the court, the price 
of aluminum, out of a sense of enlightened self-interest, was kept 
down by Alcoa. 

Mr. Hiriuines. Excuse me at that point. You say that was the 
basis for keeping the price down—enlightened self-interest—in your 
estimation? 

Mr. Emmerauicx. Yes. Alcoa was then under the threat of being 
divested. 

Mr. Hitiines. You would not concede that possibly production 
methods and foresight and good management had anything to do 
with keeping the price down? 

Mr. Emmerauick. The record entirely disproves that. If you look 
at the pattern over the period of years, Mr. Congressman, you will 
find that as Alcoa increased its volume and decreased its cost, it did 
not decrease prices until Reynolds came into the business. When 
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Reynolds and Kaiser came into the business, Alcoa brought the prices 
down. But, what I am speaking about is this: On the day that price 
control ended in 1946, the price of all nonferrous metals skyrocketed 
from a level line on a graph to a very sharp peak. Thereafter we 
were in a period of continuing gradual inflation. 

Now, the price of aluminum continued on a perfectly even keel, 
and that was because Alcoa was under the jurisdiction of the court. 
The case before Judge Knox had not yet come on. There was the 
overhanding threat of possible divestiture of Alcoa. Millions of dol- 
lars have been saved to the American consuming public because of 
the retention of jurisdiction over Alcoa. ‘The reservation for five more 
years, and perhaps another five on top of that, since this is a 10-year 
disposal plan, can be expected to continue the low price policy in this 
industry. 

The CHarrMan. But an appeal would not invade that right of juris- 
diction. You still have the right. 

Mr. Emmercuicx. That is true. The limitation of appeal that I 
have in mind, Mr. Chairman, is the cloud it would place over the 
expansion of the industry to acquire the next 500,000 tons of annual 
production. 

The Cuarrman. I think it would be to the advantage of Alcoa to 
expand its facilities and make more money. 

I find on page 26 of the printed decree the following language: 

If any appeal shall be taken by the United States from this judgn 
and I am skipping a lot of words 


any of said defendants may petition this court for relief from the provisions of this 


Is that not a rather unusual provision to insert in a decree? It is 
a sort of threat to the Government. That is page 26. 

Mr. Emmerauick. Let me explain, if I may, the reasoning behind 
that provision. As originally drawn, we strongly opposed that 
provision. It was modified because of our objections and the reason- 
ing behind it is this: Some of the people who were bound by this 
judgment came in and submitted to the jurisdiction. They were not 
defendants and they said, ‘‘Now, we will come in and do this and submi 
to the jurisdiction, but we won’t do any more. If you take an apper | 
and get any different judgment, then we are not to be considered as 
submitting. If you want to take our submission on those terms, all 
right. Otherwise we don’t submit.”’ 

The Government was in the position that Judge Knox refused to 
allow us to bring a supplemental proceeding 

The CHarrMan. You could not bring them in as parties? 

Mir. Emmerauick. No. 

The CuatrmMan. The court refused that? 

Mr. Emmereuicx. Yes. The court refused that last June 

The CrarrMan. You did not take any appeal on that decision? 

\ir. Eymerauicx. We did not, because the court said: “Let us see 


they bring in and maybe vou will be satisfied with it 


; 


Krom June to now the national and international situation has so 
changed that as we view it, an appeal at this time is likely to accom- 
piish so little that when measured against the freedom of this industry 
from the cloud that it ould put over the whole expansion program, we 


think it is better to depend on the 5-year reservation of jurisdiction, 
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with the salutary effect it has had in the past, plus the threat of 
divestiture which we may ask for at the end of, or before, 5 years. 

The CuatrmMan. Mr. Emmerglick, I do not agree with you, sir. 
I say that with all due deference to your opinion and the opinion of 
your colleague, the distinguished head of your Division, Mr. Graham 
Morison. I do not believe that you are going to have anything that 
you think you are going to have here. 

You took up this case for checking the power of monopoly in this 
country. You will not have anything at all, I believe, though. At 
the end of all this difficulty you will have exactly what you started 
with. 

My prophecy may be wrong, and a little later on we will have 
occasion to look it up and see whether I am right. Ihope lam wrong, 
but I do not think I am. 

Mr. Morison. What Mr. Emmerglick is trying to show here as the 
basic consideration on this, is the fact that every instinct and interest 
for competition in the light of this three-company dominance is to 
introduce new productive facilities. 

Now, the people who have come to Washington and said they are 
interested in getting into business, simply cannot get the kind of 
financing and backing if they are buying a Taare and they have so 
indicated, 

In other words, by taking our appeal, we may be denying the entry 
of additional companies in ‘the field of production at this time. 

The Cuatrman. I do not think so, Mr. Morison. I think the threat 
of this suit over the head of Alcoa will cause them all the more to 
behave. For example, they control large deposits of bauxite. 

Mr. Morison. That is right. 

The CuarrMan. It would be essential in order for these independents 
to enter the field, that they get the supply of bauxite. I am sure if 
this kind of threat is held over their head, particularly an appeal 
threat, that Alcoa would be all the more willing to sell this bauxite to 
the independent producers, or to sell aluminum. 

Mr. Morison. Of course, in the 5-year reservation we have a perfect 
right, if that is not done voluntarily, and if they are using that as a 
block to the expansion of independent competition to meet our war 
demands—we would have a perfect right to go in to Judge Knox and 
present that fact to him, and insist that some relief be afforded us. 
But these people tell us, Mr. Chairman, that they cannot buy this 
kind of a lawsuit. 

If this were not a defense effort in which we were trying to get 
1,000,000 additional tons of production overnight as quic kly as we 
could, I think your views would be absolutely right, because I think 
we could afford to go forward and settle the question of divestiture. 
But, if in the process of that appeal and going from the court of 
appeals to the Supreme Court, and then going ‘back to the district 
court and getting the relief there, which may take you 5 years—— 

The CHarrMan. We have not noted at all here, and we have slurred 
over the fact that you were decisively defeated with your plea that 
there be divestiture here. 

Mr. Morison. No, sir. We were not defeated. 

The CuarrmMan. Why were you not? 

Mr. Morison. The court did say that at this point he did not 
pass on the question of divestiture in finality. He entered no final 
order against divestiture. 
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The CuarrmMan. He did not grant your plea of divestiture. 

Mr. Morison. That is true, but that is still open to us, and they 
know that it is open to us. 

The CHAIRMAN. It is open, and at the other end it is closed. It 
is only one end that is open, so far as I can see. 

Mr. Morison. You may be right. 

Mr. EmmereGuick. May | answer further a question put by Mr. 
Hillings a while ago. I do not think that everything was said to 
the Congressmen in connection with the question of the morality of 
the conduct of Alcoa which perhaps might have been said, in the 
effort of Mr. Morison to get over his statement. I would like to 
make it clear that Judge Learned Hand held that Alcoa had abused 
its power; that it had used its monopoly power for abuse, and that 
this could readily be shown. 

The court demonstrated that Alcoa’s power had been used for 
abuse. It pointed out not only that Alcoa had monopolized the 
field and prevented anybody else from getting into it, but also that 
it had practiced the price squeeze. That is to say, Alcoa sold alumi- 
num ingot and also made aluminum sheet. It sold ingot to independ- 
ent sheet rollers. If Alcoa raised the price of ingots and lowered the 
price of sheet, the spread could be so small that the sheet rollers could 
not do business, and that is what Alcoa did over a long period of years. 

Mr. Hriurnes. That was in 148 Federal, second, 416? 

Mr. EmmerGuick. Yes. 

Now, going back, Judge Hand noted that prior to 1912, Alcoa 
itself had joined a number of cartels and had made contracts with 
water power companies by which the power companies agreed not 
to sell power to anybody else for the production of aluminum, and 
had engaged in other illegal practices. Against these practices an 
injunction was issued in 1912 in a suit brought under the antitrust 
laws by the United States against Alcoa. 

So that there was a long pattern of conduct which brought Alcoa’s 
monopoly about, and Alcoa did not find itself the innocent beneficiary 
of a monopoly. The situation was quite otherwise. 

I wonder, Mr. Chairman, if I might further answer a question of the 
gentleman from Ohio immediately to your right. As I gathered it, 
the Congressman suggested that the principal object of the enforec- 
ment of the antitrust laws is to produce the lowest possible prices for 
the best possible product. ‘That is a leading object, and one very 
much emphasized, but perhaps a more important one, identified in 
this very decision, is the object of keeping free to our citizens a lawful 
calling and pursuit. The callings and businesses in our economy are 
not private domains, but a part of the common right, and the aim of 
enforcement of this sort is to preserve free access to lawful callings. 

The object is more nearly summed up in the word “freedom’’ than 
in the word ‘‘competition.”’ 

In this very case Judge Hand pointed out still another important 
object, which is of vital importance at this time. Judge Hand said 
that a nation of small businesses is more likely to produce those 
characteristics, traits, and skills which make for the preservation of 
democracy, than a nation where the mass of the people have to take 
direction from the few. 

That, too, is a leading object of enforcement of the antitrust laws in 
these monopoly cases, and I hope I have added that as just one more 
thing we seek to attain in addition to low prices. 
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There are things which are more important, and particularly today, 
than low prices. 

The CuHarrMAN. Because low prices might be the means by which 
the monopoly partners can shift to a greater degree of control in an 
industry, and wipe out all their alleged competitors. 

Mr. Emmereutcx. A benevolent monopoly, Mr. Chairman, is no 
more desirable than a benevolent dictatorship. 

Mr. McCuttocn. I would like to make one ‘observation. TI still 
think that that which we have been striving for down through the 
ages, at least since this country was founded, is to produce more goods 
and to sell them at the lowest prices. ‘The premise upon which you 
made that very fine statement, with a very excellent choice of language, 
is that ultimately that is not the purpose of the person or the organiza- 
tion. You infer that the ultimate purpose is not to do that which we 
all desire—to produce more and sell at a lower price—but to get into 
a position where that is not always done. I have no more brief for 
competitive abuses than you do, sir, but as long as any industry in 
America or any place else produces more and sells for less, it is going 
to contribute much to the raising of the standard of living or the 
standard of civilization. 

I repeat: Your promise must be that ultimately there are ulterior 
motives in producing and selling more at a lower cost. 

Mr. Emmercuick. | think we are not in basic disagreement, Mr. 
Congressman. 

Mr. McCutziocn. Fine. 

The CHarrman. I think what the gentleman from Ohio says is 
perfectly sound. I might just add, so as not to prolong this discus- 
sion, that Judge Hand, speaking of Alcoa, on page 427 of Federal 
Reporter, second series, volume 148, had this to say about power: 

Many people believe that possession of unchallenged economie power deadens 
initiative, discourages thrift and depresses energy; that immunity from competition 
is a nareotie and rivalry is a stimulant to industrial progress. The spur of constant 
stress is necessary to counteract the inevitable disposition to let well enough alone. 
Those are famous words, which have often been repeated, and come 
from the decision of Judge Hand. 

Mr. Suears. I should like to return to the public interest in the 
proposed expansion program in the aluminum industry for a few 
questions. 

When the procurement agencies of our Government certify expan- 
sion for any present member of this industry proportionately to the 
percentage of the business currently held by that member, does this 
either perpetuate the monopoly power of that member, or increase it? 

Mr. Emmercuick. I think, Mr. Shears, if you are going to take 
the present situation, relatively speaking, of 50 to 30 to 20, and build 
up on that, and allocate your new expansion in proportion to old 
expansion, you are simply intensifying the present concentration and 
making it worse; and that is very much to be avoided. 

More than that, if I might elaborate for a minute. Reynolds and 
Kaiser cannot take much more on and be competitive, for this reason: 
They have a cost disadvantage of about 1 cent a pound, vis-d-vis 
Alcoa. The new power that you will have to get, until some power 
comes in in the Northwest at Bonneville, will be gas generated or 
steam generated, and will cost 50 percent more than Alcoa’s power 
costs. The difference is between 2 mills and 3 mills. Reynolds and 
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Kaiser cannot take on very much more 3-mill power because they are 
already at a 1 cent a pound disadvantage with Alcoa. Alcoa can take 
on more 3-mill power because Alcoa has a power cost advantage. It 
has a raw material cost advantage, and a transportation advantage. 

So that, if you should try to build these three companies up in the 
relationship of 50-30-20, you would be placing Reynolds and Kaiser 
even more at a disadvantage than they are today, and you would be 
intensifying the three-producer concentration, which is the highest 
concentration of any important industry. 

Mr. Suears. [ assume then that the Antitrust Division did not 
approve of the granting of 120,000 tons of additional capacity to the 
Aluminum Co. of America? 

Mr. Emmercuick. The Antitrust Division was not called upon 
either to approve or disapprove the contracts for the new capacity 
They were submitted to us for an expression of our views on any anti- 
trust problems present in connection with the terms of the contracts. 
We presented our views to Mr. Larson. Modifications were made to 
meet some of our views. Mr. Larson was under very great stress to get 
contracts speedily for urgently needed aluminum, and I should say he 
did an excellent job under the difficulties that confronted him. As to 
reactivating the Massena plant, we approved that in a letter to Chair- 
man Small of the Munitions Board, for the reason that the production 
is urgently needed for stockpile and defense requirements. 

The CHArRMAN. We must keep in mind that, after all, the primary 
thing we must keep our sights trained on constantly is getting the 
expanded production for defense. If we can only do that by increase 
of monopoly, we have no choice. 

Mr. EmmerGuick. | agree with that. 

The CuarrMan. If we have no choice, then we cannot help ourselves, 
but if we have a choice, we should definitely try to keep the channels 
of competition open. 

Mr. EmmercGuick. We definitely have such a choice. 

Mr. Suears. Specifically,.if Alean and Alcoa are given additional 
capacity at this time, rather than new producers, will this augment 
their monopoly power? 

Mr. Emmerauicx. [| think inevitably it would. 

Mr. Suears. Is it your position that neither the Aluminum Co. of 
Canada nor the Aluminum Co. of America should be certified for any 
further expansion unless it is clearly evident that no new producers 
can be certified? 

Mr. Emmercuick. | think, generally speaking, that is correct, and 
that would be our position. 

Mr. MceCutziocnu. I would like to interrupt. 

Mr. Suxars. I have two more questions, and I will be finished. 

Under section 708 (e) of the Defense Production Act of 1950, is it 
your responsibility to determine what factors may tend to create or 
strengthen monopolies, injure small business, or promote undue con- 
centration of economic power during this em reeney ? 

Mr. EmmerGuick. That is cenerally correct 

Mr. Suvars. Is it the Government’s position that new competition 
must be brought into the primary aluminum industry through certifi- 
cation of new producers at this time? 

Mr. Emmereuicx. | think that is the conclusion that Mr. Morison 
stated at the end of his statement. 
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Mr. McCutuocu. I suppose our counsel has covered the matter. 
Might I summarize by saying that two important practical consid- 
erations right now are: one, who is going to make this determination: 
and, secondly, upon what basis that determination is going to be 
made. 

Mr. Emmercuickx. The Congressman has underlined a very im- 
portant thing for us. We do not make these determinations. These 
determinations are made elsewhere, and after they are made they 
are submitted to us for our views as to whether they conflict with 
the antitrust laws. We give our views. Those who have the primary 
responsibility are not obliged, without some discretion on their part 
to do otherwise, to follow our views, under the legislation as it exists 
today. 

The CHarrMan. Mr. Emmerglick, do you know if Canada is the 
third largest consumer of aluminum in the world? 

Mr. Emmercuick. That is not so, Mr. Chairman 

The CHarrmMan. Where does she stand now in consumption? 

Mr. Emmereuickx. Canada is very well down on the list. 1 think 
only about 110 million pounds of aluminum were sold in Canada in 
the year 1948. That is a point which needs to be checked, but the 
United States, Great Britain and the continental countries of Europe 
all exceed Canada in consumption. Very little of the production of 
the Aluminum Co. of Canada is consumed in Canada. 

The CHatrmMan. Does Alcoa sell aluminum in Canada? 

Mr. Emmerauick. I know of no instance where Alcoa has been 
selling aluminum in Canada. 

The CHatrMan. Will you deseribe briefly the price squeeze about 
which Judge Hand spoke of in his decision? 

Mr. EmmerGuick. Yes. Alcoa was a manufacturer of aluminum 
ingots and also a manufacturer of aluminum sheet. There were a 
number of sheet rollers in the business—individual enterprises—who 
did not have aluminum production facilities, and they would buy 
their aluminum. The only source of supply in the United States 
during the period of vears in question was Alcoa 

Now, if Alcoa raised the price to these sheet rollers on the ingot 
which they bought from Alcoa, and at the same time Alcoa lowered 
the market price for sheet, which it was selling on the market, the 
spread between the cost of the ingot to the sheet rollers and the price 
he could get for his sheet in the market was narrowed, and he could 
not stay in business. That generally was the price squeeze in which 
Alcoa was found to have participated. 

The CaarrmMan. Has your Department done anything to determine 
whether or not such a price squeeze still obtains? 

Mr. Emmereauicx. The Department is keeping current with the 
situation in the aluminum industry and at present we find no evidence 
of such a price squeeze. 

The CuarrmMan. You will continue your vigilance in that regard? 

Mr. EmmerGuick. We are continuing to keep a watch on the 
aluminum industry in all respects. This is not a completed case. 

The CHarrmMan. Can there be any real independents in the alumi- 
num industry if small and new companies must be dependent on Alcoa 
for their bauxite? 

Mr. Emmereuick. I think that is not possible. One of the dangers 
in the expansion, Mr. Chairman, is that vou might get new companies 
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into the business who would be dependent upon Alcoa for bauxite or 
alumina. I think that would be much worse than if Alcoa got the 
new capacity itself. 

If Alcoa has the new capacity it will be under a spotlight and ob- 
served, and subject to our reserved jurisdiction. But, if you get a lot 
of satellite companies out into the business, depending on Alcoa, these 
seemingly independent companies will not have the freedom to com- 
pete which a company must have. If you are beholden to your largest 
and most formidible competitor for your raw materials you do not 
have freedom to compete. 

The CHAIRMAN. Was that considered in the discussions leading up 
to the decree? 

Mr. Emmercuick. It was very much considered. 

The Cuarrman. And Judge Knox, nonetheless, rendered that decree 
despite your observations and your opposition to this control of or 
bottlenecking of bauxite? 

Mr. Emmerauickx. We made a very strong argument to Judge Knox 
that he should find the fact that Kaiser was getting all of its bauxite 
from Alcoa 

The CuatrmMan. And therefore, Kaiser, to that extent, was not 
independent. 

Mr. EmmerGuick. It was not independent. We strongly urged 
that on the court. 

Mr. Wiiuts. Is Reynolds dependent on Alcoa for its bauxite? 

Mr. Emmercuick. No. It has its own bauxite in Arkansas and 
Jamaica. Reynolds has now a very good bauxite situation in Arkan- 
sas, but as soon as it begins to bring in its Jamaica bauxite its costs 
will increase because the transportation factor is so substantial. That 
is the reason why there is immediately in the offing this 1 cent per 
pound cost advantage of Alcoa over Reynolds. 

Mr. McCutziocu. Might I inquire where Alcoa’s major source of 
bauxite is? 

Mr. Emmerauick. In Dutch Guiana. It also has high-grade 
bauxite in Arkansas. 

Mr. McCuututocu. Does Alcoa have water-level reduction plants? 

Mr. Emmerauicx. Water-level plants to take the bauxite and 
treat it? 

Mr. McCuttocu. I am trying to get at the differential in cost. If 
Alcoa is transporting its bauxite from South America and Reynolds 
transports its bauxite from Jamaica and Haiti—and I think ther: 
was evidence given here in the past few days that there were sub- 
stantial deposits there controlled by Reynolds—I cannot see where 
there would be any material difference in the cost of transportation 
unless the Reynolds plant or plants are in interior America and 
Alcoa’s plants are at sea level. 

Mr. Emmerauick. That is one of the things in the picture. This is 
a problem in logistics, Mr. McCulloch. The principal product which 
goes out into the market is sheet, and when you figure what the 
transportation advantages are of one company over another vou find 
it more nearly in sheet than in anything else. Very little aluminum 
ingot is sold by any of these companies. 

Alcoa, although it is the principal supplier of ingot sells only about 
10 percent of its production of ingot; 90 percent is sold as fabricated 
products. This is how the transportation problem, in a very brief 
way, shapes up. 
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Alcoa transports bauxite from Dutch Guiana to tidewater on the 
Gulf at Mobile. There the bauxite is converted into alumina. The 
alumina is then shipped to Alcoa, Tenn., where 42 percent of 
Aleoa’s ingot is produced. Just across the road is Alcoa’s biggest 
sheet mill, and there the sheet is produced, and there in eastern 
Tennessee that sheet is available for the important eastern markets. 

Now, let us take a Kaiser example. Kaiser has bauxite deposits 
in Jamaica. Kaiser has an alumina plant at tidewater at Baton 
Rouge. It would transport the bauxite from Jamaica to Baton 
Rouge, but there it would produce alumina and ship that alumina 
all the way up to the Northwest where its smelting plants are. It 
has a sheet mill there in the Northwest, but that sheet—which carries 
a higher freight rate than ingot or alumina—has to be shipped all 
the way to the New York area to reach the important markets. So 
Kaiser has a great transportation disadvantage. 

Take Reynolds for one final illustration. Reynolds will be trans- 
porting bauxite from Jamaica. In the first place it is not as good as 
Alcoa’s bauxite so Reynolds will have to haul more of it. Now 
Reynolds has an alumina plant at Hurricane Creek. That bauxite 
has to come by rail from a Gulf port to Hurricane Creek, or up the 
Mississippi by transshipment to a barge. From Hurricane Creek, 
Reynolds has to ship the alumina to plants in several parts of the coun- 
try including one in the Northwest, and it has to ship the pig to sheet 
mills, and from the sheet mills to the eastern market. So that it, too, 
has a transportation disadvantage. 

We have carefully worked out these combined hauls, and they work 
out to a substantial advantage for Alcoa in transportation alone. 
Kaiser has this added burden today. He is paving Alcoa a profit on 
the bauxite he uses. 

The CHatrMan. Does not Alcoa own its own ships? 

Mr. EmmerGuick. Alcoa owns some of its own ships; ves, and 
charters others. 

The CHArRMAN. Kaiser does not? 

Mr. EmmerGuick. No. 

The Cuarrman. And Reynolds does not? 

Mr. EmmercGuick. Reynolds has a ship being built. 

The CHarrMan. One? 

Mr. EmmMerauick. One. 

The Cuarrman. How many ships does Alcoa have? 

Mr. Emmercuick. I do not know the number today. It was three 
or four some years ago. 

Mr. Wiuuts. Are you familiar with the fact that both Reynolds 
and Kaiser are negotiating for locating plants in Texas and Louisiana? 

Mr. Emmercuick. Yes; I am. 

Mr. Wiuus. That is going to relieve the situation you are talking 
about somewhat. 

Mr. Emmerauick. Yes; but on the other hand they will have to 
pay 3 mills or more for their power; and those plants will be dependent 
on a power source which might run out in 15 or 20 vears. 

Mr. Wiuuis. We are talking about the emergency. The hvdro- 
power you are talking about would have to be built, and would be a 
matter, | think, of 24 months to 3 vears, whereas the Louisiana and 
Texas plants may be built in 6 months. 
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Mr. EmmerGuick. As an emergency matter, of course, there is no 
argument that can be made against that, but the prospect is that 
these companies will make themselves more and more noncompetitive 
with Alcoa the further they go in that direction. Of course, for the 
national emergency this must be done. 

The CuarrMan. I should like to put in the record at this point a 
part of the report submitted by J. Howard McGrath, Attorney 
General, which report was submitted to the President in pursuance of 
section 708 (e) of the Defense Production Act of 1950, approved 
September 8, 1950, concerning expansion of productive facilities 

[ offer that for the record. 

The extract from the report referred to follows: 


EXPANSION OF PRODUCTIVE FACILITIES 


Perhaps the most important factor in determining the long-range effect of any 
zation effort on the future structure of the economy is the ¢ 
new ftaciits are constructed and existing capacities expanded As has already 


» solution to current and impend 





been pointed out, the only effective long-rans ; 
rtages is a marked expansion in capacity under proper safeguards for independ- 
eut businesses In the light of World War II experie: ce, eCXpansionh inh pro luctive 
f such safeguards, will tend to result in a further increase 


facilities, in the absence 
in concentratio1 

During World War II, the productive « vapacity of American industry was 
increased by about one-half. About one third of this new capacity was privately 


financed. As a result of wartime tax amortization, private firms which received 
“certificates of necessity’ from the War Department, Navy Department, or Wat 
Production Board were granted permission to write off the cost of facilities ir 
years, whereas under normal circumstances, similar capital investments could 
not ive been written off in less than 20 vears or mort Most of this private 
financed expansion was carried out by large concerns utilizing the benefits of ta 
amortization, Sixty percent of the value of such facilities was built bv t 
ation’s 250 largest corporations Fifty-one percent was b by the 100 est 
Similar methods for expanding productive facilities are made available to 
industry members under current mobilization legislatior As in the tax amort 
zation plan of World War II, private firms are permitted to take advantage of 
Sectliol 124 \ of the Ir ternal Reve ie ( ode, which pern its them to write ofl 
the cost of such facilities in 5 vears. Regulation, part 600. of oon National Securit, 
Resources Board, which was issued to implement section 124A of the Internal 
Revenue Code, sets forth the following criteria, among others, as guides for issuing 
certificates of necessity for tax amortization: ‘‘* . * guidance to the maxi- 
mum extent will be obtained from the following additional considerations: (1 


urance of fair opportunity for partic ipation by small business, (2) the promotion 


of competitive enterprise ' As distinguished from World War II. « 
application for a certificate of necessity is filed with the National Security 
Resources Board, which refers the application to the appropriate Government 
agency for a report and recommendation, After consideration of this report and 
recommendation, and other relevant factors, NSRB makes the decision regarding 
the application. 

Furthermore, section 302 of the Defense Production Act authorizes the President 


loans to private business enterprises for the expansi 





to make provision for direct 
Of capacity, the development of technological processes, and the prod iction of 
essential materials. However, such financial assistance may be extended only in 
the event that a private loan is not available on reasonable terms. This provis 
affords an opportunity for small business, as well as large producers, to « xpane 
their productive potential and thereby ease the impact of critical shortages. 


\ serious problem in connection with the tax amortization program is that it is 
administered on a “‘first come first served” basis. If the dominant company in at 
industry files an application for a certificate, the expansion involved may bs 
sufficient to satisfy the requirements of military necessity In such a situation a 
smaller producer who thereafter files an application might be turned dow1 
because the military requirements were being met ae the increased capacity 
of the dominant producer \ corollary to this is that the increased capacity of 
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the dominant producer would probably give him additional military orders. To 
meet this problem it may be necessary in certain situations for the certifying 
agency to determine on an over-all basis the expansion plans of an entire industry 
before permitting the dominant producer, especially one who is an adjudged 
monopolist, to expand. 

The CHarrman. If there are no further questions the Chair will 
consider the testimony of Mr. Morison and Mr. Emmerglick tem- 
porarily suspended. In case we wish to call you again we may have 
todo so. We express our gratitude to you for your very fine response 
in your appearance here this morning. Our next witness this after- 
noon will be at 2 o’clock and he will be Mr. Donald Rhoades of the 
Kaiser Aluminum Co. 

(Whereupon, at 12:10 p. m., the special subcommittee adjourned 
until 2 p. m. the same day.) 


AFTERNOON SESSION 


(The subcommittee reconvened at 2 p. m.). 

The CHatrmMan. The subcommittee will come to order. 

The Chair wishes to introduce Mr. Yasuo Marnyama, who is the 
chief of the Fair Trade Commission of the Japanese Government. 

Mr. Marnyama, will you please raise your hand so that you will 
be identified here? I am glad to have you here, so that you may 
listen to these proceedings. 

I wish to state to the members of the subcommittee that the State 
Department has given him permission to hear some of our work. 

Mr. Marnyama. Thank you very much. 

The CuHarrMan. Our first witness this afternoon is Mr. D. A. 
Rhoades, vice president and general manager of the Kaiser Aluminum 
& Chemical Corp. 


STATEMENT OF D. A. RHOADES, VICE PRESIDENT AND GENERAL 
MANAGER, KAISER ALUMINUM & CHEMICAL CORP. 


The CHarrmMan. You may proceed. Just give your name and 
affiliation to the stenographer, please. 

Mr. Ruoapes. D. A. Rhoades, vice president and general manager 
of the Kaiser Aluminum & Chemical Corp. 

In response to your questions that were addressed to me in your 
letter of January 15, and in accordance with that request, the following 
replies are submitted in advance of my appearance before your 
subcommittee. 

I think my statement was circulated to the members of your sub- 
committee. Was it your wish that I read this prepared statement? 

The CuarrmMan. Yes. You may go ahead. 

Mr. Ruoaves. I might first give you a little background insofar as 
Kaiser Aluminum & Chemical Corp. is concerned. 

We entered the business in 1946 by leasing facilities from the 
Government, reduction facilities and fabrication facilities. The 
reduction facility was at Mead, Wash., and our fabrication facility 
was at Trentwood, Wash., a sheet-fabricating plant. 

We also leased from the Government an alumina plant at Baton 
Rouge, La. That all occurred in 1946, and in 1947 we leased from the 
Government an additional reduction plant at Tacoma, Wash. 
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These facilities were subsequently purchased from the General 
Services Administration. In 1949, we leased and subsequently pur- 
chased a rod, bar, and wire plant at Newark, Ohio. We have one 
other fabricating facility which consists of a foil plant located at 
Permanente, Calif. We built this plant with our own funds, and it 
was never leased from a Government agency. 

The combined reduction capacity, that is, the capacity to produce 
aluminum, in our original facilities was 216,000,000 pounds at Mead, 
Wash., and 42,000,000 pounds at the Tacoma, Wash., plant. That 
gave us a combined total of 258,000,000 pounds of aluminum capacity. 

During the last vear, we increased the capacity of the original 
facilities by supplementing the pots contained in these plants and 
obtaining additional power, so that we are at the present time pro- 
ducing 300,000,000 pounds of aluminum from the original facilities. 

In addition to this, we are just about to complete an additional pot 
line at the Mead reduction plant, which will give us a total of 340,- 
000,000 pounds of aluminum. This is all aside from the presently 
contemplated expansion program which we are now negotiating with 
the Government for. 

Our portion of that program is 200,000,000 pounds of aluminum 
capacity. We propose to erect these reduction facilities in the 
southwest part of the United States, the Texas-Louisiana area, where 
natural gas is available for the generation of the necessary power by 
both natural-gas engines and steam turbines. 

Mr. Saears. May I interrupt at that point, Mr. Rhoades? 

Mr. Ruoapes. Yes. 

Mr. SHears. Was it your understanding that there were to be two 
steps in this expansion, 1,000,000,000 pounds in each step? Is that 
your origina! qi uotation? 

Mr. Raoapes. That was our original understanding 

Mr. Snears. Did you base your quotation to Mr. Symington on 
both the first and second ste ps, on October 14, 1950? 

Mr. Ruoapes. Yes, that was made to NSRB subsequent to a 
meeting that the industry held with the Munitions Board in the 
latter part of September. Originally the Munitions Board asked us 
to make this proposal to them, and then subsequently it was taken 
over by Mr. Svmington, and our proposal as of October 14, 1950, was 
addressed to the NSRB. I have a copy here of our proposal which 
[ would be very happy to present. 

The final plan is quite different from our original proposal. The 
proposal was made on the basis of the first step program and the so- 
called second step program. At the present time we are working on 
the so-called first step program. 

The Cuarrman. This is what they call an allocation of 500,000 tons; 
is that right? 

Mr. Ruoapes. There was no allocation. -This was merely a 
proposal 

The Charrman. A proposal! of 500,000 tons; is that right? That 
is What it amounts to? 

Mr. Ruoapes. A proposal for 450,000,000 pounds. That is 
225,000 tons. This is our proposal. 

The Cuarrman. That is the first step. 

Mr. Ruoanes. No. This included the first step and the second 
step. 
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The CuarrmMan. How much of that have you been allowed? 

Mr. Ruoapes. 200,000,000 pounds. 

The CuarrmMan. And how many tons is that? 

Mr. Ruoapes. 100,000 tons. 

The Cuarrman. That has been allowed to you already? 

Mr. Ruoapes. Yes; that is correct. 

The CuarrMan. Does that include any reactivated plants, too? 

Mr. Ruoapes. No, sir. 

The Cuairman. That is in addition to the reactivated plants? 
You had no reactivated plants? 

Mr. Ruoapes. That is right. Wehad no plants to be reactivated. 

The CaarrMan. You may put that document in the record. 

Mr. Ruoapes. Thank you, sir. 

nm : ‘ 
(The document referred to is as follows :) 
Kaiser ALtumMinuM & CHemicaL Corp., 
Oakland, Calif., October 14, 1950. 
Mr. W. Stuart SYMINGTON, 
Chairman, National Securities Resources Board, 
Washington, D.C 

Dear Mr. Symincron: In response to the Munitions Board request of 
September 29, 1950, as verbally modified, herewith is Kaiser Aluminum & Chem- 
ical Corp.’s proposal to increase its aluminum reduction capacity as a part of the 
Government’s present program to expand the aluminum production capacity of 
the United States for national defense purposes. 

You requested us to prepare our reply on the basis of expanding the present 
aluminum capacity of the United States by 1,000,000,000 pounds per vear, and 
on the basis of increasing the country’s capacity by 2,000,000,000 pounds per year. 

In anticipation of increased defense requirements, we have for several months 
been actively engaged in a project in the Ohio Valley designed to increase our 
capacity by 50 percent. In connection with this project, we have obtained com- 
mitments for power and scarce items of equipment, a substantial amount of engineer- 
ing work has been performed and options obtained on plant sites. We are thus in 
& position to bring this portion of the program into production at an earlier date 
than would otherwise be possible. Our first proposal consists of this project and 
an additional facility of equal capacity. The addition of these facilities will double 
our present aluminum-reduction capacitv. This is presented below as step 1 as 
our participation in the 1,000,000,000-pound expansion program. As our partici- 
pation in the 2,000,000,000-pound program, we are submitting a step 2 program 
which combined with step 1 results in increasing our present capacity by 150 
percent within the next 2 vears. 

Under step 1, we propose to enter into a supply contract with the Government 
by which the Government would agree to purchase up to 1 billion pounds of 
aluminum over a period commencing June 1951 and terminating June 30, 1957. 
Pursuant to this contract, we would increase our aluminum-production facilities 
by 300,000,000 pounds per year. Under step 2, we would enter into a supply 
contract by which the Government would agree to purchase up to an additional 
1,000,000,000 pounds to be delivered by December 31, 1957, and pursuant to 
which we would increase our production capacity by an additional 150,000,000 
pounds per vear. Under the proposed arrangement, the Government would be 
obligated within the limits above stated, to purchase only such portion of the 
metal which we do not use ourselves or dispose of on the open market 

As outlined below in detail, these arrangements call for a Government contract 
for the purchase of aluminum at the present market price, subject to adjustment 
for increases or decreases in cost, for advance payments and for obtaining certifi- 
cates of necessity permitting emergency amortization of the additional facilities. 
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Pursuant to the letter from the Munitions Board of September 29, 1950, the 
following information is submitted in connection with this proposal: 


4. PRODUCTION SCHEDULES 


STEP 1 

Year ending— Pounds of aluminum | Year ending I 
June 30, 1951 10, 000, 000 | June 30, 1956 300, 000, 000 
June 30, 1952 140, 000, OOO June 30. 1957 300, 000, 000 
June 30, 1953 290, 000, 000 
June 80, 1954 300, 000, 000 Total 1. 640, OOO, OOO 
June 30, 1955 300, 000, 000 

STEP 2 

Year ending Pounds of aluminum | Year ending I as : 
June 30, 1952 12, O00, O00 | June 30, 1956 150, 060, OOO 
June 30, 1953 148, 000, 000 | June 30, 1957 150, 000, 000 
June 30, 1954 150, 000, 000 | 
June 30, 1955 150, 000, 000 | Total 760, 000, 000 

The combined production of step 1 and step 2 is as follows: 

Year ending— Pounds of aluminum | Year ending Pound m 
June 30, 1951 10, 000, 000 | June 30, 1956 150, 000, 000 
June 30, 1952 152, 000, 000 June 30, 1957 150, 000, 000 
June 30, 1953 138, 000, 000 : 
June 30, 1954 £50, 000, 000 Total 2, 400, 000, 000 
June 30, 1955 $50, 000, 000 

B. FACILITIES 

The program calls for constructing the following new facilities 
step 

1. A reduction plent located in the Ohio Vellev with a capacity of appro 
mately 150,000,000 pounds per year. Phis pliant would utilize purchased power 
and would not include power-generating facilities 

I 

2. A reduction plant located on the Gulf coast of Texas or Louisiana with a 
capacity of approximately 150,000,000 pounds per vear This facilitv would 
include power-generating facilities using gas as fuel 

Step 4 

Step 2 would consist of an additional reduction plant in Texas or Louisiana 

150,000,000 pounds annual capacity with power-generating facilities using natural 

gas as fuel. 

Alumina facilities 

The company now has facilities at Baton Rouge, La., for the product f 

alumina from South American bauxite adequate to take care of step | I) 

event it is necessary or advisable to develop and use the Jamaican bauxice re- 

serves, plant alterations and additions estimated to cost $5,000,000 will be nee 


sary at Baton Rouge to achieve the capacity required for the step 1 program 

The Baton Rouge plant site is large enough to permit the addition of additional 
facilities required for step 2. We estimate that these facilities will cost approxi- 
mately $7,000,000 in the event the entire production is based upon South Ameri- 
can bauxite or its equivalent. The use of the Jamaican reserves in step 2 would 
require a total investment of $12,000,000 for modification of present and addi- 
tional facilities at Baton Rouge. 





C. RAW MATERIALS AND POWER SUPPLY 
Bauxite 
We are purchasing our current bauxite requirements from Aleoa Mining Co., 
under a contract expiring in 1963. Preliminary discussions with Aleoa indicate 
we may be able to obtain some additional quantities of bauxite from them In 
addition, this company has developed its own bauxite resources in Jamaica, from 
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which production can be obtained by the construction of the necessary facilities. 
There are also several other bauxite producers in the Caribbean area whom we 
have contacted and from whom bauxite may be obtained. We consider that we 
can obtain the necessary quantities of bauxite to fulfill our program. 


Soda ash 


We are currently purchasing our requirements of soda ash from commercial 
sources in the vicinity of our Baton Rouge alumina plant, and the proposed pro- 
gram contemplates the continued-purchase of soda ash on the commercial market. 
The company owns a soda ash plant at Owens Lake, Calif., which has a capacity 
sufficient to take care of aluminum reduction capacity of 300,000,000 pounds per 
year, and can be made available if necessary at an increased cost. 

Power 

Kaiser Aluminum now has a commitment from the American Gas & Electric 
Service Co. for 150,000 kilowatts, to be made available from their Phillip Sporn 
generating plant on the Ohio River. This power will be available in blocks of 
approximately 40,000 kilowatts each in March and July 1951 and February and 
June 1952. 

The power for the other plants will be produced by our own generating facilities 
using natural gas as a fuel. Commitments have been obtained from the manu- 
facturers for furnishing the necessary engines and generators for step 1 within 
the time required for the production schedule under that program and a similar 
commitment has been obtained for the equipment required for step 2. 

We have also been assured by a natural-gas company that the requisite supply 
of natural gas is available for both step 1 and step 2. 


D. THE AMOUNT OF ADDITIONAL POWER NECESSARY TO CARRY OUT PROPOSAL, THE 
SOURCE AND ESTIMATED COST 


Quantities of 


Source Estimated cost 
power 
Step 1 Kilowatts 
Plant 1 buuinaeedie 150,000 | American Gas & Ele« 4.25 mills per kilowatt- 
tric Co hour. 
Plant 2 - , 150,000 | Natural gas engines, | 2.50 mills per kilowatt- 
generated hour before amortiza- 
tion 
Step 2: Plant 3 P ead 150,000 | Natural gas, steam | 2.25 mills per kilowatt- 
generated hour before amortiza- 
tion 


E. CONTRACTUAL ARRANGEMENTS 


Our proposal, under step 1, is based upon our receiving a firm supply contract 
from the Government for a period terminating June 30, 1957, by which the Govern- 
ment would agree to purchase all of the output of the facilities up to 1,500,000,000 
pounds that we could not use ourselves or dispose of in the open market Under 
step 2, the contract would run until December 31, 1957, and the total quantity 
would be increased to 2,500,000,000 pounds. 

The supply contract would include the following terms: 


1. Price 
Current market price (18 cents per pound) subject to escalation for increases or 
decreases from our present estimated manufactured cost Fuil freight will be 


allowed not to exceed an average of three quarters cents per pound. 

Step 1 is based on an estimated facility cost of $87,000,000 and step 2 is based 
on an estimated additional facility cost of $61,000,000. The price above stated 
includes an amortization charge for these facilities \n inerease or decrease in the 
actual cost of the facilities will result in an increase or decrease in the price per 
pound in the cancellation charges, and in the amount of advance payment 
required, 


’ 


2. Cancellation 

The supply contract would be subject to cancellation by the Government upon 
payment of a cancellation charge of 634 cents per pound on the undelivered 
quantities under either step lL orstep 2. Appropriate provisions would be included 
in the cancellation clause to cover the reimbursement of extraordinary cancella- 
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tion charges and to provide in the event portions of the facilities had not been 
completed, the cancellation charge would be reduced to the loss incurred as a 
result of the cancellation. 


8. Financing arrangements 

In connection with our own plans to expand our aluminum production capacity 
for the Nation’s defense needs, as previously mentioned, we have been exploring 
methods of privately financing additional facilities. We are now reconsidering 
these methods in view of the Government’s program, with the intention of financ- 
ing the proposed program, in wbole or in part, through private sources. While 
these arrangements are being studied, it may be necessary to have provisions 
for advance payments in the supply contract of up to 35 percent of the contract 
amount under step 1, and of up to 40 percent of the additional contract amount 
under step 2. 

In the event of increased costs of facilities, the amount of the advance payments 
would, as previously mentioned, be adjusted. 

Ct rtificate of necessity 

This proposal also conte —_ ites that certificates of necessity would be obtained 
to cover 100 percent of the cost of all facilities re quired for the program so as to 
permit their emergency amortization. 

Our estimate of construction time, our production schedule, and the commit- 
ments we have obtained from others, are based upon our ability and their ability 


to obtain the necessary materials to proceed without delay. 

While the foregoing sets forth the basic terms of our proposal, there are, of 
course, many details to be worked out and our proposal is, therefore, subject to 
our arriving at a mutually satisfactory agreement with vou on such matters. The 
proposal is also subject to final approval by our board of directors 

Ve have made this proposal on our understanding of the type of arrangement 
the Government would consider most desirable. If some other arrangement is 


desired, we wish to discuss this matter with you for the purpose of working out a 
proposal to meet our mutual requirements 
Very truly yours, 
KaIseR ALUMINUM & CHEMICAL CORP 
D. A. RuHoapes 
Vice President and General Manag 
Bryson. How soon will this proposed Southwest plant be in 
production? How long will it be before this proposed Southwest 
plant will be actually producing aluminum? 

Mr. Ruoapgs. | should think it would depend a lot on when we 
complete our negotiations with the Government. I should say that 
with proper priorities, we could construct these facilities — have the 
original line operating in approximately 8 to 10 months, and I should 
Sav that it would take an additional 6 months to complete the other 
three lines. 

Mr. Bryson. That would be up to its full capacity, the maximum? 

Mr. Ruoapes. That would be a total capacity of 200,000,000 
pounds a year. 

The CHarRMAN. Are you presently selling any of your primary 
aluminum to fabricators? 

Mr. Ruoapes. Oh, ves. 

The Cuarrman. I do not mean fabricators which may be subsidi- 
aries of your company. Are you selling it to any outside fabricators 
at all? 

Mr. Ruoapes. Yes, sir. 

The Cuarmman. If so, what percentage of your product are you 
selling now to fabricators? 

Mr. Ruoapes. In December of 1949, we allocated to the non- 
integrated producers, you might say, 3,000,000 pounds per month of 
our primary metal supply. This occurred in December 1949, but 
we were unable to sell that much primary aluminum to nonintegrated 
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producers at that time. However, after the passage of a few months, 
we were able to sell that amount of aluminum, and we have continued 
to sell that same amount of aluminum to the nonintegrated producers 
since December 1949, with the exception of the restrictions that has 
been proposed by the Government with respect to the amount of 
metal that is to be made available to various users. 

The CHarrMan. Three million pounds a month would be 1,500 tons. 

Mr. Ruoapes. [ should say that that is 12 to 15 percent, roughly, 
of our primary production. At that particular time, we were not 
producing 300,000,000 pounds a year, or 25,000,000 pounds a month. 
Our capacity at that time, | should say, was in the neighborhood of 
22 000,000 to 23,000,000 pounds a month. 

The CHAIRMAN. So that this 12 to 15 percent is an amount that 
vou sold to the fabricators out of your production of primary alumi- 
num? 

Mr. Ruoapes. Yes, sir. 

The CHarrMaANn. During the year 1950, would you say? 

Mr. Ruoapes. Yes, with the exceptions that | have mentioned, of 
curtailments due to Government regulation. 


Primary aluminum 


{In thousands of pounds 


Production, . Used in own > 

Ya les : ) Sales to ' , Ending in 

Calendar years Mead and Purchases ¢ fabricating . 

J others : ventory 

lracoma plants ’ 
1446 41, 227 60, 622 ( 02. 5453 4,205 
1047 184, Y7Y 444 25 GOS 75. 931 1, 384 
1948 246, 289 13, 154 6, G99 "2, O79 S48 
1949 240, AS4 5. 105 536 211, 567 18, 634 
1950 296, 569 5, 789 ’ 4,452 i 


The CHatrMan. Now, under the new arrangements that you are 
making with the Government for new facilities, does the Government 
insist that the amount that you sell of your primary product shall go 
to the fabricators to an increased degree above 12 to 15 percent? 

Mr. Ruoapes. The proposed contract with the Government is a 
5-year contract at the capacity of the plant of 200,000,000 pounds a 
year, or 1,000,000,000 pounds of aluminum. The Government has 
the option to cancel that contract after 50 percent of that metal has 
been produced. This 1,000,000,000 pounds is spread over a period 
of 5 years. 

No. 1, the Government has a 100 percent call on all the capacity of 
that plant. 

No. 2, in the event that the Government does not take the 100 
percent, we have to offer to the nonintegrated fabricators two-thirds 
of the capacity of that plant, which results in our having one-third. 

There are other provisions in the contract that provide for a con- 
tinuing percentage of the capacity of the plant to be offered to the non- 
integrated producers. That, as I recall it, is 25 percent to noninte- 
grated producers for 15 years after the Government has completed 
their contract. 

However, in the event that the Government cancels the contract 
before the 5-vear period, we are obligated to continue to supply non- 
integrated producers 25 percent of the capacity of that plant so long 
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as we have to repay the Government’s cancellation charges that would 
be tendered us in the event that they canceled their contract. 

Mr. Wituts. Those percentages would come out of vour expanded 
facilities, and not the present capacity? 

Mr. Ruoapes. That is correct, sir. That would amount to 
50,000,000 pounds a year insofar as we are concerned. 

Mr. McCulloch. Mr. Rhoades, in 1949 when you were selling from 
10 to 15 percent, as I recall vour figures, of your production to outside 
fabricators, was that production that vou did not need in your own 
companies, or did you furnish that notwithstanding the fact that vou 
could have fabricated that entire amount in your companies? 

Mr. Ruoapes. Well, since 1947, we have continuously sold non- 
integrated producers, or fabricators, and there have been periods in 
here when we were paving a premium for metal for our own fabri- 
cating facilities and at the same time selling customers of ours primary 
metal that we needed very much ourselves, but as a business policy, 

f metal supply for these independent 
fabricators, and to the extent that we were favored with their business 
during a buyer’s market, we felt that we should continue with them, 
and we have done that 

Mr. MeCuntocn. And that is an established policy of your com- 
pany? 

Mr. Raoapes. That is an established policy of ours; that is corr. ct. 
The CHarrMan. I have before me, Mr. Rhoades, a brief filed by the 

lv decided by Judge Knox in the 
United States District Court for the Southern District of New York, 


we felt that we were a source o 


L’nited States in the case recen 


and the percentage of primary alumimum supplied by Kaiser to the 
nonintegrated market varies considerably from your figures. You can 
cheek me if lam in error 

Mir. Ruoapes. Were they for 1950, Mr. Congressman? 

Vhe CuHarrMAN. | do not have it for 1950 

Mr. Ruoapes. I was talking about 1950. If vou will recall my 
statement, | said that in December of 1949, when we set up the amoun 
of metal that would be allocated to the various phases of our busines 
that was established—in December 1949, for the year 1950. Now, 


if you go back over the record to 1947, vou will see cases there where 


we probably sold less than 1,000,000 pounds a month, and that was 
because we could not sell it 

The CHAarRMAN. Iam only seeking to get the percent of vou total 
the percent of sales to nonintegrated compauies 

For example, in 1946, the percent of sales to the nonintegrated 
market of Aleoa was 85.2 percent; Reynolds, nothing; Kaiser, nothing 
1947: Aleoa, 89.4 percent; Rey lds, 5.1 percent; Kaiser, 3 percent 
In 1948: Alcoa, 81.7 percent; Reynolds, 6.8 percent; Kaiser, 4.9 

i 


pel nt ln 1949: Aleoa, 8 percent; Reynolds, 12.3 percent: and 
Kaiser, 3 percent, The average for 1946 through 1949: Aleoa Z 
percent; Reynolds, 5.6 percent; Kaiser, 2.8 percent. 

‘ir. Ruoapes. Percent of what? I did not get the original bas 

Ti CHAIRMAN. The percentag of your Ww il sales of primary 

biiuin 

Mr. Ruoapes. You mean to tell me that Ale ma sold 85 peresnt 

their primary aluminum capacity to nonintegrated producers? 


i i} (CHAIRMAN. UI all tue aluminum sold to the nonintesrate 


1 » ] , 
market, all of the primary aluminum sold to nonintegrated market 
4 " Ts 


ibe ar te ercenls 


res 
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Mr. Ruoapes. The percentage that I was using is the percentage 
of our capacity that we were selling in the market, and not the per- 
centage of the market that we were taking care of. 

The CuarrmMan. This is the percentage which you contributed to 
the entire sales of primary aluminum in the nonintegrated market? 

Mr. Ruoapes. We could still both be right. 

The Cuatrman. I beg your pardon? 

Mr. Ruoapes. I say we could still both be right, because although 
I have different percentages from yours, we are working from a differ- 
ent basis. 

The CuarrMan. I thought I would get that in the record for 
whatever it might be worth. 

Mr. McCuttocu. In some of these years in which the sale of pri- 
mary aluminum by your company was at a low figure, was that by 
reason of the fact that you would not sell it, or was that by reason 
of the fact that the market was not absorbing more of your primary 
metal? 

Mr. Ruoaves. It was the result of the fact that we could not sell it 
in the market. That was not due to any monopoly in the market, 
but it was a fact that the aluminum industry was down to 40 percent 
of its capacity, and people were just not buying aluminum. 

The Cuarrman. Did that situation hold for 1948 and 1949? 

Mr. Ruoapes. No; I should say that it existed during the middle 
of 1947 and also the middle of 1949. 

The CHairnman. The middle of 1947 and the middle of 1949? 

Mr. Ruoapes. Yes, sir. 

The CHarrmMan. Of course, we are going to have independent fabri- 
cators testify along those lines, also. 

Mr. Ruoapes. Those are the facts. 

Mr. Bryson. Does that mean that there was no demand? 

Mr. Ruoaves. There was not the demand to the extent that we 
had aluminum to offer. I know that we delayed the start of operations 
in one of our reduction facilities because we dould not sell the metal. 
I know that the Reynolds Metals Corp. shut down a plant because they 
could not get rid of the metal. 

| know that in 1947 inventories built up tremendously, and we had 
to export a great amount of aluminum. As I recall it, it was about 
10,000,000 pounds of aluminum to the Argentine, in order to finance 
the continuous operation of our plant, because we could not sell the 
metal. This situation existed in 1947, and we also had an accumula- 
tion of inventory in the summer of 1949. 

Mr. McCuttocu. How much did you get for that aluminum that 
you sold to the Argentine, Mr. Rhoades? 

Mr. Ruoapes. The market price. 

Mr. McCutiocn. What was that? 

Mr. Ruoapes. At that time, as I recall it, it was 14 cents a pound. 
Now, there may have been some freight differential, but it could not 
have amounted to over a mill a pound. But it was approximately 
the domestic price of 14 cents, I believe, at that time. 

The CuarrmMan. Who is Mr. Oldham? 

Mr. Ruoapes. Mr. Oldham is our New York divisional sales 
manager. 

The Cuarrman. I show you these three communications, Mr. 
Rhoades, and ask you whether those are over Mr. Oldham’s signature. 
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Mr. Ruoapves. These seem to cover a period of 1948. 

The CuarrmMan. And they indicate that you have nothing for sale. 

Mr. Ruoapes. The periods that I spoke of a while ago, if you will 
recall were mid-1947 and mid-1949. 

The CuarrMan. Who is A. R. Purdy Co.? 

Mr. Ruoapes. | believe that they are a distributor of ours. 

Incidentally, I do not have any official blow-by-blow report of this 
instance, but I know that Mr. Arnold Troy—we had our production 
manager in to see him during one of these dips, in 1947, and they prac- 
tically threw him out of the office. But this is 1948, vou see, when a 
different situation existed. 

The CuHarrman. Why did they throw him out? 

Mr. Ruoapes. He did not want to buy any metal. He did not want 
to have anything to do with us. But these were subsequent inquiries. 
This was when metal was short, Mr. Chairman. 

The CuarrMan. Of course, that is a very serious statement you are 
making about Mr. Troy. I know Mr. Troy. He is in the room right 
now. He is right behind you. 

Mr. Ruoapes. | never met the gentleman. 

The CnHarrMan. You Say he was thrown out of your office? 

Mr. Ruoapes. Oh, no, no. 

The CuarrmMan. Was he thrown out because he made a request for 
metal, and you would not give it to him? 

Mr. Ruoapes. Our salesman went in to see Mr. Troy, and was prac- 
tically told to get out. 

The CuarrmMan. Your salesman? 

Mr. Ruoapes. Our salesman went in to see Mr. Troy, as I recall 
the name. And in 1947, he was practically told to get out of the office. 

The CuarrMAn. Have you seen Mr. Troy since then? 

Mr. Ruoapes. I do not know. 

The Cuarrman. Mr. Troy is in the room right now. 

Mr. Troy. I would like to challenge that statement, if 1 may inter- 
fere. I trust that I have the floor. 

Strange as it may seem, we placed two orders with Kaiser for alumi- 
num, on two oceasions. Coincidentally right after we placed our 
orders, aluminum became short. ‘They failed to fill both those orders. 
Mr. Kurochek, who I trust is the gentleman that Mr. Rhoades has ref- 
erence to, was not thrown out of our office. (Juite the contrary. He 
sold us a bill of goods. He never delivered, however Subsequently 
to that time, we told Mr. Kurochek that unless they filled that order, 
we would never do business with them again. That is probably what 
Mr. Rhoades has reference to. 

In June of 1950, last year, again their salesman called upon us, and 
we placed an order with them again, a firm commitment, which they 
said they would fill. As soon as the Korean situation indicated a metal 
shortage, again they failed to deliver. We do not have those records 
here. We have them, however. 

The Cuarrman. Did they make a firm commitment to you to ship 
you in 1950 primary aluminum? 

Mr. Troy. We had a firm verbal commitment from their repre- 
sentative, in which he said that they would ship a certain amount of 
metal by a certain date, and that date has never been arrived at be- 
cause they never filled that order, and told us, as soon as metal ap- 
peared to be short on a permanent basis, that they would not fill the 
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order because we had not bought from them previously. We ex- 
plained at the time we placed this last order in June of 1950, the 
reason why we did not buy metal from Kaiser was because Kaiser 
apparently was an in-and-outer. He would sell you when metal was 
in oversupply and recall his commitments when it was in short 
supply, and we could not afford to make ourselves vulnerable to that 
extent. And we indicated in June of 1950 that we would place that 
commitment on the basis that they would make a firm delivery that 
year. They failed again. I do not see how we can do business with 
people like that. 

Mr. Ruoapes. The gentleman who called on Mr. Troy was Mr. 
Fred Drewes. He was our product manager. Mr. Kurochek works 
for Mr. Drewes. 

| think that we have possibly 25 or maybe 50 ingot customers, and 
I will stand on our record with every ingot customer that we have, 
and in order that a distorted viewpoint is not passed on here, | think 
you should talk to some of our additional customers, because Mr. 
Troy’s statement certainly is contrary to our reputation in the in- 
dustry. 

I will rest my case with the customers that we have served under 
all circumstances. 

The CHarrMan. Mr. Rhoades, vou made a rather hasty statement, 
too, which I think you probably will regret making when vou say that 
Mr. Troy was thrown out of your office. Then you contradicted that 
vourself, 

Mr. Ruoapes. You got that wrong, Mr. Chairman. I said that 
our salesman, who called on 

The CuarrmMan. Your salesman? 

Mr. Ruoapes. You have it wrong. 

The CuarrMan. Oh, I beg your pardon. I thought you said that 
Mr. Troy was thrown out. 

Mr. Ruoapes. No, no. 

The CHarrMan. Proceed, Mr. Rhoades. 

Will vou let me have those letters back, please? 

Mr. Rroapes. Oh, ves. 

No. 1. Regarding the participation of Kaiser Aluminum & Chem- 
ical Corp. in what is referred to as phase 1 of the national aluminum 
expansion program: On December 19, 1950, we entered into a letter 
contract with the General Services Administration providing for the 
construction of a new aluminum reduction plant with an annual 
capacity of 100,000 tons. This plant will be located on the Gulf coast 
and will be supplied electricity from our own power plant, which will 
be fueled by natural gas. As a part of the program, we will construct 
bauxite facilities in Jamaica and make certain modifications to our 
Baton Rouge, La., alumina facilities, in order to provide the capacity 
necessary to supply not only our existing production plants, but the 
new reduction plant as well. 

We are now in the process of working out t 
and hope to have this executed in the very near future. At the same 
time, we are in the process of financing this program and have ar- 
ranged to do it privately without the use of a Government loan guaran- 
ty and hope to conclude this shortly. 

In addition, since the outbreak in Korea, we have rushed an expan- 
sion of our reduction plant in Spokane, Wash., whieh will add 


he definitive contract 
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20,000 tons annual aluminum capacity. This will be completed next 
month. Kaiser Aluminum’s over-all immediate expansions will raise 
our capacity for the production of primary aluminum to 270,000 tons 
an increase of 80 percent over pre-Korea capacit 

No. 2. You ask whether we would be willing to participate in a 
second phase of aluminum expansion. 

We are both willing and desirous of making our full contribution 
toward supplying the amount of aluminum production determined 
by the Government as required. 

A significant finding made out of our production experiences is this 
The aluminum industry can build new capacity within the same time 
period required to build new facilities and to tool-up for new or in- 
creased uses of aluminum. 

Whenever the Government may determine that large new uses of 
aluminum will be necessary in the building of surface ships, light- 
weight transportation equipment, or other material or modern new 
weapons, or that more aluminum capacity will be required for a 
greatly increased production of airplanes, it will require manufacturers 
an adequate period to build facilities and to tool for the new require 
ments. This lead time necessary to tool for production of new military 
equipment will provide time required for the aluminum industry in 
the United States to build the necessary aluminum facilities to provid 
the additionally required produetion. 

Therefore, when the various military services and production 
agencies have both thetr plans completed and the appropriations made 
involving new and greater uses of aluminum bevond the capacities now 
provided for, they can immediately plan with the aluminum industry 
to build the facilities to provide the aluminum for the new, expanded 
uses. 

In such event, we stand ready and eager to do our part to the ut- 
most in further expanding for the production of the aluminum re- 
quired. ‘This sums up our views on the second phase. 

No. 3. You inquire about the proposed Alcoa plant in Alaska 
There is little if anything | can answer to that, except to state that | 
have read occasional news dispatches that the Aluminum Co. of 
America has been investigating certain sites in that region where hydro- 
electric power could be utilized. 

Now, I also know that the Aluminum Co. of America has larg: 
laterite deposits in the Northwest around the Portland area. 

Mr. Winuis. What deposits? 

Mr. Rnoapes. Laterite. It is an ore from which aluminum could 
be extracted. It is a substitute, | might say, for bauxite. I also 
know that they have lime deposits in Alaska. One of our affiliated 
companies operated a cement company in Seattle, where we obtained 
the limestone from Dall Island. We were investigating the lime 
market at that time, and heard of this deposit that the Aluminum 
Co. had in Alaska, and approached them as to the possibility of pur 
chasing lime from them to make cement in the city of Seattle 

So | learned of that, and | thought of that after | had written this 
letter, and I thought | should pass that information on to this com 
mittee 

Mr. Hituines. Mr. Rhoades, you mentioned the reduction plant 
at Spokane, Wash., and you have talked about the expansion of vou 
facilities there to add some 20,000 tons annually of aluminum capacity. 
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Have you had many protests from the people in that area insofar as 
your expansion plans are concerned in that plant? That is, has there 
been very much opposition to your company expanding its facilities in 
Spokane? 

Mr. Ruoapes. I think the only opposition we may have had was 
to some extent from the Bonneville power authority. They did not 
like to allocate too much power to aluminum in that area. And also 
I think there was some objection raised by the Munitions Board in 
regard to further expansion of the Mead plant, because of the vulnera- 
bility of that facility, and it would have increased the capacity to a 
large extent. 

Now, we also discussed with the Munitions Board the possibility of 
putting two additional lines beside the line that we, are putting up 
there now, and they objected to that. 

Mr. Hiiurngs. I have one other question at this time. Has your 
company been quite an exponent of public power programs to provide 
power for the making of aluminum? That is to say, has your company 
been interested, for instance, in the Columbia River proposal to 
develop the power resources there? 

Mr. Ruoapes. No. We have never taken any positive active inter- 
est in that regard. We have felt generally that there are certain phases 
of power development that are probably Government, and there are 
other phases of it that may be private. We think that possibly there 
is a sphere for each there. We have never taken sides, to my knowl- 
edge, in that respect. 

The CHarrMan. Proceed, Mr. Rhoades. Continue with your state- 
ment. 

Mr. Ruoapes. No. 4. You inquire as to the effect on competition 
in the United States of the Alcan proposal in British Columbia: Our 
meager information on this is based on press reports and without 
knowledge of the major economic factors involved in such a project. 
Therefore, I cannot make an analysis that would be of value to you. 

The Cuarrman. Mr. Rhoades, your company obtains its bauxite 
from Alcoa, does it not? 

Mr. Ruoapves. Yes; we get a major portion of our bauxite from 
Aleoa; that is correct. 

The CuarrmMan. Of course, you are aware of the affiliations of Alcoa 
with Alcan, are you not? 

Mr. Ruoapes. I am aware of the so-called stock ownership phase 
of it ; yes, sir. 

Mr. Bryson. Have you been exporting aluminum in recent months, 
since Korea? 

Mr. Ruoapes. No; except to the Hawaiian Islands. No foreign 
exports. There may have been a trickle to the Philippines, but it is 
less than 1 percent to the Hawaiian Islands and the Philippines, so 
far as we are concerned. 

Mr. Bryson. So far as you know, none of your aluminum is reach- 
ing satellite countries? 

Mr. Ruoapes. Not so far as I know; no, sir. 

Mr. Bryson. And you would know it? 

Mr. Ruoaves. I would know it; yes. 

Mr. Hitirnes. Did you make any shipments to the so-called satel- 
lite nations prior to Korea, to your Knowledge? 

Mr. Ruoapes. Not to my knowledge, sir. 
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Mr. Wiuits. Mr. Rhoades, on page | of this statement regarding 
the letter contract with the Government, you say: 

This plant will be located on the Gulf coast and will be supplied with electricity 
from our own power plant— 
and so on. 

Now, as I understand it, the Government is not undertaking to 
impose its will on you as to the exact site? You are to choose that; 
is that right? 

Mr. Ruoapes. No; they have not pin pointed it, sir. 

Mr. Wixuts. That is what I mean. 

Mr. Ruoapes. They have asked for certain information as to the 
general locality of this plant, and we have submitted that informa- 
tion to the Department of the Interior, which was subsequently 
approved by them; that is, the general locality. 

I think that was requested because they may have other programs 
that we know nothing of, and it was their intention not to interfere 
with them. 

Mr. Wiuuts. I think that was the substance of the testimony of 
Mr. Larsen. 

Mr. Ruoapes. I think that is correct. 

Mr. Bryson. You will be borrowing Government money for the 
construction of that plant? 

Mr. Ruoapes. No, sir; we do not plan to. 

Mr. Bryson. You do not? 

Mr. Ruoapes. That is correct. It would be privately financed. 

Mr. Bryson. You have used Government money in financing your 
plants? 

Mr. Ruoapes. Kaiser Aluminum & Chemical? No. 

Mr. Bryson. You have not? 

Mr. Ruoapes. No; we never have. Al! our aluminum expansion 
and development has been out of earnings of the company. 

The CHarrMan. But Permanente did, did it not? 

Mr. Ruoapes. Yes. The original Permanente Metals Corp. bor- 
rowed money from the RFC, and subsequently paid everything back 
to the Government. 

The CHarrMan. That is right. 

Mr. RHoaApDss. Yes, sir. 

Mr. Bryson. That was borrowed at 4 percent? 

Mr. Ruoapgs. Yes, sir. That was in wartime. That was pri- 
marily for the expansion of magnesium operations, where we con- 
structed a magnesium plant with the RFC funds. We also constructed 
a Defense Plant Corporation plant for the Government. We also 
constructed a ferro-silicon plant and a dolomite plant with RFC 
funds in order to furnish the raw materials to the Government mag- 
nesium plant. 

Mr. Wituiis. How many aluminum or alumina plants do you have 
in the United States, wherever located? I do not think that is any- 
where in the record. We have talked about plants, but we have not 
pinpointed them. 

Mr. Ruoapes. The largest plant is located at Hurricane Creek, 
Ark. 

You mean ours? 

Mr. Wituts. Les; Kaiser. 

Mr. Ruoapes. Just one, at Baton Rouge, La. 
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Mr. Winuts. Which happens to be my State. Congratulations. 

Mr. Ruoapes. Alumina plant, sir. 

Mr. Hitures. As I understand it, Kaiser Aluminum took over the 
interests of Permanente? 

Mr. Ruoapes. Permanente Metals Corp. changed the name of the 
corporation to Kaiser Aluminum & Chemical Corp.; that is correct. 

Mr. Hituines. Before the name was changed, the RFC loan had 
been repaid; is that correct? 

Mr. Ruoapes. The original loan; oh, ves. I should say in 1945 or 
1946 that was repaid. We changed the name from Permanente 
Metals Corp. to Kaiser Aluminum & Chemical Corp. in 1949. 

Mr. Hituines. Do you know the amount of the original RFC loan 
to Permanente? 

Mr. Rrtaves. $29,475,000. 

Mr. Hituines. I see. And do you know whether or not at the 
time that loan was made there was a commitment from the Govern- 
ment, or say this letter which has often been sent indicating that the 
Government may purchase certain supplies of alluminum, as an 
inducement 

Mr. Ruoapes. But this was in magnesium, sir. We were not in the 
aluminum business until 1946, and it was all repaid before we went 
into the aluminum business. 

Mr. Hituines. I See. Now, just to make sure that I have the 
facts clear, in 1946, Permanente went into the aluminum business? 

Mr. Ruoapes. That is right. 

Mr. Hitircs. And in 1949, the name was changed to Kaiser 
Aluminum? 

Mr. Ruoaves. That is right. 

Mr. McCuttocnu. By the way, what was the price of aluminum in 
1946? 

Mr. Ruoapes. Fourteen cents, pig aluminum. 

Mr. McCuttocnu. And row it is 18 cents? 

Mr. Raoapes. That is right. 

Mr. McCutztocn. Was there any other company producing pig 
aluminum in 1946? 

Mr. Ruoapgs. I did not get your question, sir. 

Mr. McCuttocn. Was there any other company other than the 
Aluminum Co. of America producing pig aluminum in 1946? 

Mr. Ruoapes. The Reynolds Metals Co. 

Mr. McCuttocn. When did they begin production of aluminum‘ 

Mr. Ruoapes. I should say in 1941 or 1942. I do not know the 
exact date. 

Mr. McCuttocu. Do you know what the price of aluminum was 
in 1939? 

Mr. Raoapes. Not exactly. I think it was around 19 cents. 

Mr. Wiiuis. Nineteen cents? 

Mr. Ruoapes. | think that was about right. 

Mr. Winuts. Over today’s market? 

Mr. Ruoapgs. In 1939, it was 19 cents. 

Mr. Wituis. Over today’s market of 18 cents 

Mr. Ruoaves. That is right; a cent higher 

The CuarrMan. Do you have any licenses for patents from Alcoa? 
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Mr. Ruoapes. Yes. We are licensed under some of their alloy 
patents. I think that they are open to anyone in the aluminum 
industry. We pay a license fee on certain alloys, a quarter of a cent 
a pound, or something in that neighborhood. On some of the alloys 
I know of one in particular, 75-S, which is a new high-strength 
alloy—the royalty or payment has been waived by Alcoa, and it has 
been royalty-free since the President declared an emergency. They 
waived the license fee. 

The CHARMAN. Are those licenses to be granted, do you know, to 
the other independents who are coming into the field, from Alcoa? 

Mr. Ruoapes. I think they are. 1 think that Reynolds have them. 

The CHAIRMAN. Now, in 1948, did the First Boston Corp. help 
float an issue of 600.000 shares of stock to raise $8.000.000 for the 
Kaiser interests? 

Mr. Ruoapes. Yes. 

The CHAIRMAN. Your answer is “‘ Yes’’? 

Mr. Ruoapes. 1948, yes, sir. 

The CuHatrrMan. 1948. Do you know if Alcoa assisted in arranging 
this transaction? 

Mr. Ruoapes. Not to my knowledge. 

The Cuairnman. Not to your knowledge? 

Mr. Ruoapes. Our original arrangements were made with Dean 
Witter & Co., a west-coast underwriter, and their negotiations were 
carried on with the First Boston Corp. In other words, we made our 
arrangements with Dean Witter. Dean Witter brought First Boston 
into the picture for the sale of the stock. 

The CHatrmMan. Now, did the Mellon National Bank & Trust Co. 
extend a $10,000,000 line of credit to any of the Kaiser corporations? 

Mr. Ruoapes. Not to Kaiser Aluminum & Chemical Corp. 

The CuHarrman. Any other Kaiser company? 

Mr. Ruoapes. | understand they did to Kaiser-Frazer Corp. 

The CuarrMan. That is, $10,000,000? 

Mr. Ruoaprs. That is what I understand. 

Mr. Bryson. That was‘for the making of automobiles? 

Mr. Ruoaprs. Yes, sir; a separate corporation entirely. 

The CuHarrman. Will the First Boston Corp. finance your new 
facilities? 

Mr. Ruoapes. I think they will assist in arranging the financing. 

The CuarrmMan. Will the Mellon National Bank? 

Mr. Ruoapes. They may. 

The CuatrmMan. They may aid in financing these new facilities? 

Mr. Ruoapes. Yes, sir. There are a number of banks interested. 
There may be 15 or 17 banks; there may be a dozen insurance com- 
panies. 

The CHatrman. We thought Mr. Kaiser was going to testify, before 
you came in his place, and therefore we would like to have you submit 
a statement showing the companies in which Mr. Kaiser has a stock 
interest, or which he owns or controls, together with the companies 
on which he sits as a director. Will you please supply that for the 
Committee? 

Mr. Ruoapes. Yes, I will get that information for you, Mr. 
Chairman, 
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(The list of companies of which Mr. Kaiser is a director is as 
follows: ) 


Henry J. Kaiser Co. Columbia Construction Co. 
Kaiser Aluminum & Chemical Corp. Consolidated Builders, Inc. 
Kaiser Community Homes Glacier Sand & Gravel Co. 

Kaiser Bauxite Co. Kaiser Fontana Hospital 
Kaiser-Frazer Corp. Northern Permanente Foundation 
Kaiser-Frazer of Canada, Ltd. Kabat-Kaiser Institute 

Kaiser Magnesium Co. The Permanente Hospitals 

Kaiser Metal Products, Inc. Oregon Shipbuilding Corp. 

Kaiser Steel Corp. Pacific Coast Cement Co. 
Permanente Cement Co. Pacific Coast Cement Corp. 


Permanente Steamship Corp. 


The Cuarrman. You did not finish your statement, did you? 

Mr. Ruoapes. No, sir. 

You ask about our efforts to obtain priorities through NPA in order 
to construct our new facilities: 

We have not been successful in obtaining the necessary priorities. 
Your subcommittee is familiar that reorganizations and many changes 
have taken place and that various procedures and new policies have 
been in the process of being established. Consequently, we have not 
been advised by Government agencies, hence cannot inform your sub- 
committee, when the necessary priorities will be granted. The timing 
on completion of our part in the immediate aluminum expansion 
program and consequently the date when we can begin producing 
100,000 more tons of aluminum annually will, as you well know, be 
dependent on when the essential priorities are made available. 

The CHairman. You are familiar with the Harvey Machine Co., 
are you not, Mr. Rhoades? 

Mr. Ruoapes. Yes, sir. 

The CHarrman. Did you have any contract to sell them primary 
aluminum? 

Mr. Ruoapes. I think that there was an exchange of letters be- 
tween our Los Angeles district manager and Harvey for the sale of 
metal, some letter contract, you might say. 

The Cuatrrman. Did you honor the terms of that contract? 

Mr. Ruoapes. Yes, sir. 

The CuarrMan. And the aluminum was shipped? 

Mr. Ruoapes. The aluminum has been shipped and is being shipped 
under our interpretation of the letter of the contract. 

The CuHatrMan. Do you own any hydroelectric power facilities at 
all? 

Mr. Ruoapes. No hydroelectric; no, sir. 

The CrHatrmMan. Do you contract for your power from private and 
public power companies? 

Mr. Ruoapes. That is correct. We do, however, generate some of 
our own power from steam. 

The CHatrman. When you do purchase power from private or 
public power companies, to that extent, that increases your costs, 
does it not? Are your costs increased because of that purchase? 

Mr. Ruoapes. It depends upon what rate we have to pay. 

The Cuairman. In general, would you say that? If you owned 
vour own hydroelectric power facilities, would your costs be less than 
if you have to purchase it from private or public power companies? 

Mr. Ruoapes. I think so. 
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The CHatrMAN. Do you own any railroads for transporting 
bauxite? 

Mr. Ruoapss. No, sir; not at the present time. 

The CuarrMAN. Do you own any steamships or steamship com- 
panies for transporting bauxite? 

Mr. Ruoapgs. No, sir. 

The CHarrMan. Do you own any bauxite deposits? 

Mr. Ruoapes. Yes, sir. 

The CHarRMAN. Where are they? 

Mr. Ruoapes. Jamaica. 

The CHAIRMAN. Have you any reserves of low-grade bauxite in 
this country? 

Mr. Ruoapes. No, sir. 

The CuHatrMan. Do you own any patents on your own rights in 
the industry? 

Mr. Ruoapes. Yes, I think we have a couple of patents that have 
been issued. We have a number of applications filed for patents. 

The CuHarrMAN. And you have, of course, licenses for certain 
processes which you get from Alcoa; is that correct? 

Mr. Ruoapes. Yes. We have licenses from Alcoa for the pro- 
duction of certain alloys. 

The CuHarrMan. Now, you have plants in the Northwest, too, 
have you not? 

Mr. Ruoapes. Yes, sir. 

The CuarrMan. And what happens in the case of inability to get 
power there because of winter weather? 

Mr. Ruoapes. We have two kinds of power up there—firm power 
and interruptible power. Our Mead plant has six lines and will have 
seven lines. Five of those seven lines have firm power. The other 
two lines are subject to interruption due to weather or hydraulic 
conditions. The Tacoma plant has firm power. It is the smaller 
plant. 

The CHarrMan. Returning to bauxite a moment, do you have 
options on the bauxite in the island of Jamaica? 

Mr. Ruoapes. We own property outright, and we also have 
options on other properties that we are drilling and testing at the 
present time. 

The CHatrMAN. Does that hold good for British Guiana, also? 
Do you own outright and have options on bauxite deposits in Guiana? 

Mr. Ruoaves. We have a—now, this may have expired—but we 
had a mining concession right in British Guiana. We have never 
proceeded with the development of that property, and whether we 
have lost that right or not, I cannot say as of this moment. It was 
a right, as I recall it, on about 800,000 acres, and I think it cost us 
about $8,000 per year to maintain this exploration right. In orde1 
to retain that, it was necessary to do a certain amount of work in 
developing the property each year. But since that time we have 
gone into Jamaica, as we have felt that Jamaica is a much more 
economical potential source for bauxite than is British Guiana, 
Dutch Guiana, or French Guiana. 

The CHAtRMAN. You have presently a 17-year contract for bauxite 
from Alcoa, have you not? 

Mr. Ruoapes. That is correct. 

The Cuarrman. How many more years has that got to run? 
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Mr. Ruoapes. Thirteen; it expires in 1963. 

The Cuarrman. When you secured the Baton Rouge lease from 
the Government, didn’t the Government impose as one of its con- 
ditions that you must have an independent source of bauxite? 

Mr. Ruoapes. Not an independent source of bauxite. We had 
other sources of bauxite. We obtained a proposal from the Aluminum 
Co. of Canada; we were offered proposals by American Cyanamid 
Co., which has mines in British Guiana; we were offered proposals to 
take care of all of our requirements by the Billitan Co., which has 
deposits and facilities in Dutch Guiana as well as in the East Indies, 
and also obtained a proposal from the Aluminum Co. of America. 
We also at that time bought from the Government the residual, 
undelivered bauxite that was in the plant of the Billitan Co. in Dutch 
Guiana. 

The CHarrMan. So that you have now, however, independent 
sources of Bauxite; is that not true? Now you have independent 
sources, vou say, in Jamaica? 

Mr. Ruoapes. Yes. We have our own reserves of bauxite in 
Jamaica, and in this program we propose to install the necessary 
facilities to obtain bauxite from our own deposits. 

The CHatrman. Do you have a sufficient supply in Jamaica for 
your own future needs? 

Mr. Ruoapes. It is a matter of how many years. I think we have 
sufficient supplies of Bauxite of our own as well as this unexpired 
portion of the Alcoa contract to supply us ore for 25 vears, for this 
expanded capacity at a rate of 100 percent production. Now, we 
believe that we have twice the reserves in Jamaica that we have 
proven so far. 

The CuartrMan. And that you think should be ample for your 
needs? 

Mr. Ruoapes. We do, sir. 

The CuHatrMan. Would you be willing to put into the record that 
contract for bauxite that you have with Alcoa? 

Mr. Ruoapes. Surely. 

The CuatrMan. We would be very glad to receive that contract. 

(The contract referred to is as follows: 

ALcoA MINING Co., 
New York, N. Y., November 4, 1947. 
The PERMANENTE Metats Corp., 
Kaiser Building, Oakland, Calif. 

GENTLEMEN: Mr. Henry J. Kaiser has advised us that your position in the 
aluminum industry would be greatly strengthened if you could extend your 
May 12, 1947, bauxite contract with Alcoa Mining Co. to December 31, 1963. 
He stated that this is desired because you have been successful in obtaining from 
War Assets Administration the right to extend your leases on the alumina plant 
at Baton Rouge, La., the aluminum smelting plant at Meade, Wash., and the 
aluminum rolling mill at Trentwood, Wash., to approximately the same date. 
In view of the foregoing considerations, we are quite willing to enter into a contract 
for the extended period on the conditions hereinafter set forth. 

We agree to sell, and acceptance of our proposal will constitute your agreement 
to buy, Suriname metal grade bauxite under the following terms and conditions: 

I. Period of time: This agreement is to cover all Suriname metal grade bauxite 
shipped to you by us from January 1, 1948, through December 31, 1963. 

II. Quality: The bauxite is to be the regular Suriname metal grade bauxite, 
crushed to a 2-inch size or less (except for occasional larger pieces which may 
work through the crusher) and passed through our drying kilns, in conformity 
with our standard practice. 
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III. Quantity: The quantity to be shipped under this agreement will be 400,000 
long tons during each of the years 1948, 1949, 1950, and 1951, and such additional 
amount, not to exceed 100,000 long tons in each such year, as may be agreed upon 
between us; and thereafter 500,000 long tons during each calendar vear beginning 
with 1952 and ending with 1963. We may deliver and you shall accept in full 
discharge of our obligation to sell bauxite hereunder in any year quantities of 
bauxite in the aggregate not more than 10 percent more or 10 percent less than 
the total quantity agreed to be shipped during such year. Shipments of the 
agreed tonnage are to be made to you over the course of each year in approxi- 
mately equal monthly amounts, depending on sizes and availability of ships 
used, but in no event shall we be obligated to ship in excess of 40,000 tons in any 
month prior to 1952, or in excess of 50,000 tons in any month beginning with the 
month of January 1952. Ordinarily the bauxite is to be furnished in full cargo 
quantities. It is further understood that you have the right to advise us from 
ime to time that your anticipated bauxite requirements for the production of 
the alumina necessary to operate your aluminum smelting plants at Spokane 
and Tacoma, Wash., are less than the annual amount called for under this contract 
and that you desire to reduce your bauxite commitments accordingly Within 
three full calendar months following the receipt of such notice we will adjust our 
monthly shipments accordingly, without obligation on the part of either of us 
to make up such reduction at a later date. Similarly, if after any such reduction 
has become effective, your bauxite requirements as above defined increase, or 
are expected to increase, you shall give us notice, effective three full calendar 
months thereafter of your desire to so increase the rate of shipments up to the 
maximum amounts permitted under this article III and we shall be governed 
accordingly. 

IV. Price: 1. The base price for bauxite solid pursuant to this agreement, sub- 
ject to the limitations set forth below, shall be $6.67 United States currency per 
metric ton of 2,204 pounds, for bauxite containing 59.4 percent Al,Q; and 1.5 
percent SiQ:, f. o. b. vessel Suriname loading point. This base price is to be 
adjusted by a bonus of $0.3334 for each percent of alumina above 59.4 percent 
and a penalty in the same amount for each percent of alumina below 59.4 percent; 
and further by a bonus of $0.6668 for each percent of silica below 1.5 percent 
and a penalty in the same amount for each percent above 1.5 percent In each 
case, the bonus or penalty shall be prorated for fractions of a percentage. The 
base price includes all export ¢ t! 
Suriname Government. 

3.. Ze price of the bauxite as set forth above is converted from Surinai 
guilders to United States dollars at the current official rate of exchange of $0.! 
to the guilder. If the official rate of exchange between the United States dollar 
and the Suriname guilder changes, either party shall have the right, upon notice 
in writing to the other, within 6 months after any such change, to request ar 
adjustment in the base price of the bauxite under this article, effective upon the 
date of such notice, said adjustment, however, being limited to approximately 
the economic effect of the change in the exchange rate. If the parties are unable 
to agree upon a revised base price, shipments shall continue at the price proposed 
by us, but you shall have the right within 1 year from such notice to cancel this 
agreement for its remaining term by giving us written notice to that effect, such 
cancellation to be effective 1 year after the receipt by us of such notice of 
cancellation. 

3. Furthermore, it shall be understood between us that this agreement is being 
written at a time when many economic, political, and financial uncertainties lie 
ahead. If, in our opinion, any such factors or Government legislation or action, 
at any time during the life of this agreement shall so materially affect our labor, 
material, or other costs of producing bauxite in Suriname that we feel a change 
in the base price necessary, we shall have the right, from time to time, upon 90 
days’ notice in writing to you, to make a change in the base price of the bauxite 
. o. b. Suriname, which in our judgment is comparable to the change in suc! 
costs. Likewise, if at any time during the life of this agreement the bauxite 
sales price under the terms of our concession from the Suriname Government is 
increased by ruling or otherwise by the Suriname Government or by negotiation 
between our company or an affiliated company and the Suriname Government, 
we shall have the right, from time to time, upon written notice to you to raise 
the base price under this article in an amount sufficient to cover any such increase, 
effective at a date not earlier than the date of any such increase in the concession 
price. Within 1 year of any such notice given by us after January 1, 1952, 
increasing the base price of Suriname bauxite sold to you hereunder, for any of 


1arges and duties that are now assessed by the 
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the reasons set forth in this paragraph 3, you shall have the right by written notice 
to us to cancel this agreement for its remaining term, effective 1 year after the 
receipt by us of such notice of cancellation. If the bauxite sales price under the 
terms of our concession with the Suriname Government is decreased at any time 
during the life of this agreement, after having been increased and all or any part 
of such increase assumed by you under the terms of this paragraph 3, you shall 
be given the benefit of such decreased price, provided, however, that this does 
not reduce the base price below the price named in paragraph 1 of this article 
IV as adjusted by paragraphs 2, 3, and 4 of this article for causes other than a 
change in the concession price. The rights of cancellation granted to you under 
this paragraph shall not be applicable to the next succeeding paragraph or to 
any other portion of the contract. 

4. If, at any time during the life of this agreement, there is an increase in the 

royalty, export tax, river maintenance tax, or other governmental taxes, applicable 
to the production, transportation or sale of bauxite, then we shall have the right, 
from time to time, upon written notice to you, to raise the base price of Suriname 
bauxite sold to you under this agreement in an amount sufficient to cover any such 
increase, effective at a date not earlier than the date of any such increase. 
Similarly, if there is a decrease in the royalty, export tax; river maintenance tax, 
or other governmental taxes, applicable to the production, transportation or sale 
of bauxite hereunder, or in our labor, material or other costs of producing bauxite 
in Suriname, then we shall, from time to time, reduce the base price of Suriname 
bauxite sold to you hereunder in an amount sufficient to cover any such decrease, 
effective concurrently with the date of any such decrease, provided, however, 
that under no circumstances shall we be obligated to reduce the base price on 
Suriname bauxite sold to you hereunder below (a) the base price set forth in 
paragraph 1 of this article IV as it may be changed, from time to time, by the 
application of paragraph 2 of this article, or (b) the bauxite sales price then in 
effect under the terms of our concession with the Suriname Government as that 
price may be set by ruling or otherwise by the Suriname Government, or by nego- 
tiation between our company or an affiliated company and the Suriname 
Government. 
5. If at any time between January 1, 1948, and December 31, 1963, we shall 
sell and deliver Suriname metal grade bauxite to Aluminum Ore Co. or to any 
other producer of alumina to be used for the smelting of aluminum on the con- 
tinent of North America at a base price lower than the base price then in effect 
under the terms of this agreement, the then base price under this agreement shall 
be reduced during the period of such other sale and delivery to a price no higher 
than the base price charged to such other customer. 

V. Analvsis: The chemical analyses from which the bauxite price for any cargo 
will be calculated will be those determined by our laboratories in Suriname. If 
you so desire, we, upon written request, will be pleased to furnish you with a 
portion of each cargo sample used in making the determinations in Suriname. 

VI. Terms: Invoice payments are to be made through irrevocable United 
States dollar letters of credit confirmed by a prime New York bank and payable 
in New York funds against presentation of shipping papers to such bank in New 
York, the issuing bank to be subject to our approval from time to time. Each 
letter of credit shall cover at least 2 months’ anticipated shipments, as set forth 
in article III, and shall be issued at least 2 months prior to each such minimum 
shipment period. 

VII. Weighing: All settlements are to be based on the ocean bill of lading 
weights. However, you may make arrangements for weighing the bauxite at the 
time it is discharged from the vessel, subject to our approval of such arrangements, 
and with the cost of weighing to be for your account, in which event adjustments 
of invoiced bill-of-lading weights may be made within 90 days after settlement. 
Adjustment in weights to 2-percent free moisture allowance can be made within 
90 days after settlement in case the free moisture in the bauxite exceeds 3 percent, 
averaged over a period of 1 month’s shipments. 

VIII. Ocean Freight: 1. You shall arrange with us for the ocean transportation 
of the bauxite covered by this agreement, the freight rate to be established by 
mutual agreement for each half-year period, commencing January 1, 1948, at 
least 60 days prior to the commencement of each half year. If an agreement has 
not been reached prior to such 60-day period, there shall be no agreement with 
respect to ocean transportation in effect during the next half-year period, provided, 
however, that you shall give us the refusal of such business at the terms on which 
you would otherwise place it with someone else. Even though you should place 
your business elsewhere for one or more 6-month periods, the parties shall never- 
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theless be obligated to attempt to reach an agreement within 60 days of the 
expiration of the next succeeding half-year period, and so on from period to period 
throughout the term of this agreement. It is the intent and spirit of this agree- 
ment that, in establishing the freight rates from time to time, the parties hereto 
shall use all reasonable efforts to reach a mutual agreement, basing their considera- 
tions and decisions upon factors, either existing or anticipated, relating to market 
conditions, operating costs, conditions affecting the cost of returning the ships 
southbound from United States discharging ports to the bauxite loading ports, or 
any other conditions affecting the transportation of the bauxite. 

2. Notwithstanding the foregoing paragraph, vou shall have the right to ship 
not to exceed 10 percent of the bauxite in any half-year period by other carriers, 
but bauxite so shipped shall be reasonably evenly distributed throughout each 
half-vear period. On any bauxite transported by other carriers, it is understood 
that vou will take delivery f. o. b. vessel our Suriname loading point. On any 
such bauxite our f. 0. b. price will be the base price calculated as set forth in article 
IV in this agreement. Further, in the event bauxite is transported by other 
carriers, in order to protect an uninterrupted supply for our own needs, we reserve 
the right to approve the type of ships used, to designate the loading point, and 
to approve the scheduling of ships’ loadings, suitable information to be sub- 
mitted to us at least 1 month in advance of any particular ship’s arrival; further, 
in event of nearly simultaneous arrival of other carriers’ ships and our own ships, 
we reserve the right to load our own ships first. 

3. On any bauxite we transport, the price thereof shall be the base price cal- 
culated as set forth in article 1V in this agreement, plus freight at the established 
rate, plus marine insurance, and the following subparagraphs A, B, C, D, E, and 
F will apply to such bauxite. 

A. Insurance: Marine insurance will be billed to vou at cost to us 

B. Point of discharge: The bauxite will be delivered to you at your dock at 
Baton Rouge, La., or at such other discharging point as you may specify at New 
Orleans or Westwego, La. You are to use only one berth or point of discharge on 
any one vessel. Such berth or berths as may be designated by you shall be 
subject to the condition that they are safe in all respects and shall have sufficient 
depth of water at all times and stages of the tide to accommodate safely Liberty, 
Victory, or similar size vessels 

The bauxite is to be delivered to vou in ship’s hold, point of delivery, import 
duty and discharging for vour account. 

\t our option we may from time to time ship bauxite in part car ro quantities 

C. Discharging: You are to arrange for and perform the discharging of the 
bauxite at your risk and expense. The vessel is to work overtime if required by 
you, but any extra expenses thereby resulting are to be for vour account. 
Subject to our right to change this provision from tiie to time, the cargo is to be 
discharged at the rate of 3,000 tons per running day, Sundays and holidays 
included. Four hours after the vessel has arrived and i all respects ready to 
lischarge (whether or not during usual business hours) the time allowed for dis- 
charge shall commence, vessel in or out of berth unless discharge actually started 
sooner. 

D. Demurrage: Subject to our right to change this provision from time to time 
for any time used in discharging in excess of the allowed lay time, as specified 
in subparagraph C above, you shall pay demurrage at the rate of $1,500 per day 
or pro rata for part of a day, notwithstanding the provisions of article IX hereof 

Kk. Wharfage: All wharfage charges at discharging point are to be for your 
account. 

F. Overtime: In the event you should work the vessel overtime either at night 
or on Sundays or holidays, any customshouse officers’ overtime thus incurred 
shall be for your account. 

IX. Liability: Neither you nor we are to be held liable for failure to perform 
under this agreement due to acts of God, restraint of princes and rulers and 
governments, strikes, preferences granted to or at the request of any Government 
or ageney thereof, or conditions or contingencies beyond the control of either 


party. In the event that we are unable due to any such cause to meet our own 
needs and deliveries under this agreement, our own needs shall be supplied in 
preference to deliveries under this agreement. ‘‘Our own needs,” as used in this 


agreement, shall include the needs of any company affiliated with us, and com- 
mitments to others for Suriname bauxite which commitments to others shall not 
be in excess of 150,000 metric tons per calendar year, this being approximately 
our existing commitments to others. 
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X. Cancellation: If, at any time after January 1, 1952, you should desire to 
replace tonnages purchased hereunder with bauxite mined by you from properties 
hereafter purchased by you, or hereafter acquired by you under lease or concession 
of at least 20 years duration, you may, to the extent that you replace tonnage 
contracted for hereunder with tonnage so mined by vou, cancel your purchase 
commitments to us hereunder for the remaining term of the contract in units 
of not more than 100,000 tons per year, upon written notice received by us 
6 months prior to the effective date of the cancellation of any such unit. Such 
cancellations may not be effected simultaneously, it being the intent that at least 
a full 6 months shall elapse between the notice of cancellation for each unit, so 
that the minimum time for the cancellation of all 500,000 tons would be 3 vears 
from the date of the first notice. Upon the effective date of any such notice we 
shall be relieved of any further obligation to supply the quantities of bauxite 
canceled by such notice. 

XI. Miscellaneous: 1. It is understood that our operations in Suriname are 
carried on through our affiliated company Surinaamsche Bauxite Maatschappij. 
References herein to ‘‘our’’ bauxite, practice, facilities, laboratories, concession, 
commitments, and costs shall be deemed to include those of Surinaamsche Bauxite 
Maatschappij or any other company affiliated with or subsidiary to Aluminum Co. 
of America. 

2. It is also understood that our steamship operations are carried on through 
our affiliated company, Alcoa Steamship Co., Inc. Reference herein to “our” 
operating costs, ships, freight rates, facilities, and transportation conditions shall 
be deemed to include those of Alcoa Steamship Co., Inc., or any other company 
affiliated with or subsidiary to Aluminum Co. of America. 

3. This agreement supersedes the contract of May 12, 1947, under the terms 
of which we are committed to sell and you to buy Suriname bauxite for the period 
from January 1, 1948, to December 31, 1951; and the contract of May 12, 1947, 
is hereby canceled. 

$. Our proposal as hereinabove set forth is made subject to acceptance on your 
part on or before November 15, 1947. If you wish to accept our proposal, please 
execute the acceptance form on both copies of this proposal, and return the dupli- 
cate to us. On receipt of your acceptance on or before November 15, 1947, this 
letter, as so accepted, shall constitute a binding agreement between us for the 
period of time herein set forth. 

Yours very truly, 
Atcoa Minina Co., 
FRANK B. Curr, President 

On the 4th dav of November 1947 we hereby accept your offer to sell to us 
Suriname bauxite in the quantity and for the period of time and upon the terms 
and conditions set forth in the foregoing letter. 

Tue PERMANENTE Merats Corp., 
By D. A. Ruoapes, Vice President. 

Mr. Suears. Mr. Rhoades, vou stated that you have no detailed 
information on Alean’s proposal to sell metal in the United States and 
to build a large aluminum plant in British Columbia. The record 
before this subcommittee shows that Mr. Harrison, of the National 
Production Authority, has turned over to Dr. Boyd, of the 
Defense Minerals Administration, a proposal of the Canadian com- 
pany to sell 210,000 tons of metal in 1955, based on building a large 
power and aluminum project at Kitimat, British Columbia. 

Do you favor this Government’s entering into such an arrangement, 
or would you prefer to have the expansion occur in this country? 

Mr. Ruoapes. I prefer to have the expansion in this country. The 
only basis that I would be in favor of purchasing aluminum from the 
Canadians—and I think I am on record with the Aluminum Advisory 
Committee of the Munitions Board—is on a short-term basis, in order 
to fill this gap until we can get these new facilities in operation. 

Mr. SHears. On October 14, 1950, you offered two proposals to Mr. 
Symington based on two steps of 500,000 tons at each step of total 
expansion. 
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Mr. Ruoapes. I think it was 75,000 tons, three different proposals. 
The original proposal was for 300,000,000 

Mr. Suears. [ am talking about the whole expansion, and you 
are talking about your own. 

Mr. Ruoapes. Oh. 

Mr. Suears. But there were two steps in your understanding of 
this? . 

Mr. Ruoapes. Yes, sir. 

Mr. SHears. You made a proposal on October 14, of both steps, 
did you not? 

Mr. RHoapes. Yes, sir. 

Mr. SuHears. Now, have you heard from anyone in the Govern- 
ment with regard to proceeding with the second step? 

Mr. Ruoapes. No, sir. 

Mr. SHears. Have you had any conversations with anyone about 
the second step? 

Mr. Ruoapes. No, sir. 

Mr. SHears. Are you still ready, willing, and able to proceed 
with your proposal for the second step? 

Mr. Ruoapss. Yes, sir. 

Mr. Suears. Have any assurances of power availability been made 
to you by the Department of the Interior? 

Mr. Ruoapes. No. Power is no problem insofar as we are con- 
cerned for the second step program. 

Mr. Sears. You say you have your own bauxite supplies. Are 
you ready, willing and able to sell bauxite or alumina to independent 
aluminum producers should they be certified by the Government? 

Mr. Ruoapes. Of course, we have no bauxite as of the moment. 
We have alumina capacity. And to the extent that we do not use 
our present facilities for this additional expansion, we would be glad 
to sell any of the proposed new producers alumina from our facilities. 
Now, if it is necessary to expand the facility, we would have to make 
additional arrangements to finance an expansion and also make some 
arrangement for the acquisition of the necessary bauxite to make the 
alumina. 

Now, Mr. Singer, of Apex, had written me in that regard, and | 
had expressed that same proposition to him. 

Mr. Suears. Do you contemplate supplying him with bauxite? 

Mr. Ruoapes. No. 

Mr. Saears. Or alumina? 

Mr. Ruoapes. We have not heard from him. 

The Cuarrman. Mr. Rhoades, I have before me a Government 
exhibit, No. 178, in the Alcoa case, United States District Court for 
the Southern District of New York. It reads as follows: 

That Kaiser “will not be in a fully competitive condition until it 
discovers and develops its own deposits of bauxite from which it can 
secure its necessary requirements at a cost relatively equal to Alcoa’s.”’ 

That is correct, is it not? 

Mr. Ruoapes. You mean, that is a correct statement? 

The CHarrMan. | just want to get it into the record; that is all. 
That is part of the Government exhibits. 

Mr. Ruoapes. | imagine it is. 

The CHarrMan. And it was a communication that your company 
wrote in the correspondence it had with the Attorney General. Now, 
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I just want to ask you whether that is so, so that I can have it in the 
record. It appears in the Government proceedings. 

I will read it again, if you wish. You wrote—— 

Mr. Ruoapes. We need a source of bauxite to be an integrated 
producer to the grass roots of our business; that is correct. That 
statement is correct. And we have that source at the present time. 

The Cuarrman. That is right. There is nothing controversial on 
this. I simply want to get these facts in the record. 

Now, in the 1945 report to the Congress of the Surplus Property 
Board, page 31, we find the following, and I want to ask you whether 
you agree with that: 

A new competitor in the aluminum industry can be really independent only if 
he has his own reserves of bauxite in sufficient quantity and proper quality 
economically accessible to the alumina plant at delivered costs comparable to 
Alcoa’s costs. 

Is that substantiallv correct? 

Mr. Ruoapses. I did not get the first part of that. 

The CuarrMan. This is a conclusion of the Surplus Property 
Board. It is in its report to the Congress. I will read it again: 

A competitor in the aluminum industry can be really independent only if he 
has his own reserves of bauxite in sufficient quantity and proper quality economi- 
cally accessible to the alumina plant at delivered costs comparable to Alcoa’s 
costs. 

That is substantially correct, is it not? 

Mr. Ruoapes. That is substantially correct. In order to be inde- 
pendent, that would be necessary. No producer is independent. 
We all purchase supplies. We are the only producer with our own 
source of soda ash. 

Mr. Hintiines. I wonder if I could ask several questions, Mr. 
Chairman. 

The CHarrMAN. Very well. 

Mr. Hituinas. Mr. Rhoades, at the present time, approximately 
how many employees does Kaiser Aluminum Co. have? 

Mr. Ruoapes. Kaiser Aluminum & Chemical Corp. and Kaiser 
Aluminum & Chemical Sales Corp. have, I should say, between 
6,000 and 6,500. 

Mr. Hitiincs. What would you say is the future of the aluminum 
industry in this country, not taking concern at this time of the great 
needs of the national defense program? In other words, do you think, 
as several witnesses before this Committee have put it, that this is 
a light metal age, and that there is going to be great future expansion 
for commercial and domestic uses of aluminum? 

Mr. Ruoapes. I think the trend is definitely upward. I do not 
think the trend parallels this proposed expansion at all. It is my 
opinion that following this mobilization period, a lot of these facilities 
will be redundant, that is, aluminum reduction facilities. 

Mr. Hitiinas. Would you say, though, that there is going to be 
increased opportunity in the aluminum industry, aside from the 
national defense program? 

Mr. Ruoapes. Yes, gradually; not any vertical curve, by any 
stretch of the imagination. I have only been in this business 4 or 
5 years, but we have had aluminum coming out of our ears, and 
that was postwar. You certainly have valleys, and if you want to 
extend a trend curve, when she starts down, and follow that out, we 
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will all be out of business. And you have some sharp up-turns, too. 
The year 1946 I consider a transition year, but if you take the years 
1947, 1948, and 1949, there is a very, very gradual increase in the 
amount of aluminum used, after taking into consideration the amount 
of imports from Canada as well as our production here. 

Mr. Hiturnes. Let me ask you a question on another subject, now, 
in connection with power. 

Do you think that, looking at the aluminum industry as a whole, 
coal and gas sources of power might be utilized to such an extent that 
they could be found extremely, let us say, efficient and economical in 
the operation of the aluminum reduction plants throughout the 
country? 

Mr. Ruoapes. Yes, 1 do. I think you have more of a choice of 
location if you utilize coal as energy and natural gas as energy. 
Hydroelectric developments are rather remote with respect to the 
geographical distribution pattern of your sales. Coal is in the indus- 
trial areas, you might say, where you would be able to reduce your 
freight to market, which is part of your over-all cost. 

Mr. Hivturnes. In other words, you do not feel, then, that large- 
scale development of hydroelectric power is essential in the expan- 
sion of the aluminum industry? 

Mr. Ruoapes. No. 

Mr. Hiuurwes. That is all. 

The CuairMan. Are there further questions? 

Mr. Suears. I have just one more question. 

In the last part of your statement, you indicated that there was 
some difficulty in getting priorities from the National Production 
Authority. Have you any recommendation to expedite the granting 
of those priorities? 

Mr. Ruoaprs. No, I have no specific recommendations to make. 
| think that the people that have been charged with that responsi- 
bility are competent people, but it has been a tremendous load that 
has been superimposed upon them, and as of the moment they are 
just not set up to do it as quickly and as efficiently as we would like. 
| am sure that it is a matter of time, and that situation will be well 
greased. 

We can only obtain spot priorities, that is, for a particular item, 
and fight that one through, and get a directive on that particular 
item. That is very difficult. 

it will take us months and months to build these facilities, unless 
that is corrected. And it will be corrected, 1 am sure. 

What we are advocating is a specific rating to a particular project, 
so that we do not have to go through all that work every time we want 
a little material. And I] think that that will come about. 

Mr. Suears. Does that apply only to priorities, or does it cover 
accelerated amortization? 

Mr. Ruoapres. Going back to this contract that we have been 
attempting to conclude with GSA for the expanded facilities, 1 think 
I have outlined to you some of the principal points in those contracts. 
We are not going to be able to conclude those contracts until we have 
received certificates for the construction of those facilities. 1 think 
this is pointed out in my letter to Mr. Symington of October 14. In 
all of our negotiations with GSA, NSRB, and the Department of the 
Interior, they have been on the basis that a certificate would be 
issued for the 5-year amortization of the full cost of those facilities. 
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Now, that principle has never been questioned up until the last 
couple of days. I do not know whether you call it reneging, or what 
is happening, but they are certainly not going through as rapidly as 
we hoped, and there may be some difficulty with respect to a 100- 
percent certificate. 

Now, all of our projections were predicated upon that 100-percent 
certificate for the cost of the facilities. And if that fundamental 
principle is changed, I can see some more delay. 

The CuarrmMan. Mr. Rhoades, do you not think also that the rate 
that the Federal Reserve bank is going to charge for the guaranty, 
guaranteeing the repayment of any loans that might be made from 
private capital to construct these plants at the rate of 24: percent is 
entirely too high? 

Mr. Ruoapes. I have not spent too much time on the bank 
guaranty route for this financing. As I said above, we are proceeding 
with private financing. But as I recall it, | think there is a sliding 
scale on the 24 percent that dips very sharply in the event that, say, 
only 70 percent or 75 percent is required. 

The CHarrmMan. Then it goes down from 2'5. But if the Gov- 
ernment, through the Federal Reserve System, guaranteed the full 
amount, then the Federal Reserve gets 2 percent merely for that 
guaranty. The Government does not put out any money. It 
guarantees it. There is no likelihood that the Government will lose 
a penny on it, any more than they lose any money on the FHA 
mortgages that are guaranteed by the Government. 

Now, if the 2% must be paid within the full guaranty, it is going to 
be mighty difficult for anybody to get private capital to come in to 
construct those plants if they must pay 3, 3%, or 4 percent to the 
private investors. That will bring the costs of the aluminum up too 
high, and it would not be a profitable venture. 

Mr. Ruoapes. When we went into the aluminum business, it was 
necessary for us to establish a line of credit for $15,750,000. 

The CHarrmMan. And what did you pay? 

Mr. Ruoapes. Four percent. 

The CHarrMan. Four percent? 

Mr. Ruoapegs. Yes, sir. 

The CHarrmMan. Now, you can readily see, if the independent 
manufacturer is going into the aluminum business under these con- 
ditions and he has to pay 4 percent for his money and as a condition 
precedent to getting that 4-percent money he has to get a guaranty 
by the Government for which he must also pay 2!) percent, if he gets 
a 100-percent guaranty, that is going to be very difficult. 

Mr. Ruoapes. | should not think the bank would want 4 percent 
with a 100-pereent Government guaranty. 

The CHarrmMan. Yes. But | am informed that some institutions 
are asking as high as 3° percent. What is your company going to do? 

Mr. Ruoapes. We are not using the guaranty, as I said before, Mr. 
Chairman. We are trying to go down the private route. 

The CuarrmMan. Of course, that means that your company is 
financially strong enough not to need the guaranty. But what about 
the fellows who are not so strong as you, like Harvey, and like Apex? 

Mr. Ruoapes. | think the maximum on that, Mr. Chairman, is 
© percent. 

The CuarrMan. Over all; ves. 
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Mr. Ruoapes. Including Federal. 

The Cuarrman. But that means that if you take the full guaranty 
and you have to pay 2 percent, you will not be able to get the money 
for 2% percent from the private interests. 

Mr. Ruoapes. I do not know. I could not say. 

The CuartrMan. | do not want to press the matter. I am just 
posing the question. 

Mr. Ruoapes. But it seems to me that the bank would be inclined 
to give a minimum interest rate when they are fully guaranteed by 
the Government. 

The CuarrMan. But they are also afraid they are going to run into 
trouble on that. 

Mr. Ruoapes. It is just like a bond, I should think. 

Mr. Wiiuis. When you say you are arranging to finance this pro- 
cram privately, you are talking about the first phase of it; is that not 
right? 

Mr. Ruoapes. Yes, sir. There is nothing here concerning the 
second phase except the letter that I wrote to Mr. Symington on 
October 14, which was a sort of preliminary proposal. 

The Cuarrman. Are there further questions? 

(No response.) 

The CHairman. Thank you very much, Mr. Rhoades. We appre- 
ciate your coming. 

Our next witness is Jyr. C. V. Smith, of the National Alumi- 
num Co. 


STATEMENT OF C. V. SMITH, NATIONAL ALUMINUM CO. 


The CHatrmMan. Will you give your name and the company you 
represent to the stenographer, please? 

Mr. Smirn. C. V. Smith, representing the National Aluminum Co., 
to be formed in the event of certification. 

The Cuarrman. Where do you reside, Mr. Smith? 

Mr. Smiru. Little Rock, Ark. 

The CHarrmMan. Proceed. 

Mr. Smiru. | represent a group of individuals that include the 
highest recognized technical ability in the aluminum industry, and 
together with managerial, financial, and general business experience. 
Inasmuch as we are a group of individuals rather than an existing 
company, perhaps I had best qualify some of the individuals and tell 
you a little more about them as individuals, so that you can see what 
would be behind the company when it was formed. 

Mr. Bryson. Do you propose to ask for a charter under the State 
laws of Arkansas? 

Mr. Surrx. Probably Delaware. 

Mr. Bryson. Delaware. 

Mr. Smiru. Probably Delaware. 

As for myself, I have had some 35 years of business experience in 
the metals industry, in finance and transportation. My most recent 
venture was a bus business in the Southwest, one of the largest bus 
businesses outside of Greyhound, and it had a maximum 
of $14,000,000, and had over 3,500 people working for it 

The Cuarrman. Are you a lawyer, Mr. Smith? 

Mr. Smrru. I am not a lawyer; I am a businessman. 


eyross revenue 
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Mr. McCuuuocu. Are you now president of that bus company? 

Mr. Smith. No. My company sold that about a year and a half 
ago, and at present, since that time, I have been engaged in invest- 
ments and that sort of thing. 

Mr. McCuttocnu. How long were you president of the company? 

Mr. Sairu. I[ was president of that company from 1943 until 1949. 

Associated with me in this aluminum enterprise is Mr. Arthur F. 
Johnson, a gentleman who has 25 years of experience in the aluminum 
business, holding responsible executive and operating positions and 
also research jobs with both Alcoa and Reynolds. He was the plant 
manager at Reynolds’ Lister Hill and Long View plants, and under 
his supervision developed a process whereby Jamaican bauxite could 
be used successfully. 

Also in our group is Mr. Aaron S. Saphier, who is president and 
chairman of the board of the General Bronze Co. at New York, who 
has had a long and successful business experience in the metal indus- 
tries, and I might add that their company consumes considerable 
amounts of aluminum. 

Also associated with us is Mr. Harry Harris, a majority stockholder 
in Continental Copper & Brass Co. of New York and the United 
Aircraft Products Co. of Dayton, Ohio. 

Mr. Wheeler, another associate, is an attorney and a senior partner 
in a local law firm in Washington here. 

If certificated to produce aluminum, we propose to form the Na- 
tional Aluminum Co., erect plants and engage in the business as 
outlined in detail in our proposals to the Government 

I believe that a copy of that proposal is in the hands of this sub- 
committee for the record, if you wish it 

The CuHarrman. You might leave it for the members of the com- 
mittee. You need not put that in the record. Have you that with 
with you? 

Mr. Smirn. I think the only remaining copy I have has been left 
with Mr. Shears. 

The CHatrrMan. Do you have a copy of that document, Mr. Shears? 

Mr. SuHears. Yes, sir. 

Mr. Smirn. I thought the best way to give you our story might 
be to go through our efforts chronologically since last September or 
October in connection with this enterprise, and if vou have no objec- 
tion, I will handle it that way. 

Mr. McCuttocnu. Mr. Smith, do you propose to finance erection 
of plants and the furnishing of equipment therein with private capital 
or with Government loans? 

Mr. Smiru. With private capital, with some part of it coming 
under Government guaranty. 

Around the Ist of October 1950, Dr. Sebastian, Assistant to the 
Director of the Otlice of Matériel of the National Security Resources 
Board, who knew of the qualifications of some of our people and our 
interest in entering the business, recommended we confer with Mr. 
Seybold, of the Munitions Board, with the idea m mind of submitting 
a proposal to construct and operate an aluminum reduction plant. 

We did confer with Mr. Seybold and Mr. John T. Mason of the 
Munitions Board concerning the submission of such a proposal 

Mr. Mason provided us with seven questions that he wanted us to 
answer in our proposal to the Board. These questions concerned 
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delivery schedules, that is, how quickly we could get into production, 
what would be our raw material source, our power supply, location, 
the price of our product, what financial aid we expected, and generally 
the terms of the contract with the Government as to a 5-year contract 
to furnish material, and the cancellation terms of it, and so on. 

We understand that those same questions were circulated to only 
six organizations: Alcoa, Reynolds, Kaiser, Apex, Harvey, and our- 
selves, which were at that time, we understand, the only organizations 
considered qualified by the Munitions Board. 

Mr. McCutiocn. Did I understand you to say that it was your 
understanding that the Munitions Board felt that these six organiza- 
tions were the only ones in the United States qualified, apart from 
this expansion program? 

Mr. Sairu. I am in no position to say that they reviewed the en- 
tire industrial potential of the United States, but we understand that 
at that time these were the only six outfits which were invited to sub- 
mit proposals. 

Mr. McCuttocn. I just want to observe here, Mr. Chairman, 
that that appears to me to be one of the important contributions 
that this committee might make, the selection of companies for this 
very responsible undertaking and the reasons why invitations are 
limited to six or to whatever number they may be limited to. 

I also think it is most important for this committee to know just 
who is going to determine that most important question. 

Mr. Suears. We are calling Dr. Boyd, Mr. Chairman, to discuss 
that. 

The CHarrMan. Proceed, Mr. Smith. 

Mr. Smiru. About October 7, Mr. Seybold told us that the Muni- 
tions Board was turning over those functions to the NSRB, and that 
we should deal with them from that time on. 

On October 13, we submitted a complete and detailed proposal 
for a three-pot line plant to produce 57,000 tons of aluminum a year 
from alumina. That alumina was to be supplied by other producers. 
This plant was to be located in the Southwest, and to utilize natural 
gas as a source of electric power. 

Domestic alumina production capacity at that time exceeded con- 
sumption by more than 700,000 tons annually, so that there appeared 
to be a potential supply of alumina in plenty of quantity, so that an 
alumina plant would not also be required. 

We made inquiries of Alcoa, and a price was quoted by them on 
alumina to us. Our proposal contained copies of original firm quo- 
tations on the construction of our own power plant—that was a firm 
quotation from the Nordberg engine people, on fuel supply, an option 
en a plant site which was at Edna, Tex.—and quotations on major 
secondary material and supply items, such as lime, soda, and all 
that sort of thing. 

Costs schedules, personnel schedules, and construction and produc- 
tion schedules were included in that proposal. The last mentioned, 
that is, the production schedule, is attached as an exhibit to this 
testimony, indicating that had we been expeditiously certificated, we 
could begin delivery of metal as early as August of 1951. 

Mr. McCuttocn. Mr. Smith, do you think that you would be in a 
position to begin production in 10 months from any given date after 


certification? 
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Mr. Smirn. If we were to receive certification at this time, it is 
undoubtedly true that those construction schedules would have to be 
stretched out considerably above what they would have been back 
last October or November. 

I presume that power plant machinery and building steel and all 
that sort of thing are now partly spoken for and partly under priority 
already, so that someone coming into the picture at this date would 
probably have to stretch those 9- to 10-month production schedules 
out to around 12 months, let us say. 

Mr. McCuttocu. If there would be a critical shortage of aluminum 
at this time, then time is even more of the essence now than it was in 
October? 

Mr. Smrrx. That is correct, sir. 

Mr. McCvutxocu. Is it your opinion that there should be a quick 
conclusion reached by those responsible for reaching the conclusions 
in the matter of the production of additional quantities of aluminum? 

Mr. Smita. Absolutely. We are somewhat at a loss to see why the 
matter was not proceeded with more expeditiously some 3 months 
ago, perhaps. And I am going to go into that a little further in my 
testimony. 

Mr. McCuttocn. Do you know any facts that are lacking upon 
which a firm conclusion might be reached? 

Mr. Smrrax. As to the reasons for the delay? 

Mr. McCuttocn. Yes, sir. 

Mr. Smiru. None, other than the 

The CHarrMan. You have no plant, have you? 

Mr. Smirxa. Yes, we 

The CuarrMan. You have no aluminum plant at all? 

Mr. Smirx. No; we have no aluminum plant. 

The CHarrMANn. Now, when it comes to those that have been men- 
tioned, like Harvey and Apex, as I understand it, both Harvey and 
Apex are already smelters. They have plants. They are, I think, 
secondary smelters. They are in that business. They have the 
plants. They have the technological know-how, and it is natural, I 
should think, that preference would be given to concerns like Harvey 
and Apex over your own, which does not even exist yet. You are 
not even incorporated. 

Mr. Smiru. They have no more knowledge, sir, of the technical 
requirements for producing the metal aluminum from alumina or 
alumina from bauxite than we have, nor have they as much knowl- 
edge 

The CuarrMan. Now, Mr. Smith, I do not say that you should not 
getacertification. But I say that when it comes to making a selection, 
I should think they would seleet—naturally I would—concerns that 
are in the business of making aluminum, as these two companies were. 

Mr. Smirx. They were not manufacturing aluminum, sir, from the 
raw material. They were taking scrap, remelting it, and that sort 
of thing. 

The Cuairnman. They were what we call secondary smelters. 

Mr. Smiru. In fact, one of those organizations has come to us and 
borrowed our aluminum engineer on a per diem basis to show them 
how to get into the business. We had rough pians, at least, worked 
out some 2 or 3 months before these other people were certificated. 


I am trying to make the point that although we were not in the busi- 
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ness, we have the know-how within this group of individuals ready 
to go, unhampered with other business problems of getting out other 
metals or anything like that, and could have devoted our entire 
energies to getting into business quickly and getting into production 
quickly. 

The CuairMan. Why do vou not get your corporation formed and 
have some sort of set-up? Why are vou delaving on that? 

Mr. Smrru. There is no particular reason why we could not form a 
corporation, but when it gets down to 

The CHairMaNn. You have no labor force; you have nothing upon 
which thev can hang their hats. 

Mr. Surrn. We have the 

The CHatrMAN. Everything that you have is on paper. I should 
think that you would be considered, and I hope that they will con- 
sider you, but I do not think that vou have been diligent in getting 
your force together. 

Mr. Suir. We have the skeleton force of the top people, the 
engineering people, managerial, labor, personnel people, the construc- 
tion people, ready to jump in on this thing at a moment’s notice. 

The CHarrMANn. How could you give a contract to something that 
does not exist? 

Mr. Smita. Sir—— 

Mr. Bryson. You are not even a legal entity. 

Mr. Smrrx. We can get the corporation formed. That is a matter 
of an afternoon’s work. 

Mr. Bryson. It is not expensive to get a charter. 

Mr. Smrru. We realize that. 

Mr. McCuniocn. Mr. Chairman, my series of questions was not 
propounded for the purpose of trying to determine why a selection 
had not been made or why one was favored over the other; my series 
of questions was propounded for the purpose of trying to determine 
why there has been a delay in the National Munitions Board from 
sometime in October to theretofore, when it was apparent that there 
was a critical shortage of aluminum, until almost the erd of January. 
As time progresses, it appears that it is going to take longer and longer 
to put into operation the facilities to produce this critically short 
material. 

The CHarrman. No. They are good questions. 

Mr. Hiturnes. I would like to ask right along that same line, Mr. 
Smith. Since the meeting on October 23, to which your proposed 
company was invited, have vou received any encouragement from the 
Government people who are charged with the responsibility of en- 
deavoring to bring about an increased supply of aluminum for national 
defense purposes? 

Mr. Smiru. We have been asked several times to revise our pro- 
posals, always in an upward direction, both as to increased capacity 
of aluminum and finally as to added rolling mill facilities so as to put 
the ingot metal into usable form for manufacturers. 

Mr. Hriurnes. Has the delay in getting your company organized 
been predicated in part upon the feasibility of obtaining some com- 
mitment from the Government as to purchases of aluminum which 
might be made from your company once you get it organized, particu- 


larly, say, in view of the fact that such a commitment may be of help 


in obtaining financing for the organization of the company? 
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Mr. Samira. We have not sensed any holding back for any reason 
of that kind. In fact, we do not know what the hold-up is. We doubt 
if it is simply because we are not organized as a corporation. 

Mr. Hiturnes. I might say, Mr. Chairman, that as I remember the 
President’s message on the state of the Union earlier this month, he 
made a particular point of mentioning that one of the goals was to be 
able to produce 50,000 airplanes, to have the industry of this country 
in such a position that that could be brought about in a short period 
of time, in the face of a further crisis in the international situation, 
I feel that certainly very great effort should be made on the part of our 
Government people, who are endeavoring to see that proper supplies 
of aluminum, which is certainly an essential commodity in regard to 
the construction of aircraft, to do everything they can at least to 
explore the possibility of new companies’ coming into the field. 

I think that regardless of the fact that maybe those companies are 
not completely organized at the time they discuss the problem with 
the Government people in this regard, certainly very definite consider- 
ation and exploration should take place on the part of our officials. 

Mr. Wiuus. This is a subcommittee to study monopoly, on the 
theory that we do not have enough in the business. I am sure that 
the chairman does not want to discourage this man in his effort. On 
the contrary, he is encouraging this man to get going. 

The CuarrMan. That is what I want. 

Mr. Wiuuts. I am satisfied that that is what the chairman has in 

mind. 
4 Mr. McCuttocu. Mr. Chairman, it is my opinion from some of 
the testimony that has been offered here that the very highest echelons 
responsible in the premises have not yet made up their minds about 
how much production of aluminum they want. 

The CuatrMan. You are absolutely correct. 

Mr. McCuttocu. And I think ——— 

The CHarrMANn. We ought to find all the facts. 

Mr. McCuutocu. I think we must do that, and I think that we 
should do that promptly. 

The CHairMan. That is why we are having these hearings. 

Proceed, Mr. Smith. 

Mr. Smira. Following the submission of our proposal on October 
13, the next move we were aware of was that on October 23, 
Mr. Symington called a meeting of the six qualified applicants to dis- 
cuss aluminum industry expansion. Our organization was represented 
at this conference by Mr. Wheeler and myself. After October 23, we 
were advised of the development of a shortage in aluminum and re- 
quested to submit an amended proposal wherein provision was made 
for the construction and operation of our own alumina plant and the 
development of our own bauxite supply. 

1 might add that our Mr. Johnson is familiar with Caribbean sources 
of bauxite, and felt that we could develop an adequate supply from 
the Caribbean area. 

On November 6, we submitted our amended proposal wherein 
detailed estimates and comprehensive plans were set forth as requested. 
Between November 6 and December 20, numerous conferences were 
held with Dr. Boyd, Director of the Bureau of Mines, Mr. St. Clair, 





: 





STUDY OF MONOPOLY POWER 279 


head of the Aluminum Division of the Bureau of Mines, Mr. Gumbel, 
of General Services, and Dr. Sebastian, who is in the Aluminum 
Division of the NSRB. These conferences concerned financing, 
power, and other details of a proposed letter of intent. 

On December 21, Dr. Boyd requested us to submit a further 
amended proposal to increase our pot lines from three to four, and 
to correspondingly increase our alumina and bauxite facilities. It 
was also indicated to us at that time that a bottleneck would develop 
in the manufacture of aluminum sheet, wire, rod, and shapes, that is, 
resulting from this proposed expanded aluminum capacity in the 
industry generally, and that we should, therefore, include such facilities 
in our amended ‘proposal ; that is, a rolling mill to manufacture the 
shapes from the aluminum. 

On January 10, 1951, we submitted such an amended proposal 
as suggested by Dr. Boyd. 

Mr. McCuttocu. I would like to inquire when the shortage in 
alumina developed, because it has been my understanding that there 
has not been a shortage of alumina at any time since 1945. 

Is my understanding correct? 

Mr. Smirn. My thought on that is this, that as the expanded 
aluminum program got under way and was visualized a little more 
concretely by the “Government de ‘partments, they foresaw that 
whatever available overage of alumina capacity there was would be 
used up in the production of metallic aluminum. Therefore, any 
new manufacturer coming into the business should arrange for its 
own material and own sources of supply all the way back to the raw 
materials. 

The competence of our technical personnel—that is, in our group 
is such that one of the independents who has been certified in the 
industry has approached our top operational personnel and has 
requested his assistance on a consulting basis to assist them in getting 
into the business. It is an anomalous situation where a noncertificated 
applicant must furnish know-how of its key personnel to get a certifi- 
cated applicant into operation. 

I think that that one circumstance there should qualify our group, 
even though we may not be organized into a corporation as yet. 

In our opinion, the most expeditious method of producing this 
scarce metal and at the same time of complying with the intent of 
Congress to help small business was not carried out by the policy 
adopted. This policy, that is, the policy adopted by the adminis- 
trative agencies, was expressed in the testimony of Mr. Larsen on 
January 23, the day before yesterday, before this subcommittee as 
follows: 

In order to obtain production as rapidly as possible the present producers in 
the aluminum field should bear the major burden of the increase. 

Accordingly, existing producers were the first to be certificated. 
We respectfully submit that we were in a position to produce just as 
quick or quicker action. Unhampered with other problems or 
business, we could devote our whole energies to the one problem at 
hand, based on plans and tentative commitments already roughed out 
months in advance and on file with the interested departments. 
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It would seem that the administrative policy was diametrically 
opposed to the intent of Congress written into the Defense Production 
Act of 1950, which states in section 701 (a): 

It is the sense of Congress that small-business enterprises be encouraged to 
make the greatest possible contribution toward achieving the objectives of this 
Act. 

Now, in one sense, no aluminum business is small business. If 
vou are talking of chicken farms, a small chicken farm might represent 
an investment of $5,000, and a large chicken farm an investment of 
$50,000. But a small aluminum business, an aluminum production 
plant, will represent an investment of some $60,000,000 or $70,000,000 
all the way from bauxite on through to pig aluminum, and a large 
aluminum business can be judged by the capital invested in some of 
our largest aluminum companies. 

Mr. Bryson. There is not any such thing as a small aluminum- 
production plant. 

Mr. Smiru. It is an elephant business. There are small elephants 
and big elephants. It is not the mouse business, with small mice and 
big mice. 

Mr. Bryson. You start off big. 

Mr. Smiru. Yes; it is a relative curve. 

Dr. Marlett, the Assistant to the Director of the Defense Electric 
Power Administration, testifying for Secretary Chapman on Monday 
of this week before this subcommittee, testified to an even more 
serious consequence arising from disregard of the congressional man- 
date in the Defense Production Act. I quote from his testimony: 

I think we must face the facts and try to foster as many new operators as are 
possible, provided they operate at reasonably low levels of cost. If the Govern- 
ment wants to promote competition without regard to how the cost and prices 
may go for new producers, we could possibly have quite a numer of producers. 
But then the market outlook would be much less favorable, the cost to the public 
would be very high, and that kind of competition would not bring the benefits 
that competition is supposed to bring. 

Mr. McCutiocu. Mr. Smith, do you have any serious objection 
to that quotation from Mr, Marlett? 

Mr. Smiru. No; I think it is 100 percent correct. I am going to 
develop the thought that the very situation envisaged by Dr. Marlett 
has been partially brought about by the delay in certificating new 
independent aluminum companies such as ourselves, while approving 
the expansion of existing large interests. That is because the costs 
are now, let us say, relative 1) some 8 or 10 percent higher than they 
would have been 4 or 5 months ago, of getting into the business. 
And all those capital costs are written into the books of the new com- 
pany and have to be covered in the cost-and-price structure. 

Mr. Bryson. And the cost is increasing daily? 

Mr. Smirn. Yes. 

It militates against permitting such new businesses to compete 
effectively in this industry. In other words, the older producers have 
lower capital costs from years ago, or have bought plants from the 
Government at 10, 15, or 25 cents on the dollar, and have lower capital 
costs, and therefore lower production costs. 

I will cite just one instance of the effect of the delay arising from 
administrative policy. In October, shortly after submitting our pro- 
posal, further inquiry showed we could obtain natural gas, one of the 
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principal items of costs, at around 6}¢ cents per thousand cubic feet 
Now, that is a firm quotation that we had in writing, and in negotia- 
tions we were given some hope of getting it around 4'4 to 5 cents down 
around Texas. But I use the figure that we had a firm quotation on, 
6% cents per thousand cubic feet. Today, it is doubtful if it could be 
obtained under 10 cents per thousand cubic feet, an increase of 60 
percent, in one of the principal raw materials. Plant and other costs 
would also be higher today. 

There } Is still an opportunity toe stab lish new inde pena lent. effective 
competition in one of the most monopolistic industries in the United 
States. This opportunity should not be lost because it may be the 
last chance whereby competition may be infused. It should be done 
promptly and before relative costs of new plant capacity get too far 
out of line with those of existing interests. 


Now, I have been sitting in this room today, and have listened to 
some que ‘stions and statements about postwar possibilities of expanded 
plant—how they would fare under competitive conditions after the 
emergency is over, when and if the emergency is over. 


I have been approached by some six or eight large independent users 
of aluminum who felt that they were being treated to this in-and-out 
process on sales by the large producers that I heard reference to this 
afternoon, and who would be quite happy to tie in with our organi- 
zation, financially and otherwise. We have held off all but one of 
these groups, the General Bronze Co., who we felt would add some 
substance and some technical know-how to our organization, becau 
we did not want to tie up all of our output with a small group of users 
commercially and thus be tagged with the label of a large, integrated, 
closed corporation, with the remaining number of 17,000 independent 
aluminum users not having some source of supply. 

Chairman Celler summarized the aluminum supply situation on 
Monday in this subcommittee as follows: 


The (‘HAIRMAN. To reci pitulate, by the first hs lf of 1952 1 ‘ hortage over all 
will be over 600,000 tons and that shortage would grow progressively worse ever 
6 months thereafter Is that correct? 

Mr. Marlett answered: 

rl at is correct. 


We are here to state on the record that we continue to press for 
certification of any economically feasible part of this needed 
production. 

Mr. Wiiuis. Are you prepared to finance the project in accordance 
with the projected rules of the Department of Defense? 

Mr. Smiru. Yes. I have made preliminary inquiries of banks and 
other financial institutions, and have gone as far as we could go with- 
out some kind of letter of intent from the Government. We have 
not gotten down to discussing interest rates or anything like that. 
But we have every assurance that we will receive favorable con- 
sideration. 

Mr. Wiuiuts. The lack of ability to finance did not play a part in 
the delay? 

Mr. Smrrn. No. 

Mr. Witurs. I confess for my part that I sympathize with you, 
Mr. Smith. I think we should take care of small business in some 
way. 
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The CHarrMAN. Are there any questions, gentlemen? 

(No response. ) 

The CuarrMan. We want to express our gratitude to you, Mr. 
Smith, for your statement here this afternoon. 

We will adjourn, to meet tomorrow at 10 o’clock. We will hear 
Mr. Troy of Eastern Metals Co., Mr. Harvey of the Harvey Machine 
& Tool Co., Mr. Singer of Apex Smelting, and Mr. Dynner of the 
Independent Aluminum Co., and possibly Mr. Dewey Anderson, if 
we can reach him. 

The meeting will now adjourn. 

Mr. Smirx. Thank you, sir. 

(Thereupon, at 4 p. m., the hearing adjourned until 10 a. m. Friday, 
January 26, 1951.) 
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FRIDAY, JANUARY 26, 1951 


House oF REPRESENTATIVES, 
SpeciAL SUBCOMMITTEE ON THE Stupy or Monopoiy 
PoWER OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The special subcommittee met, pursuant to adjournment, at 10:10 
p. m., in room 346, Old House Office Building, Hon. Emanuel Celler 
(chairman) presiding. 

Present: Representatives Celler, Bryson, Willis, Rodino, Goodwin, 
and Hillings. 

Also present: Curtis Shears, counsel to the subcommittee. 

The CuarrMan. The committee will come to order. The Chair 
expresses its apologies for being late. 

Our first witness this morning is Mr. Harvey, of the Harvey 
Machine Co. 

Mr. Harvey, before you address yourself to this subcommittee I 
notice a report in the New York Times this morning headed, ‘Kaiser 
Aluminum gets private funds—$115,000,000 mortgage bonds and 
bank loans to aid expansion for defense.”’ 

I think there were inquiries yesterday addressed to Mr. Rhoades 
of the Kaiser interests, and he expressed some doubt as to their financ- 
ing. Apparently, while he was testifying here, these arrangements 
were about to be consummated. I am going to put in the record this 
New York Times report of the 26th, namely, today. 

(The article referred to by the chairman reads as follows:) 


[From the New York Times, January 26, 1951] 


KatseER ALUMINUM Gets PRIVATE FuNnps—$115,000,000 Mortrcacre Bonps 
AND BANK Loans To A1tp EXPANSION FOR DEFENSE 


(By Paul Heffernan) 


Private financing totaling $115,000,000 in mortgage bonds and bank loans has 
been arranged for the expansion of aluminum production by Kaiser Aluminum & 
Chemical Corp., it was learned yesterday in investment banking circles here. 

Insurance companies and banks will put up the money as soon as the Federal 
Government executes contracts assuring disposal of the Kaiser output and permit- 
ting the producer to amortize fully the costs of expansion on an accelerated de- 
preciation basis. 

Within a week of the execution of final formalities the Kaiser company expects 
to start building an aluminum plant in the Southwest on an undisclosed site on 
the Gulf coast of either Texas or Louisiana. 

The loans earmarked for Kaiser are the first private financing agreed upon for 
the expansion of the aluminum industry’s capacity by nearly 1,000,000,000 
pounds, as pledged to the Government by the major producers—Aluminum Co, 
of America, the Kaiser enterprise, the Reynolds Metals Co., and other concerns. 

Aluminum Co, of America, with an expansion of 240,000,000 pounds projected, 
is to ask stockholders February 15 to facilitate the requisite financing by approv- 
ing a proposed increase in the company’s debt from $200,000,000 to $500,000,000. 
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The financing arranged for the Kaiser enterprise follows somewhat the pattern 
of that effectuated recentlv for the Kaiser Steel Corp. Of the financing’s total 
proceeds of $115,000,000 Henry J. Kaiser will turn over $38,000,000 to the 
Federal Government to retire debt incurred by his company in acquiring alu- 
minum production plants from the War Assets Administration. 

In the Kaiser steel financing, the Federal Government got $91,185,990 of the 
aggregate $125,000,000 proceeds from bank and insurance company loans and 
the sale of preferred and common stock. The First Boston Corp., which arranged 
the steel financing, has also been negotiating the aluminum transaction. 

The financing arranged for Kaiser aluminum consists of $75,000,000 of 25-year 
first-mortgage bonds, which a group of insurance con pan ies have agreed to buy 
ind $40,000,000 of term loans to be granted by commercial banks. ‘The bank 
loans are to come due in 5 to 6 vears. 

The Washington formalities holding up consummation of the financing econ- 
sist of execution by the Government of the agreement set up last November in 


letters of intent given bv the General Services Administration, and of the 
certificates of necessit’ authorizing the accslerated depreciation allowances. 

The company would be required to make available part of the output to the 
Government for stockpiling and to make available another part to other fabri- 
cators of the metal. ‘The Government, on its side, is to guarantee to take over 


any part of the Kaiser output not otherwise disposed of 

The expansion in production pledged by the Kaiser interests represents an 
estimated 80 percent increase in its capacity. ‘The eng’ @ all-over capacity 
at present is 1,454,150,000 pounds of the primary metal a year, an aggregate 
that stands to be nearly doubled by the middle of 1953, if present expansion plans 
are fulfilled. Contributing to the projected increased capacity will be the 
outputs of two new producers, the Apex Smelting Co. and Harvey Machine Co. 


The Cuarrman. Mr. Harvey, will you state your name, address, 


and your connection? 


STATEMENT OF, LEO M. HARVEY, PRESIDENT, HARVEY 
MACHINE CO. 


Mr. Harvey. My name is Leo M. Harvey, address 19200 South 
Western Avenue, Torrance, Calif. I am the president of the Harvey 
Machine Co. 

Do you want me to make a statement with reference to this 
announcement you made? 

The CHarrMan. No. Would you care to make a comment on this? 

Mr. Harvey. No. If it is not necessary. 

The CHarrmMan. All right, sir. 

Mr. Bryson. Are you the founder of the Harvey Machine Works? 

Mr. Harvey. Yes, [ am. 

I have prepared a little statement that I believe will explain our 
position a little more fully. My company is an independent family 
concern. Its history goes back more than 30 years, through three wars. 
We entered the aluminum fabrication business more than 5 years ago, 
when we first leased and subsequently pure ‘hased a Government-built 
aluminum extrusion plant at Torrance, Calif. When this plant was 
constructed, it should be noted, right next door the Government built a 
reduction plant to produce the necessary material for its operation. 

At the end of World War II that plant was cannibalized as being 
uneconomic in peacetime and the building sold to a United States 
Steel subsidiary, who turned it into a strip mill. 

We had hardly gotten our new plant into operation when greatly 
expanded demand for aluminum brought about a serious raw material 
shortage. I might mention right then and there we decided we had 
to protect ourselves by getting our own independent facilities for 
production of primary aluminum. The Government-built reduction 
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plants which best lent themselves to economic peacetime operation 
had already been sold to Kaiser and Reynolds at reasonable prices. 
Our studies indicated that to construct a new plant from scratch made 
capital investment required to get into-the business so high as com- 
pared to those with whom we must compete that it would be doomed 
to failure from the start unless one could obtain the bulk of required 
equipment at prices equalizing the advantages given Kaiser and 
Reynolds. 

The new plant, we concluded, must be located near a source of 
electric power of adequate size at reasonable rates. We spent more 
than 2 vears locating a suitable site and assembling personnel and a 
technical staff capable of handling a reduction plant 

| must tell vou, gentlemen, that we made up our minds to go into 


the business before the Korean situation. We diligently worked out 
our plans. We even signed a contract for power before the Korean 
situation started. At that time we tried to buy some Government 


equipment, which was pretty hard to get. We thought by buving 
some Government equipment that was presently located at some other 
plants, we could get into the business more reasonably. 

There is no reason to recount the obstacles encountered and sur- 
mounted to bring new blood into the aluminum reduction field. 
What is more important, now that we are in, is to see that we get the 
help that was promised us. You must insure that we emerge strong 
enough to stand on our own feet. We can only have a fair chance 
to grow and cor pete with existing concerns if we ore given assistance 
comparable to that enabling Reynolds and Kaiser to come in 

The subcommittee is no doubt familiar with the arrangements made 
for the present expansion. When this expansion was arranged, we 
requested that any additional capacity added should have a substan- 
tial proportion earmarked for nonintegrated, independent fabricators. 
The need for this was made apparent in our dealings as a noninte- 
grated fabricator with the producers. 

We must remember that the fabricating capacity of the integrated 
producers today is nearly twice as much as the ingot capacity pro- 
duction. Now then, just when the use of aluminum has been expanded 
and the need for ingot the greatest by the independent producers, the 
producers of primary ingot then stop selling the metal to the fabri- 
eators. As a result, the independent fabricators were held down in 
their efforts to expand. The independent is down when industry in 
general is down, and not allowed to go up with the rises, when the 
business evele rises. The ingot producers call this conforming to 
the historical pattern. 

| would like to explain a little bit about those words “historical 
pattern.” Here is the way the situation works. Any concern who 
is In business, we all know that business is not on an even keel, and 
you have ups and downs, and unless a business is able to take care of 
the ups, it is unable to sustain itself in the downs. 

Now, imagine the condition of what happens. According to the 
historical pattern, the fabricator starts in business and, naturally, 
When he starts out his requirement for aluminum is small. There 
comes a time when he can expand. Right ott the bat the producers 
of ingots stop selling, because your historical pattern has been low 
In other words, he cannot get anv more metal. As a result, they keep 
him alwavs down in peonage. He cannot go any higher. 
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Now, we have been in the aluminum business for 5 years. We put 
a lot of money into it, and a lot of effort, and in a measure we suc- 
ceeded far better than comparable companies, even with big organi- 
zations, 

For instance, our plant was built for a capacity of 750,000 pounds 
a month. At present we produce a million and a half to two million 
pounds a month with the same machinery and the same equipment. 
Of course, it would be different personnel and different management, 
but we are able to do so. 

Now, unless we are able to buy material when the thing expands, 
there is no way for us to expand, unless we have our own supply of 
materials. 

Mr. Wituts. Are yeu a fabricator only, or a producer of aluminum 
as well as a fabricator? 

Mr. Harvey. Today we are only fabricators. We are trying to get 
into the business as producers. We have been certified by the Interior 
Department and by the General Services Administration. 

Mr. Writuts. Who are your suppliers? 

Mr. Harvey. Today we have three suppliers. We have Alcoa, 
that is, the Aluminum Co. of America, Reynolds, and we buy some 
metal from the Canadians, and a very small amount from Kaiser. 

Mr. Bryson. You want to be able to buy bauxite and start from 
the original raw material and manufacture the aluminum? 

Mr. Harvey. It is our aim to go direct to the mines and develop 
our own mining facilities, so as to be able to sustain ourselves and be 
fully independent, so that we will not be cut off any more. ‘That is 
our aim, and we are going toward that. 

Mr. Bryson. Do you have prospects of being able to purchase 
bauxite? 

Mr. Harvey. Yes, we have. 

Mr. Bryson. In this country, or elsewhere? 

Mr. Harvey. No. Bauxite isin South America. There is bauxite 
here, but the bauxite that has been located here is of low grade, and it 
will take some time before the process is developed to make it eco- 
nomically sound. I do not doubt that eventually it will be made 
economically sound. Bauxite is all over the earth. Everywhere you 
go you find bauxite. The question is how much impurity there is in 
the bauxite—how much silica and how much iron—and the question 
is how to take out the alumina from the rest of the impurities. 

Let me say, while I am at this point, that two and a half years ago 
we were busy and we were working night and day. We did not have 
any war work at all, or defense work. We followed a pattern. We 
have at least a dozen people who do nothing else but promote the use 
of aluminum. We find uses that are infinite in scope. We believe 
that the aluminum industry is just starting. When we look over the 
pattern we see even in peacetime the aluminum production capacity 
is only 60 percent of what the civilian economy demands now. We 
believe that the civilian economy could demand three times that much, 
if properly handled. 

Hewever, you see, here is the way the things is explainable. They 
really killed the goose that laid the golden egg, and here is the way 
it works. 

We go out and get some new people to go in and use aluminum. 
We convert them to the use of aluminum and change their catalog, 
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and tell them how to make aluminum, and how to handle it, and how 
to talk to their customers about the advantages of using it. We put 
them in business and then, just at the time when they are waiting to 
buy some more, and when business gets better, the rest of the producers 
stop selling aluminum, and he comes to us and says, ‘‘What did you 
do to me? You put me out of business.’”’ I can name dozens of 
concerns we were forced to put out of business because we did not 
have enough aluminum to supply them when we put them into the 
business. 

Mr. Saears. Mr. Harvey, did you say that the Kaiser Co. had dis- 
continued the contract to you, or cut you off? 

Mr. Harvey. I do not have the file with reference to the Kaiser 
Co., but I have gotten up a little statement in here, if you want it, 
with reference to the Kaiser Co. 

The CuHarrMan. You submitted a statement on page 1. Will vou 
read that? 

Mr. Harvey. Yes, sir, | am going to read it to you with a little 
change. 

The question was raised yesterday about our ingot contract with 
Kaiser. As indicated by Mr. Rhoades, metal was short in 1947 and 
1948. Metal was plentiful again in 1949 and early in 1950. 

From time to time the Kaiser Co. came to see us and wanted to sell 
some metal. Having been taught a lesson during the time in 1947 
and the beginning of 1948, we said, ‘‘We are not going to buy unless we 
have a contract,’’ because in 1947 and 1948 Kaiser cut us off and did 
not give a pound of metal to us—nothing. We then insisted, and 
finally, in the beginning of 1950, when metal got a little more plentiful, 
we entered into an agreement with them to sell us 300,000 pounds per 
month. The arrangement was that we would give them a non- 
cancellable order every 3 months in advance. 

We have given them the orders regularly and, as metals got tight 
again this fall, deliveries began to lag. As of today thev are some 
700,000 pounds behind on deliveries of metal to us, in spite of us 
furnishing the full amount of DO orders for the 300,000 pounds they 
are to give us. 

The CHarrMan. Defense orders? 

Mr. Harvey. Defense orders. In spite of our contract that we 
entered into with him under a free bargaining arrangement. We are 
sorely in need of metal. 

Now then, I might as well frankly state we went to the authorities 
and asked, ‘‘What can you do about it?’”’ They said, “All we can do 
with the present arrangement is to ask Kaiser for God’s sake to be 
good, and if he is not good, we cannot do anything.”’ That statement 
was made by Major Garrity of Wright Field, the Army repre- 
sentative. 

Mr. Wituts. Do vou know if Kaiser is giving its supplies only to 
third parties, but not vourselves, and only for defense orders, or are 
they using some of their supplies for other purposes? 

Mr. Harvey. You see, as I explained before, the fabricating capac- 
ity of all the three aluminum producers is far in excess of the ingot 
production capacity, and naturally we would surmise it is more profit- 
able to sell sheets and to sell fabricated goods than to sell ingots. 

Mr. Ropino. Mr. Harvey, did you state when you went into these 
noncancellable agreements with Kaiser? When was that? 
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Mr. Harvey. In early 1950. 

Mr. Ropino. In early 1950? 

Mr. Harvey. Yes, sir. At the present time we are sorely pressed 
for the metal, and the refusal of Kaiser to honor its fair pro rata share 
of defense orders places a hardship on us —not only a hardship in not 
having enough metal, but it puts us in an embarrassing position with 
the other supple rs when they Say, “Whi does not Kaiser give us its 
pro rata share?” 

Mir. Wituis. I had understood from Mr. Larson, the head of the 
General Services Administration, the Harvey firm and the Apex firm 
had been given letters of intent for certain quantities. Did you get 
that letter of intent? 

Mir. Harvey. That is right. 

\ir. Wittis. Have you done anything about it? 

Mir. Hanvey. Yes, we did. We ordered materials, and our rectifier 
svstem, and our electrical system, and we have our iand in the place 
VV here we are voing’ to Zo. 

\ir. Wixuis. That is a new plant? 

Mr. Harvey. Yes. 

\ir. Winns. You cannot use the facilities you presently have as a 
fabricator, to go into the aluminum business? 

\ir. Harvey. No. That is an entirely different position. 

Nir. Witurs. Then really, as of the date of that conference, when six 
of you were called to Washington, you are in no better position now 
than Mr. Smith, who testified yesterday, are you? 

lr. Harvey. Not until we have our own aluminum. Until that 
time we are dependent on the big three producers to supply their pro 
rata share to us. According to regulation we are required to supply 
only 35 pereent of the defense orders. We are supplving now 65 percent 
of the defense orders. 

Nir. Witiis. What I was trying to get at was this: There were com- 
ments in the record vesterday to the efiect that whereas the Govern- 
ment had called in six firms to discuss this expansion program, they 
had given letters to only five and left Mr. Smith out. 

We were speculating yesterday as to the reason why he was left out. 
It was felt by the statement of the chairman that the reasen might 
have been that Myr. Smith was not in the business of aluminum making, 
and it now develops, according to the way | understand your testi- 
mony, that you are really in no better position that Mr. Smith to make 
aluminum 

Mr. Harvey. That isright. The oniv advantage we have over Mr. 
Smith would be that for the last 245 to 3 vears we have acquired person- 
nel, and we have made our studies, and we made our experunental 
work. We have even gone so far that we have developed our own 
rectifying svstem, which we are not going to use now, but later on we 
expect to use it, and that will save us enough energy to put us in a 
competitive position. 

Mr. Bryson. But Smith says he has kis personnel. 

Mr. Wituts. The only difference is that the Harvey people must 
have some know-how in some phase of the aluminum field 

Mr. Bryson. They have the experience from working with 
aluminum, 

The Cuatrman. Are vou doing the financing yourself. Mr. Harvey, 


we thin -} aie 4 : » 
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Mr. Harvey. We are doing it through private source, by making 
arrangements how through insurance companies, 

The CuarrmMan. What do you have? A three-pot 

Mr. Harvey. A four-pot line plant, Mr. Chairman. 

The CuarrmMan. How many tons a vear will that mean? 

Mr. Harvey. That is 72,000 tons a vear. 

The CuarrmMan. And the allocation has already been made to you 
by the Department of the Interior? 

“Mr. Harvey. That is right, Mr. Chairman 

The CHarRMAN. For 72,000 tons a vear Is that correct’ 

Mir. Harvey. That ts right. 

The (CHAIRMAN. You also have a letter of int ntion from the 
General Services Administration. You are now arranging for financing 
through private investment? 

Mr. Harvey. That is right, with the Government guaranty. 
The CrHarrmMan. | do not want to pry into vour business, but it 


; 


would be interesting for us to know whether vou are going to avail 


ly ” 
ine. 


) 


vourself of the 100 percent guaranty of the loan that you are con- 
tracting for the construction, and upon which guaranty you must 
pav 2 percent to the Federal Reserve System Is that correct? 
Are you going to do that? 

Mr. Harvey. I did not know the amount of money to be paid for 
the guaranty. I have in here a question | want to answer, if I can 
read the balance of it, that will explain the situation. 

The Crarrman. All right. Go ahead 

Mr. Harvey. When we sought to enter the reduction business in 
peacetime the big problems were to surmount high capital costs and 
to locate an adequate source of reasonable power. The present 
lefense situation has brought the additional problems of priorities, 
certificates of necessity, and arrangement for suitable loan guarantics, 
lt will take us many vears to pavoff the present high construction costs. 

Now, as to loan guaranties——a company must have something 
besides a tax saving. We must have long-term, low-interest loans. 
If | correctly understood the statement made by Mr. Larson at the 
first general meeting in his office on October 24, 1950, the Government 
will provide the guaranty needed to get low interest rates, and the 
interest rates will be low including any costs of the guaranty, and a 
reasonable long term for repayment. 

Mr. Larson made the point that the newcomers in the field would 
require some assistance over and above that granted the old-line 
companies, and that he proposed to see that we got it; that he would 
see to it we got the low mterest rates, and the proper repayment 
terms, and that the guaranty will not be anv burden on us. 

Frankly, at that time we discussed the total amount of the cost of 
financing, including a guaranty which would not exceed 3 percent. 

The CuarrmMan. That is, vou would be enabled then to arrange for 
a loan, and the interest on that loan, plus whatever guaranty there 
would be to any Government agency, would not exceed 3 percent? 

Mr. Harvey. That is right. 

The CuatrMan. What has happened since? 

Mr. Harvey. So far we have not discussed the matter of the 
guaranty, because we relief upon the assurance of Mr. Larson that he 


») 


will see to it that our interest rates will be low. Otherwise we could 
not go in and compete with the people presently existing in the busi- 
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ness, who bought their plants at a reasonable price, compared to the 
material costs you have today. 

The CHAIRMAN. In order to enable you to compete, as a man of 
many years of experience, and as a man who is well qualified to speak 
on the subject of aluminum, what would you deem to be the over-all 
interest rate so as to enable you properly to compete? 

Mr. Harvey. We aim at 3 percent, Mr. Chairman. 

The CuarrMan. That is, 3 percent would include the interest you 
pay to the insurance companies, or private bankers, plus the rate that 
the Government may charge for the guaranty? 

Mr. Harvey. That is right. 

The CuarrMan. Does that mean a hundred percent guaranty? 

Mr. Harvey. That is right. 

The CuarrMan. A hundred percent guaranty? 

Mr. Harvey. That is right. 

The CHarRMAN. So if you go to an insurance company and the 
insurance company makes a loan to the Harvey Machine Co. for 
$50,000,000, let us say, to take a round figure, you would pay on that 
loan to the insurance company how much? 

Mr. Harvey. We expect to pay somewhere around 3 percent. 
Not over that. 

The CHarrMAN. To the insurance company? 

Mr. Harvey. That is right. 

The CuarrMan. Then you would have nothing left to pay for the 
guaranty? 

Mr. Harvey. We believe that the Government has at the present 
time a sum of money allocated for defense purposes. We believe that 
that sum of money, instead of spending it for new plants which we 
ourselves are going out to build with private capital, could be used as 
a guaranty without an additional cost burden on the people who 
supply the money. 

The Cuarrman. In other words, you take the position that the 
Government should charge nothing for the guaranty? 

Mr. Harvey. That is right, Mr. Chairman. 

The CHatrMAN. In that way the Government would help equalize 
the situation and put you on a parity with the existing companies? 

Mr. Harvey. Yes. I want to call your attention to the point that 
during the last war the Government did not lose one penny on the 
guaranties. 

The CuatrMan. I know. They did not lose any money on the 
construction either. 

Did you try to get any of the insurance companies to make the loans 
at a rate of less than 3 percent? 

Mr. Harvey. I did, but originally we talked of less than 3 percent. 
However, as you know, they raised the interest rates on the bonds, 
and it became unprofitable for them to loan us at less than 3 percent. 

The CuarrMan. I do not quite get that. 

Mr. Harvey. The interest rates on Government bonds are a little 
higher than they were before. It started originally at 2% percent. 

The CHatrMAN. What was the original rate that the insurance 
companies asked? 

Mr. Harvey. Two and three-quarters percent. 

The CHarrmMan. And now they have boosted it to 3 percent? 

Mr. Harvey. That is right. 
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The CuarrMANn. Do you care to indicate the names of the insurance 
companies that are making these loans? 

Mr. Harvey. If you do not mind, Mr. Chairman, I would rather 
not. 

The CnarrMan. That is perfectly all right. 1 asked this question 
before, and I do not know whether vou got the import of it. Are 
you asking for a 100-percent guaranty? 
~ Mr. Harvey. That is right, Mr. Chairman. 

The CuarrMan. Of course, you know if you asked for an amount 
of guaranty under 100 percent, the interest rate progressively is lowered 
for the guaranty by the Government? 

Mr. Harvey. | fully understand that. 

The CHarkMAN. Suppose the Government refuses to budge from 
that position and will continue to demand 2% percent for the guarantee- 
ing of the loan. What would be your position? 

Mr. Harvey. Our position would be that we could only proceed 
with the greatest difficulty, that they are going back on their written 
promise. 

The CHarrMan. In other words, you have come to the conclusion, 
after mature thought, that the proposal now made by the Government 
for a 2-percent guaranty utterly destroys the value of the proposal 
of the Government? 

Mr. Harvey. That is right, Mr. Chairman. 

The Cuarrman. And then the fabricators would be compelled to 
rely upon Kaiser, Reynolds, and Alcoa, and possibly Alcan, for their 
supply of aluminum—and their record in that regard has not been 
good, as far as being of any real service to the fabricators is concerned. 

Mr. Harvey. That is correct. 

The CuarrMan. So these 17,000 fabricators, including yourself, will 
indeed be sorely put to it in the future? 

Mr. Harvey. That is right. 

The CuarrMan. And they may be driven out of business? 

Mr. Harvey. Not only that, Mr. Chairman, but here is the way 1 
look at the thing: If we can build up a healthy aluminum economy in 
the United States, and should another crisis situation start, then we 
would have an aluminum capacity in the United States that would be 
ready to take it over without hampering so much our civilian produc- 
tion. The way it is now, we have a scarcity at this time even for 
civilian requirements. We are producing only 60 percent of our 
requirements, and that is only scratching the surface. 

We have big producers—and when I say big, | mean big—that came 
to us and said this: ‘We will give you a contract for 10 vears to buy 
from you 50,000 tons a year, provided you guarantee to give it to us.”’ 
We can dispose of it. We can make the economy richer. 

The CHarrman. Mr. Harvey, have you been buying any primary 
aluminum from European sources? 

Mr. Harvey. We did during the time when the producers refused 
to sell us aluminum in 1947 and 1948. We bought it from Italy. 

The CuarrMan. Is there any aluminum to be bought from European 
sources now? 

Mr. Harvey. There is at very exorbitant prices. 

The Cuarrman. That is the black market, so-called, or the gray 
market? 

Mr. Harvey. I think it is even the red market. I do not know what 
it is, but it is terrible. 
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Mr. Bryson. Around 30 cents a pound? 

Mr. Harvey. Thirty-two or thirty-four, and there is no end to it. 

Mr. Bryson. In other words, almost double what the_real price is 
here? 

Mr. Harvey. Yes. We refused to participate. A customer will 
come to us and say, ‘““We will buy aluminum and we will pay 32 cents 
a pound if you will fabricate it.””, We say that we would not participate 
in any kind of business like that because we do not believe that you 
can survive and sustain yourself on that kind of economy. 

The CHAIRMAN. So that there is aluminum going around, but it is 
in the so-called black market? 

Mr. Harvey. Right. 

Mr. Wiiuis. Do you know whether during the last war there were 
any guarantee arrangements extended by the Government in any phase 
of national defense comparable to this proposal, and whether at that 
time the Government made these guarantees without interest? ¥ Or 
was there another plan evolved, such as the building of the plant by 
the Government? 

Mr. Harvey. I believe in the World War II arrangements there 
have been a number of them. 

The CHarrMan. In the last war the Government built many of the 
plants and they sold them to the producers at a fraction of the cost. 

Mr. Harvey. That is right. 

Mr. Bryson. And you are supposed to compete with those com- 
panies now. 

Mr. Harvey. That is right. If we get the low interest rates, and 
if the Government will help us, we are willing to put our shoulders to 
the wheel. I believe, without exaggeration, that we have spent more 
money in the last 2 years bringing about the condition where we can 
¢o into the aluminum business than we spent in our own business. 

Mr. Hitiinas. You have been fabricating aluminum for about 5 
years, Mr. Harvey? 

Mr. Harvey. Yes. 

Mr. Hitimes. Then you did not actually participate in the defense 
program in the last war, did you? 

\ir. Harvey. I did. 

Mr. Hituines. You did? 

Mr. Harvey. Yes. Not exclusively in the aluminum business. 
We had two plants, where we built all for defense work. 

\fr. Hitiines. You did not participate in the aluminum business 
during the war, but what business did vou have? 

Mr. Harvey. We were in the fabricating business, making various 
parts for the aircraft companies, also in aluminum. That is why we 
thought that extrusion business would be all right. We knew about 
it, and learned it, and know all that can be done, and learned about its 
possibilities. 

Mr. Hitumnes. Where were vour plants located in the last war? 

Mr. Harvey. One in Los Angeles and one in Long Beach. We had 
two plants. 

\fr. Hitures. Is your home now in Los Angeles? 

Mr. Harvey. Yes. 

Mr. Hinuines. What has been your background in business? ‘Tell 
us what other businesses vou have been active in. 

Mr. Harvey. We have been in business since 1913. I started with 
a one-man shop, and the one-man shop was myself. 
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Mr. Hinuines. Where was that? 

Mr. Harvey. In Los Angeles, in 1913. 

Mr. Bryson. How many employees have you now? 

Mr. Harvey. About 1,000 people. 

Mr. Bryson. And you started with one? 

Mr. Harvey. That is right. 

Mr. Hititines. Have you presented, Mr. Harvey, this proposal of 
yours in regard to obtaining money to help expand your plants, so 
that vou could go into the production of aluminum, to the proper 
Government officials? If you have, what has been their reaction to it? 

Mr. Harvey. We have a letter of intent that states this: That the 
Government will provide guaranties that will be requested by the 
loaning people. That is all it says. We relied on the statement that 
when they said they will do it, they will do it, and that is the position 
we went into it on. 

Mr. Hituines. Have you specifically presented the details you 
outlined to this committee as to your proposal for financing, to the 
Government officials? 

Mr. Harvey. We did not submit that then, because we relied on 
the letter of intent. 

Mr. Hitures. In other words, you never have discussed this par- 
ticular proposal with the Government? 

Mr. Harvey. No; we did not. I believe the Government officials 
are very favorably inclined to help the independent producers go into 
the business. I believe that they will assist us. 

The Cyuarrman. Mr. Harvey, from your point of view and your 
experience, would you say that the letter of intention that you received 
from the General Services Administration, which would enable you 
to dispose of the primary aluminum without any possibility of loss to 
you, would be of little value if the Government insists on that 2's 
percent charge for the guaranty? 

Mr. Harvey. It would not be, because we can only operate when 
we operate economically. Do not forget that the Government says 
this: We will pay the price of aluminum, not what it costs us. It 
is not a cost-plus contract. We will pay you what the market is. 
Do not forget that. It is not a cost-plus contract. If it costs you 
more, you don’t get it. It is what the market is, and we compete 
with the open market and give the Government any benefit it gets 
out of it. 

The CHAIRMAN. Therefore, if you have to pay more than 3 percent 
on that loan, it would be an uneconomical venture? 

Mr. Harvey. That is my opinion. 

The CHarrmMan. | think we heard tell vesterday that the Kaiser 
interests do not need to avail themselves of the Government guaran- 
ty. They have now made their arrangements, according to this 
report in the New York Times this morning, with the First Boston 
Corp. Therefore, having made that arrangement, they do not need 
that loan guaranty. However, that is an old, established outfit. 
Therefore, if you have to pay for that guaranty you just cannot go 
into business to compete with Kaiser. 

Mr. Wiiuis. Could you indicate the interest charges? 

The CuarrMAn. Whatever interest charges the First Boston would 
charge, Mr. Harvey would have to pay to the insurance company. 
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Mr. Wits. It will test what we are talking about if we could find 
out what interest he is paying. 

The CuHartrman. The report does not state the interest. It is 
interesting to note that the First Boston Corp. is an affiliate of the 
Mellon National Bank & Trust Co. of Pittsburgh. These two insti- 
tutions, both the Mellon National Bank & Trust Co. and the First 
Boston Corp. have been the financial agents of the Kaiser interests, 
and the Mellon National Bank and the First Boston Corp. are the 
financial agents of the Aluminum Co. of America. 

Mr. Hiiires. Another question, Mr. Harvey. We know, as you 
have indicated, and as the chairman has pointed out, and as previous 
witnesses before this committee have also pointed out, that the Gov- 
ernment sold at a very low rate a number of plants and various alumi- 
num producing facilities that the Government built during the last 
war. Your proposal that you have advanced here is, of course, based 
on the premise that the companies now in the aluminum producing 
field had an opportunity to purchase these plants and facilities at a 
low rate. Therefore, to balance up for that favoritism or good 
fortune they had, that you coming into the field at this time should 
be allowed a little better break insofar as interest rates and help 
from the Government is concerned. 

Did you endeavor at the end of the last war, when these plants were 
being sold and being made available for sale, did you make any effort 
at that time to purchase such facilities, and did you make any contact 
with the Government toward such purchase? 

Mr. Harvey. Well, we did. I do not like to go into it, but we did. 
The plants that were left were from a power point of view, however, 
uneconomically sound, and our negotiation did not materialize. 

You must not forget that during the first vear after the war alumi- 
num was plentiful, and you had plentiful scrap aluminum, and plenti- 
ful ships that were demolished for scrap. We only found the impetus 
through the hardship we encountered when we had an actual experi- 
ence. I did not realize, when I got into the business of extrusion, that 
you could not get aluminum when you need it. When you need it the 
most, you are not going to get it. 

Look, gentlemen, you can buy copper futures; you can buy jute; 
you can buy wheat and you can buy anything, but you cannot buy 
aluminum futures. They tell you when you buy, what you pay for it, 
when you get it, and what you are going to use it for. We only found 
that out by actual experience. I am not a mind reader. I did not 
know what I was up against when I got into it. But, we hope to 
fight it through and we hope to make it good. 

It is not for ourselves. It is good for everybody. We are not 
fighting our own battle. We are fighting the battle of every small 
independent concern. 

Mr. Wituts. When you say “they will tell you what you get and 
what you will do with the supplies,” who are they? Who would tell 
you? 

Mr. Harvey. Alcoa, Reynolds, and Kaiser. 

The CuHartrMan. In other words, you would not say there is much 
independence on the part of either Kaiser or Reynolds? 

Mr. Harvey. I do not think so, gentlemen. That has been my 
experience. I should not say that. I only.recount my own personal 
experience, and the experiences that I notice with other people. 
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The CuarrMaANn. We have this situation. Kaiser relies on Alcoa’s 
financial agents to finance him. Kaiser must rely on Alcoa for its 
bauxite. ‘To that degree would not their independence, if proclaimed, 
be somewhat limited? 

Mr. Harvey. I presume so, but I hope that when we go into the 
business, I am trying my best to get our own independent supply of 
bauxite. I learned one lesson. I am getting old. I do not want to 
go through the fight all over again. At least, when I build a business 
] want the business to have substantiality and not have it so that one 
day they can take the props out from under you, and you are out of 
business. 

The CHatrMAN. What are you doing to get your independent sup- 
ply of bauxite? 

Mr. Harvey. We are now negotiating for mining concessions, which 
I think we are going to get, for getting our own bauxite. 

The CuarrMan. Would you care to say where that is? 

Mr. Harvey. I would rather not, gentlemen. 

The CHArrRMAN. What are you doing, or how are you doing it? 

Mr. Harvey. That is what you call business enterprise. 

Mr. Hiiurnes. Let me say that I think it is certainly a great record 
that you have established in starting from a one-man shop in 1913, Mr. 
Harvey, and developing it into the business you have at the present 
time. It is a very encouraging sight. 

But, | am interested in knowing something about the power you 
may be using in your proposed expansion of your facilities in order to 
enable you to go into the aluminum producing field. What sort of 
power did you intend to use, Mr. Harvey? 

Mr. Harvey. We intend to use hydroelectric power. We made a 
contract with the Bonneville Power Authority. We searched for 
power for a long time. It is one of the few places where we believe 
that not only is power available at this time, but more power is going 
to come in in the future. 

Mr. HiturneGs. Is Hoover Dam power available to you? 

Mr. Harvey. No. It is not Hoover Dam. It is Hungry Horse 
Dam in Montana. We could have established our facility somewhere 
using natural gas. Fundamentally, I am not a great economist. | 
do not want to be put out as such, but I believe fundamentally it is 
wrong, because we are depleting something which we cannot replace. 
When you use hydroelectric power, that means that you are harnessing 
the sunshine and doling it out when you need it. That is the only 
power that will be with you so long as God is with us and we have rain 
and sunshine, and we have snow, and the rivers are coming down. 
That is the only power that I think is the proper thing to use for the 
large amount necessary for aluminum production. 

Mr. Hituines. Do you think in order to expand the aluminum 
industry generally, including your own company, and the aluminum 
production field, that it will be necessary for this country to develop, 
through public power projects or otherwise, large hydroelectric plants? 

Mr. Harvey. Let me state this: I am not for public or private. 
So long as it is developed. A hydroelectric power development is the 
wealth of a country that you cannot take away from it. That dis- 
tinguishes the United States from China. That is something that 
belongs to us, and you cannot take it away. That enriches your entire 
population. It is not alone for the producer, but for everybody in the 
field. That is our wealth. 
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Mr. Hituines. You think that is a far more economic source of 
power than gas? 

Mr. Harvey. There is no question about it. You see, they deplete 
their resources of gas. We do not deplete the hydroelectric power. 
We do not stop the sunshine. 

Mr. Bryson. But you can get into production earlier or quicker 
by the use of gas or coal than you could by hydroelectric power. 

Mr. Harvey. No. Idonotthinkso. I think that with the proper 
assistance of the Government we can get into production quicker 
even than with gas, because we do not have to build the gas engines. 
We do not have to go to all the trouble they will go through, and | hope 
they do not have it. 

Mr. Hituines. That is, with the power to be supplied by Bonne- 
ville? 

Mr. Harvey. That is right. We have available power, and unin- 
terruptible power. 

The CuarrMan. Have you a firm contract with Bonneville? 

Mr. Harvey. Yes; we have. 

The CHarrMaAn. How long would it take you to get into production? 

Mr. Harvey. If we get the proper assistance and priorities we 
expect to be in production with one line before the end of this vear, 
and if you help us we expect to complete the entire plant in the middle 
of 1952—the four lines; but, you have to help us. 

I have a little statement here with reference to priorities, gentle- 
men, that I would like to read to you. 

Another very serious and pressing problem is that of implementing 
the Government’s promise that we would receive prompt and com- 
plete priority assistance. We are in the critical position that unless 
an extendible priority order is given us immediately, other priority 
business will push us out of schedules of the major portion of our 
suppliers. This is not an academic matter. The Westinghouse 
people, from whom we have a commitment to supply our substation 
and rectifier equipment, tell me that unless they have a priority order 
which can be extended to insure receipt of materials within a matter of 
3 or 4 days, that the completion date on our equipment will be delayed 
many, many months. We must have a legally binding, written, 
extendable project priority, and we must have it quick. 

Now, we have another situation in the certificates of necessity. 

Another problem is that we are forced to sweat out delays and 
uncertainty on the outcome of applications ser for certificates of 
necessity for accelerated amortization of our new facilities. It seems 
to me that since the whole aluminum expansion was set up on repre- 
sentations of the Government that we would be eae full tax 
certificates, it is unnecessary at this time for the Government to 
process and evaluate the applications for expansion of aluminum 
production in an exhaustive and time-consuming manner. The 
Government could more properly commit itself to a general frame- 
work and permit the contractor to submit detailed comments at a 
future date, when he knows more concretely what equipment he ean 
get, rather than what he hopes to get. 

We may be sure that when it comes time to deduct this depreciation 
on an income-tax return, we will have to detail the items of equip- 
ment, and I am sure the Government’s interest will be very ade- 
quately protected by the Bureau of Internal Revenue, who reviews 
those returns. 
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If 1 may just take another minute of the subcommittee’s time, |] 
want to state I feel you perform an important function in focusing 
attention on lessening monopoly in time of stress and strain. Your 
efforts will, 1 hope, reduce the number of monopolistic situations that 
must be straightened out by our antitrust people when normal con- 
ditions are restored. I hope that by your noting that it is not neces- 
sary to always call on the large companies for help when we are in 
trouble, people will come to realize that there are many fine, sound, 
small companies who can do yeoman service for their country. 

| believe your committee can properly request the responsible 
officials who come before it to make prompt and reasonable decisions 
on the issue of priorities, the certification of accelerated amortization, 
and of giving necessary loan guaranties to insure getting proper low- 
interest rates and repayment terms. 

In conclusion, let me make my position clear. I am not here to 
criticize any Government officials or to add to your troubles or theirs. 
I am here to indicate by my presence my complete availability to 
cooperate with you and with all officials of our Government in further- 
ing the interests of our country in any manner I can help, and what I 
say goes for everyone in my organization. 

The Cuarrman. Mr. Harvey, under date of January 5, 1951, you 
wrote me this letter. I] am going to read the letter. It reads as 
follows: 

DEAR CONGRESSMAN CELLER: May [I just sav a word of than! 
staff and your committee for the efforts to provide independent business with 
an atmosphere in which it can live and thrive. 

You can take considerable pleasure that vour efforts have contributed to the 


enent of over 17,000 i lepe iagent 


fabricators and that you help insure that free competition exists and prevents us 


s to vou, your 


development of new sources of aluminum to the | 


being made peons of monopoly. 
Very truly yours, 
Harvey Macuine Co., Inc., 
Leo M. Harvey, President 

I will say, Mr. Harvey, as you stated in that letter, we tried to aid 
you heretofore. We want to help you and others similarly situated, 
in the future, to the end that we get more independent producers of 
the primary metal into the field, so that we can preserve the activities 
of these 17,000 fabricators, and to the end that they may not also 
have to depend upon what I might say is a tight oligarchy here of 
control of the primary aluminum market by three manufacturers. 
lf we can bring more independent producers into the field then these 
17,000 fabricators will not have to rely completely and absolutely on 
three manufacturers, 

Mr. Harvey. Thank you, Mr. Chairman. 

The CuHarrman. Are there any questions? 

(No response. ) 

The Cuarrman. Thank you very much, Mr. Harvey. 

Mr. Harvey. Thank you. 

The Cuatrrman. Our next witness is Mr. Dynner of the Independent 
Aluminum Corp. Mr. Dynner. 

Before you go on with your statement, I would like to say that 
these two charts we have before us, gentlemen, will be reduced in 
scale and will be placed in the record. I understand from a member 
of our staff that the Library of Congress Legislative Reference Service 
agreed to have it reduced in size. 

The Cuarrnman. Now we will hear from Mr. Dynner. 
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STATEMENT OF EUGENE DYNNER, VICE PRESIDENT, 
METAL TRIMS, INC. 


Mr. Dynner. My name is Eugene Dynner. I am vice president 
of the Metal Trims, Inc., with a factory in Youngstown, Ohio. I am 
appearing in behalf of the Independent Aluminum Corp., of which we 
are one of the member organizers. 

Mr. Wituis. At the start, are you a fabricator or a producer? 

Mr. Dynner. We are what is called a processor and a fabricator. 

Mr. Wiiurs. What do you mean by “processor’’? 

Mr. Dynner. We buy ingot, which is converted into an extrusion, 
as in the case of Mr. Harvey. Those extrusions are then, in turn, sold 
to many small fabricators, who use them in making many end products. 
We also make an end product ourselves. 

The CHatRMAN. You are what you call an extruder? 

Mr. Dynner. And a fabricator. We are also, you see, a manu- 
facturer of moldings. 

Mr. Wiriirs. What is the difference between an extruder and one 
who fabricates aluminum? Let us get that straight. 

Mr. Dynner. There is a distinction made in this respect: That a 
fabricator is generally assumed to be the manufacturer of an end 
product. A window maker is a fabricator. In our business as manu- 
facturer of moldings, which are sold to the public under a trade name 
and have been so sold for 12 years, we are a fabricator. 

We would normally obtain our extrusions, and did obtain our extru- 
sions from the Aluminum Co. of America for many years—12 years, 
as a matter of fact. Then there came a time when we decided it would 
be advantageous to us to have control of what was then our basic 
product, which is the extrusion. So we entered the extrusion business. 
That is an intermediate stage. 

Mr. Wits. It is a stage between aluminum making and fab- 
ricating? 

Mr. Dynner. Precisely. 

Mr. Hiiiines. But you do not produce aluminum from bauxite at 
the present time? 

Mr. Dynner. Oh, no. Indeed not. That is the purpose of 
organizing the Independent Aluminum Corp. 

Mr. Bryson. Do you first get it in the pig form? 

Mr. Dynner. No, sir. We get our aluminum in billet form. It is 
a form into which the pig is made. It is an alloy. You see, you 
start with bauxite and through various stages produce an ingot, which 
may be used for any purpose. In order to be used for some specific 
purpose, it is alloyed with other metals. Thus, in order to extrude, 
we obtain certain alloys in the form of a billet; the alloy made into a 
form which fits an extrusion machine. 

Mr. Bryson. You add other less scarce metals to the pure 
aluminum? 

Mr. Dynner. No; wedo not. We buy our billets from the primary 
producer, who does the alloying. 

The CuHatrMan. Proceed with your statement. 

Mr. Dynner. The Independent Aluminum Corp. proposes to 
participate immediately in the expansion program of aluminum 
production for defense. The corporation has already undertaken 
discussions and negotiations on power supplies, raw materials, engi- 
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neering skills and financing which, when consummated, would provide 
for the production of 120,000 tons of alumina and for the reduction 
of this alumina to 60,000 tons of aluminum metal per year. 

The CHAIRMAN. That is a three-pot line? 

Mr. Dynner. That is a three-pot line operation. 

We believe that it is definitely in the national interest to establish 
independent aluminum-producing entities, which are to be wholly 
controlled by independent processors and fabricators of aluminum. 
rh should now operate exclusively in the defense interest, and on 

behalf of the small and independent producers when the aluminum is 
no longer needed for defense purposes. 

My own company, Metal Trims, Inc., has joined with several small 
companies in a project to explore the creation of such a facility. 
Kach of us is a consumer of aluminum in substantial quantities. 
Hence, we cannot only assure the peacetime consumption of the 
metal to be produced by the new facility, but since we are, in effect, 
a group enterprise, we can guarantee that our product shall be dis- 
tributed equitably, economically, and at a fair price to the participat- 
ing companies, as well as to other independent fabricators. 

The management of this new entity will be concerned exclusively 
with production of ingot from bauxite to metal. The entire output, 
it is planned, would be allocated to member companies or customers 
prepared to make long-range commitments. There would be no 
merchandising or sales expense beyond nominal scheduling and record 
keeping under our plan. Thus the cost of the metal to its users 
could be established on the basis of actual production costs, with 
profits limited to requirements for amortization and a nominal return. 

Our estimates now show that even under present conditions it will 
be possible to be competitive with present prices. 

The CnatrMan. May I interrupt you at that point, \Ir. Dynner? 

Mr. Dynner. Yes, sir. 

The CHarrMan. There are certain factors necessary for the manu- 
facturer of aluminum and for the conditions precedent, and I pre- 
sume that they must be satisfied before you get the so-called letter of 
intention and have the supply allocated to you. 

Mr. Dynner. Yes, sir. 

The CuatrmMan. They are, I take it, power, bauxite, and financing. 
Will you just tell us briefly what your company has done with refer- 
ence to power, bauxite, and financing, Mr. Dynner? 

Mr. Wixuis. That is in here. 

Mr. Dynner. They are covered in this statement, and I will be 
glad to answer that as they come along, if you wish. 

Our prices will not be tied to any understanding for the maintenance 
of managed prices. 

Mr. Wiuuts. As I understand it, what you have in mind is sort of a 
cooperative arrangement? 

Mr. Dynner. Well, a cooperative is perhaps something beyond our 
plan. This is a group enterprise on the part of a group of users. 

Mr. Wiiuts. I do not mean a cooperative in the sense of a coopera- 
tive with relation to taxation. 

Mr. Dynner. In other words, we expect to pay taxes as one cor- 
poration. 

Mr. Wiuuts. Here is what we are faced with: The question is 
whether we will have more aluminum plants that cannot get into the 
business. 
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Mr. Bryson. Small ones. 

Mr. Wituts. There again, your plan is to supply your own fabricat- 
ing needs. 

Mr. Dynner. I will be glad to answer that. 

Mr. Wiuuts. We will come to a point somewhere down the line 
where you cannot have them all in the aluminum business, but you 
will have to have fabricators depending on someone. I do not know 
what the answer is to that. 

The CHarrMAN. Does not the letter of intention provide that a cer- 
tain proportion of the primary metal must go to fabricators? 

Mr. Dynner. Yes. Of course it does. Do you wish me to answer 
that question in detail at this point? 

Mr. Witurs. Yes. You might do that. 

Mr. Dynner. I will be very happy to. We are a truly small com- 
pany. I mean, we employ 75 people. We are a good company, and 
have been in business for 12 years, and have an excellent financial 
standing in our business. We have associated ourselves here with a 
group of other companies in a similar position. They are not only 
extruders, but we are welcoming into our group other fabricators who 
find themselves hamstrung from time to time, due to market fluctua- 
tions. They feel that only by participating in a project such as this 
is it possible for them to attain their objective. We are a small com- 
pany and we hesitated to commit ourselves for the large production 
which it might be necessary to have. We were looking for a source 
of metal to use in our fabrication business. We assure that by hav- 
ing control from mine to metal. 

There are others who are of the same mind as ourselves. We are 
perfectly ready to pledge our own credit and our own plant in order 
to obtain this facility for ourselves. 

However, only to have an enterprise which is large enough to pro- 
duce metal at an economical price is practical. We find that there 
are many small-business men who are of a like mind with ourselves. 
Not all of us are large enough to obtain the skilled help required on 
our own account, so we join together in a group to accomplish our 
purpose. 

I have a schedule here of the commitments made by a number of 
manufacturers who are joining with us and who will protect their 
source of supply and assure the continuity of their enterprises by 
having control of the metal to be produced. 

The Cuarrman. Might I add to that the following: In the contract 
that the Government makes with the producer there is a provision 
that for 5 years two-thirds of the primary metal must go to inde- 
pendent and nonintegrated fabricators, and for 15 vears thereafter 
25 percent of the metal must go to independent nonintegrated 
fabricators. 

Mr. Dynner. That is correct. 

The CHatrMAn. Now, the question arises: Suppose the producer 
of the primary metal thus aided by the Government does not abide 
by those conditions. What is the remedy? Of course, the remedy 
would be that the Government could sue the producer to compe! him 
to abide by that condition. 

Mr. Dynner. I might say to you I have commitments for 24,000,000 
pounds of this production, and we have hesitated to go any further 
simply because we wanted to conform to the Government’s require- 
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ments. It was our plan as soon as we obtained certification to open the 
door wide to all independent fabricators, not only to join us as cus- 
tomers, but to join us as participators in the corporation. 

The CuarrMan. Is Mr. Harvey still here? I think Mr. Curtis 
Shears should ask Mr. Harvey to put into the record the proposed 
contract that is to be entered into between his company and the 
Government. I think it would be very valuable to the subcommittee 
to have the terms of that contract. 

Mr. Saears. We have a copy of it. 

The CuarrMan. Thereisacopy. There is no reason why we should 
not put that into the record, sot will put it in now. 

(The document referred to follows: ) 


GENERAL SERVICES ADMINISTRATION, 
Washington, dD cs Decen he ly, 1950 
Harvey Macuine Co., INc., 
19200 South Western Avenue, Torrance, Calif. 

GENTLEMEN: The letter of intent which I addressed to you today with respect 
to the sale of the Government of 360,000 short tons of aluminum to be produced 
by you from additional facilities which you are to build, provides that the letter 
is to be followed by a formal, definitive contract. In drafting such contract, I 
agree that the letter of intent should be clarified in these respects: 

(1) That portion of paragraph | which requires that 5 years of full production 
from the additional facilities shall have been completed not later than July 1, i958, 
shall be made subject to the force majeure provisions of the contract. 

(2) Your execution of the definitive contract will be made contingent upon the 
prior approval by the Munitions Board (a) of that portion of subparagraph (a) of 
paragraph 4 whieh provides that the applicable stockpile specifications shall not 
be more burdensome than Munitions Board purchase specification P—62, and (> 
of the limitation that the Government may not require conformance to such 
stockpile specification as to more than 12,000 tons in any 6-month period or 
proportionate amounts in lesser periods. 

3) That portion of subparagraph (b) of paragraph 4 which conditions upon the 
prior approval of the Administrator of General Services the right to deduct certain 
contractual commitments from the quantity of pig or ingot to be offered for sale 
to nonintegrated users, should provide that certain classes of such contractual 
commitments (to be agreed upon) should be deductible without further prior 
approval, and that in all other cases the deduction of such commitments is to be 
deemed approved by the Administrator unless you are notified in writing of his 
disapproval within such reasonable period as may be agreed upon. 

1) The reference to force majeure in paragraph 13 shall be interpreted to 
include such delays, interruptions, or cessations as may be caused by labor dis- 
putes, fire, storm, sabotage, acts of war or of public enemy, or any cause beyond 
vour reasonable control, and not due to your fault or negligence 

(5) The contract may provide in substance that all or any part of your obliga- 
tions thereunder may be performed by and in the name of any of your wholly 
owned domestic subsidiary corporations, subject, however, to your guarantee of 
performance under the contract. 

(6) In determining the production capacities of the three present producers 
inder paragraph 11, the production capacities of the recently reactivated, unecon- 
omie capacity of the Badin and Massena plants shall not be included. 

7) As a result of frequent revisions, paragraph 11 (e) (1) is not entirely clear, 
and I, therefore, desire to restate the principles which will govern in the event 
vou eleet to proceed under said paragraph 11 (e) (1 

a) There shall be no cancellation payment by the Government with respect 
to any facilities as long as you continue to take accelerated amortization thereon 

b) In the event of cancellation, you shall be entitled to cancellation payment 
on any facility (i) on which you have never taken accelerated amortization, (ii 
on whieh you have discontinued accelerated amortization, or (iii) for which you 
ave applied for a certificate under 124A (g 

In any case, the limit of the Government's obligation with respect to any 
icility shall be the cost of said facility less an amount equal to one-sixtieth of 
ie cost. of such facility for each month following the month in which the facility 
vas completed to the month in which the cancellation payment becomes due and 
ivable 
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The last sentence of paragraph 8 of the letter order is modified to read as follows: 

“The obligation of the Government so to reimburse you for expenditures shall 
impose upon you a corresponding obligation to transfer or deliver to the Govern- 
ment all real and personal property obtained by you as a result of such expendi- 
tures, and not previously consumed.” 

Paragraph 11 (e) (1) (A) is modified to provide that in the event of an election 
by you to receive a cancellation payment on any or all of the facilities (aluminum, 
alumina, or bauxite) for a period of 10 years after the date that said cancellation 
payment becomes due or until such payments equal the amount of the cancella- 
tion payment, whichever first occurs, as and when you produce aluminum from 
the aluminum-producing facilities you shall pay the Government at a rate per 
ton of aluminum so produced equal to the unamortized cost of all the facilities 
(with respect to which cancellation payments have been made) as of the date of 
cancellation divided by the number of tons of production which would have been 
required under the canceled portion of the contract. Subparagraphs (B) and (C) 
of paragraph 11 (c) (1) are hereby deleted, and the second sentence of sub- 
paragraph (D) of paragraph 11 (c) (1) shall be considered to refer to the rate 
provided in paragraph 11 (ec) (1) (A). 

With reference to paragraph 11 (c) (2) of the letter order, any election to receive 
a cancellation payment and have the Government take over the facilities shall be 
made with respect to all the facilities, as a whole, and may not be made with respect 
to separate facilities. 

With reference to paragraph 12 of the letter order, the option of the Govern- 
ment, if exercised on account of idleness of the aluminum aude facilities shall 
be an option to take over all the facilities, as a whole, regardless of whether or not 
the other facilities are in operation. 

As used in the letter order or in letters accompanying said order: 

(a) The term ‘‘present producers’? means Kaiser Aluminum & Chemical Corp., 
Reynolds Metals Co., and the Aluminum Co. of America. 

(b) The term “nonintegrated users’? does not include either (i) any domestic 
aluminum producer which has aluminum fabricating facilities or the subsidiaries 
or affiliates of which have such facilities, or (ii) any subsidiary or affiliate of any 
such domestie producers. 

Sincerely yours, 
Jess Larson. 





GENERAL SeRviIcES ADMINISTRATION, 
Washington, December 19, 1950. 
Harvey Macuine Co., Inc., 
19200 South Western Avenue, Torrance, Calif. 

GENTLEMEN: 1. The United States of America, through the Administrator of 
the General Services, proposes to enter into a formal contract with vou which will 
provide for the production and sale by you of 360,000 short tons of aluminum 
(primary aluminum pig containing not less than 99 percent aluminum) hereinafter 
referred to as “‘production,”’ to be derived from facilities which you will provide 
for the purpose of producing such aluminum under this order. Such production 
and sale shall commence upon the date of completion of construction of all such 
facilities, shall continue at a rate of approximately 72,000 short tons per year, 
beginning no later than 6 months from such date, and shall be completed within 
a period of 6 years after such date, but in no event later than July 1, 1958. The 
date of completion of construction shall be the first day upon which 90 percent 
of the electrolvtie cells are first tapped. 

2. The facilities hereinbefore referred to shall consist generally of (a) a four-pot 
line aluminum reduction plant, carbon plant, and other related aluminum facilities 
at Kalispell, Mont., (6) an alumina producing facility in the Northwest of approxi- 
mately 150,000 tons per annum, and (c) a bauxite development. 

3. The Government may, however, require the sale to it of all or any part of 
the aluminum produced from the facilities prior to the date of completion thereof, 
under the terms and conditions provided in paragraph 4 (a) hereof and at the 
price provided in paragraph 11 hereof. Any quantity of aluminum sold to the 
Government under this paragraph 3 shall not reduce the quantities otherwise 
specified in this order. 

4. Subject to priority delivery as may be required pursuant to law, such pro- 
duction shall be disposed of as follows: 

(a) The Government may require the sale to it, for the national defense, of all 
or any of the production for each consecutive 6-month period, the first such period 
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commencing with the date of completion of the facilities hereinbefore described, 
bv so notifying you on or before 90 days prior to the commencement date of each 
such 6-month period or in the case of the initial period, your estimate of such date. 
Of the amount so purchased by the Government, the Government shall, in its 
notice to you, specify the amount of aluminum which it desires to have comply 
with the national stockpile material purchase specification current at the time of 
such notice, and thereafter you shall deliver such quantity in accordance with 
such specification. However, subject to the approval of the Munitions Board, it 
is agreed that such stockpile specification shall not be more burdensome than the 
Munitions Board purchase specification P-62 (the purest present specification), 
and that the Government may not require conformance to such stockpile specifi- 
cation as to more than 12,000 tons in any 6-month period or proportionate amounts 
in lesser periods. It is understood and agreed that the Government shall not 
require the sale to it from you hereunder, during any 6-month period, of a quantity 
which is inequitable to vou in the light of quantities to be acquired during such 
period from other producers under this program of expanded procurement. 

b) The quantity, if any, by which the Government purchases for any 6-month 
period, in accordance with subparagraph (a) above, fail short of one-quarter of 
the production for such 6-month period shall be offered and made available by 
vou for sale to nonintegrated users for a period of 30 days from the date of receipt 
of notice from the Government of the quantity which it shall purchase as provided 
in said paragraph. You shall have the right to deduct from the amount to be 
offered under this subparagraph such amounts of production of pig or ingot as 
you are obligated to deliver to nonintegrated users pursuant to contracts thereto- 
fore made by you, provided that any such contract which requires you to deliver 
in excess of 500,000 pounds of aluminum per month shall first be approved by the 
Administrator. The Administrator shall be deemed to have approved any such 
contract unless he affirmatively disapproves the same within 15 days after written 
notice to him of the terms of such contract. 

(c) Any quantity of the production not disposed of in accordance with sub- 
paragraphs (a) and (b) above and not otherwise sold or utilized by you may be 
tendered to the Government during each consecutive 12-month period (the first 
such period commencing with the date of completion of the aluminum producing 
facilities hereinbefore described). Such tender or tenders may be made during 
the first 10 days of any calendar month during such period and during the first 
10 days following the expiration of such period and all such tenders shall be deemed 
applicable to such period. The Government will purchase the amount so 
tendered, 

5. It is the intent of this order that the United States Government, acting 
through the General Services Administration, guarantees, by agreeing to pur- 
chase, the disposition of the entire output of the aluminum-producing facilities 
for a period of 5 years. It is the intent of the parties hereto that the United 
States Government, acting through the General Services Administration, will 
not guarantee or agree to purchase any of the product from such productive 
facilities as you may hereafter acquire other than the facilities contemplated 
herein. 

6. As an inducement to the Government and as part of the consideration of 
this contract, you agree that for a period of 15 years from and after the time of 
expiration of the full period of performance specified in the initial paragraph of 
this order, or untilany loan guaranteed by the Government pursuant to paragraph 
10 hereof shall have been repaid, whichever period shall be the longer, vou will 
offer and make available for sale to nonintegrated users, on a first-come, first- 
served basis, under credit conditions satisfectory to you, at vour prevailing 
prices and on your standard terms and conditions of sale, 25 percent of the annual 
capacity from the aluminum-producing facilities described in paragraph 2, pro- 
vided, however, that the obligation to make sales under this paragraph is limited 
to those purchasers who, at least 90 days in advance of your production year, 
make purchase commitments with you for such production year. It is under- 
stood and agreed that (a) the Government may enforce this provision in its own 
name, by first seeking specific performance, and in the event the court decides 
that no equitable remedy lies, then the Government may sue for damages, and 
in that event the measure of damages shall be the damage to nonintegrated users 
affected, but not including consequential damages, and (6) no third party shall 
have any right whatever to enforce this provision, either in its own right or by 
lerivative right from the Government. 

7. By your acceptance of this order you undertake to proceed, without delay, 
to acquire the facilities necessary for the production and to purchase materials 
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and make commitments necessary to produce such alumina and aluminum. 
You also agree to enter into negotiations with the General Services Administration 
looking to the execution of a formal, definitive contract which will include the pro- 
visions hereof and all contract provisions required by Federal law, Executive 
order, and applicable regulations to be included in contracts for supplies of the 
kind berein described. The formal contract will also contain definitive terms and 
conditions as agreed to by the parties which may or may not be at variance with 
the provisions of this order. 

8. In case the parties are unable to agree upon a formal contract within 90 
days after the date of yvour aeceptance of this order, or within such further time 
as may be mutually agreed upon, this order will terminate at the expiration of 
such time. In such event, as to each contract or commitment relating to the 
facilities (including, without limitation, contracts and commitments for utility 
services, fuel, power, labor, transportation, materials, supplies, equipment, con- 
struction, and services), the Government shall reimburse you for expenditures 
the assignment to it of such 


actually made thereunder and either (a) require 
contract or commitment and assume your rights and obligations thereunder, 
or (b) direct vou to cancel or settle such contract or commitment and reimburse 
vou for your expenditure in effecting such cancellation and settlement, the determi- 
nation as to which method to pursue to be in the discretion of the Administrator 
of General Services. The obligation of the Government to reimburse you for 
expenditures actually made with respect to contracts or commitments relating 
to the facilities shall impose upon you a corresponding obligation to deliver to 
the Government all materials and supplies received by you for which such expendi- 
tures were made. 

0. The Government agrees to guarantee any loans obtained by you for the 
construction of said facilities to the extent required by the lender and as deter- 
mined by the Administrator of General Services after consideration of the reeom- 
mendation of the appropriate Federal Reserve bank If anv such guaranteed 
loan is outstanding, in whole or in part, at the time that the cancellation payment 
is due your company by the Government, as provided in the paragraph next 
above, the Government reserves the right at its option to require you to apply 
any or all of such amount due you to the payment of all or any part of the 
principal installments of said guaranteed loan in the regular order of maturity. 

10. As long as you are obligated to make payments to the Government in 
accordance with the terms of paragraph 11 (« 1), the provisions set forth in 
paragraphs 4 (a) and (6) shall apply to the production from the aluminum- 
producing facilities to the extent that you actually produce aluminum at such 
facilities. 

11. (a) The price at which vou are required to make aluminum available for 
sale to nonintegrated users as detailed in subparagraph (5) of paragraph 4 hereof 
shall be vour lowest published price, for the grade of aluminum involved, in 
effect at the time of delivery (ineluding the terms and conditions applicable 
thereto): Provided, however, That such price shall not exceed the highest price 
then quoted by the three present producers. 

b) The price for aluminum pig or ingot purchased by the Government under 
paragraph 3 and subparagraphs (a) and (4) of paragraph 4 hereof shall be your 
lowest published price for the grade involved (including the terms and conditions 
applicable thereto) in effect at the time of delivery: Provided, however, That if, 
at the time of delivery, the price so published of any of the three present do- 
mestiec aluminum producers is lower than your published price, the price to the 
Government shall be the lower of 

(1) The weighted average of the lowest prices so published, of the three present 
producers averaged during the 90 davs preceding the date of delivery, such 
weighting to be in accordance with the then existing primary aluminum capacities 
of said three producers; or 

(2) Your lowest published pri 
responding grade of aluminum. 

c) It is the understanding of the parties that vour published market price 


will represent the cost of production (exclusive of the amount of accelerated 


‘© in effect at the time of delivers for the cor 


amortization in excess of normal depreciation) plus a reasonable profit, and it 
is estimated by vou that the present market price would be sufficient to cover 
such costs and profit if you were presently operating your proposed facilities 
under existing conditions. In the event that price controls are placed upon 
aluminum by the Government which result in vour inability to earn such reason- 


able profit from the operation of the facilities and after reasonable efforts have 
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been made by you to obtain relief without success, then you shall have the right 
to cancel the contract with the election to either: 


(1) Retain the facilities, in which event, if they have not been completely 
amortized, you may avail yourself of the provisions of section 124 A (g) of 
the Internal Revenue Code, as amended by the Revenue Act of 1950, and 
receive a cancellation payment as defined in section 124 A (g) (1) (A), with 
respect to such facilities, and there will then become due and payable to 
you from the Government a sum of money equal to the then unamortized 
cost of the facilities with respect to which you have made such election. 

(A) In the event of an election to receive a cancellation payment as afore- 
mentioned with respect to the aluminum-producing facilities, for a period of 
10 years after the date the cancellation payment becomes due or until such 
payments equal the amount of the cancellation payment, whichever first 
occurs, as and when you produce aluminum from the aluminum-producing 
facilities, you shall pay the Government, at a rate per ton of aluminum so 
produced equal to the unamortized cost of the aluminum-producing facilities 
as of the date of cancellation divided by the number of tons of production 
which would have been required under the canceled portion of the contract. 

(B) In the event of an election to receive a cancellation payment as afore- 
mentioned with respect to the alumina-producing facilities, for a period of 
10 vears after the date the cancellation payment becomes due or until such 
payments equal the amount of the cancellation payment, whichever first oc- 
curs, as and when you produce alumina from the alumina-producing facilities 
as of the date of cancellation divided by two times the number of tons of 
aluminum production which would have been required under the canceled 
portion of the contract. 

(C) In the event of an election to receive a cancellation payment as afore- 
mentioned with respect to the bauxite development for a period of 10 years 
after the date the cancellation payment becomes due or until such payments 
equal the amount of the cancellation payment, whichever first occurs, as 
and when you produce bauxite from the bauxite development, vou shall 
pay the Government at a rate per ton of bauxite so produced equal to the 
unamortized cost of the bauxite development as of the date of cancellation 
divided by four times the number of tons of aluminum production which 
would have been required under the canceled portion of the contract. 

(D) You may, at your option, make any of the foregoing payments due 
under this numbered subparagraph 11 (c) (1) in advance of the times when 
they become due. If such rates or either of them shall become an undue 
economic burden to you, and you shall so demonstrate to the satisfaction of 
the Administrator of General Services, then such rates or any of them will 
be appropriately reduced and the period for payment extended accordingly. 

(E) It is understood that the Administrator of General Services will 
recommend to the appropriate certifying authority that there be issued to 
you appropriate certificate or certificates pursuant to section 124 A (g) (1) 
and (2) of the Internal Revenue Code, as amended by section 216 of the 
Revenue Act of 1950, certifying that said cancellation payment or payments 
described above are compensation to the taxpayer for the unamortized cost 
of the emergency facilities made because a contract with the United States 
involving the use of the facility has been terminated by its terms or by can- 
cellation, and authorizing the inclusion of the amount or amounts so paid as 
an amortization deduction for the accounting period to which they are 
properly chargeable. 

(F) If vou elect to take accelerated amortization on the aluminum or 
alumina producing facilities or bauxite development until such facilities have 
been completely amortized, then the Government shall not be obligated to 
make any payment to you on account of such cancellation with respect to 
such facilities; or 

(2) Surrender the facilities to the Government and receive a payment to 
be determined by a formula set forth in the formal contract the application 
of which will result in neither profit nor loss to you as if you had never owned 
such facilities. 


(d) The election provided above shall apply individually with respect to the 
aluminum reduction facilities, the alumina producing facility, and the bauxite 
development. 

12. If you cancel this order and elect to keep the plant under paragraph 11 (c) 
(1) above, and while any money is due the Government hereunder, the facilities 
shall have remained substantially idle for a period of one year or more, the Govern- 
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ment shall then have the option, upon three (3) months written notice to you, 
of purchasing such facilities at a price to be determined by a formula set forth 
in the formal contract, the application of which will result in neither profit nor loss 
to you, as if you had never owned such facilities; provided, however, that you may 
avoid such option and retain the additional facilities by a bona fide reactivation 
of such plant in substantial operation at any time during such three months notice 
period. In a determination of the aforementioned formula, neither your profit 
nor loss in fabricating operations or in furnishing at fair market prices material 
or supplies for the operation of such facilities is to be taken into account, nor is the 
profit or loss from the operation of any of your facilities other than those being 
purchased to be taken into account. 

13. It is understood and agreed that your obligations under this order are con- 
tingent upon (a) force majeure; (6) upon obtaining all priorities necessary for 
the purchase and delivery of equipment, supplies, materials and services of any 
nature required in the performance of your obligations hereunder; (c) upon issu- 
ance to you of any certificates of necessity applied for by you, covering the required 
facilities, pursuant to section 124A of the Internal Revenue Code, as amended, 
authorizing accelerated amortization for Federal income tax purposes of the entire 
cost of the facilities to be acquired for the production hereunder, including the 
alumina producing facilities and bauxite development, and (d) upon obtaining 
guaranteed loans on terms satisfactory to you pursuant to paragraph 9 hereof. 
If such priorities, certificates, or guaranteed loans are not obtained, you may 
cancel this order on the terms provided in paragraph 8, or, in the event the formal 
contract has been signed, on the terms provided in such contract. 

14. All contract provisions presently required by Federal law, Executive order, 
or applicable regulations, to be included in contracts of the type herein described, 
are incorporated herein by reference. 

15. Your acceptance of this order will be indicated by affixing your signature 
to thisletter and two copiesthereof and mailing or delivering the executed original 
and one executed copy to the Administrator of General Services within 60 days 
from the date of this letter. Such acceptance will constitute this order a contract 
on the terms set forth herein. 

16. This contract is entered into pursuant to the Defense Production Act of 
1950 (Public Law 774, 8lst Cong.); the Strategic and Critical Materials Stock 
Piling Act (60 Stat. 596); and the Federal Property and Administrative Services 
Act of 1949 (Public Law 152, Eighty-first Congress), as amended. 

Unirep States oF AMERICA, 
By Jess Larson, 
Administrator of General Services. 


Mr. Bryson. Mr. Dynner, we were told that there were some 
17,000 independent aluminum processors. 

Mr. Dynner. Yes, sir. 

Mr. Bryson. And you represent a group of those. 

Mr. Dynner. Yes. 

Mr. Bryson. How many do you represent? 

Mr. Dynner. We are a member of what is called the Aluminum 
extruders’ Council—an independent group of extruders. There are 
some 22 such extruders. There were 12 who indicated a willingness 
to join with us in this project, and who attended our first organization 
meeting in Washington. 

V hen the point was reached at which it was necessary to put money 
on the line, the thing narrowed down even further. All of them were 
interested, but only a certain number were willing to go along in 
exploring the project. It costs money to do that. We were willing 
to do it, and so were a few others. When I reached the point at which 
I asked for checks, several of these gentlemen found it expedient to 
back out. They said, “TI will be glad to’ give you a check, but for 
heaven’s sake, don’t use my name.”’ 

Mr. Bryson. I will not ask you for the name, but just the number. 

Mr. Dynner. There were three more besides the two who wound 
up by saying, ‘We are perfectly ready to go out on a limb and put 
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ourselves on record. We will carry this thing through and we will let 
you in when we have certification.” 

” At that point it may be perhaps safe for them to come in. At this 
moment they fear reprisals. We did not fear them. We have 
competent attorneys. 

Mr. Hinurnes. Reprisals by whom? 

Mr. Dynner. By the primary producers, since all of us are com- 
pletely dependent upon them for our livelihood. 

Mr. Hriuines. You are speaking now of Alcoa? 

Mr. Dynnper. And Reynolds and Kaiser. 

Mr. Hiturnes. And Reynolds and Kaiser? 

Mr. Dynnper. Yes. Although our relations have been excellent 
with our suppliers. Nevertheless, there come times —and there have 
been several such—when we were under the same disability Mr. 
Harvey labored under. We are both extruders. We are not only 
extruders, but fabricators, and completely at the mercy of whatever 
market conditions prevail. 

Mr. Hiturnas. When the so-called Big Three heard of this particular 
plan and idea of yours and your fellow companies involved, that is, 
the other fabricators and extruders, were any threats made as to the 
possibility of cutting off supplies of aluminum to these various com- 
panies that are interested in this enterprise? 

Mr. Dynner. I do not know that they have heard of it, because 
we have not made it public; and no threats have been made, so far 
as 1 am concerned. Nobody would be foolish enough to make such a 
threat. These people are able businessmen, they are competent, and 
they know what their limits are. 

The Cuarrman. You spoke of reprisals, did you not? 

Mr. Dynner. Yes. There was a fear of reprisal. 

The CuarrMan. Is that fear fancied or actual? 

Mr. Dynner. I am not prepared to state that that fear is real, 
because that would be making a very harsh statement which I would 
be unable to support by actual evidence that would stand up in court. 

The CHarrMan. Have you been refused supplies when you think 
you should have received them in the ordinary course of events? 

Mr. Dynner. Under National Production Authority Order M-7, 
it was intended that the material remaining available after military 
needs are met should be equitably distributed. Since the balance of 
the material which was available after military requirements were 
met, and which were estimated at 35 percent, there should have been 
available 65 percent of the previous production for civilian purposes. 
We, therefore, and I speak now of Metal Trims, Inc., should have 
received 65 percent of our previous purchases, assuming that distri- 
bution were made equitably. In point of fact, our actual allocation 
turned out to be somewhere between 30 and 40 percent. In terms of 
poundage it dropped from a high average of, let us say, a quarter of a 
million pounds, and a high point of 400,000 pounds, to an allocation 
of 55,000 pounds in December—an amount which is insufficient to 
operate economically one of our two extrusion presses. 

The CHarrman. And your experience is the same as all other 
extruders and fabricators who have to rely on the three primary 
producers? 

Mr. Dynner. It is the same as practically all of the independent 
extruders. 
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The CnatrMan. Where did that aluminum go that you and the 
others similarly situated did not get? 

Mr. Dynner. We have tried very hard to find out where it went to 
in order to justify the picture in our own minds, and accept what was 
given. We find, or we are informed, that the extrusion capacity of 
Rey nolds and Alcoa was expanded during the last 6 months of this 
year by the reactivation of extrusion capacity not previously used. 

I am looking here for a quotation from the Wall Street Journal 
which indicates that during the third quarter of 1950—a period during 
which our allocations were sharply curtailed, as well as the allocations 
of most of the independent producers—the Bohn Aluminum Co. 
showed the largest earnings since the end of the war, and ascribed that 
very profitable situation to an exceptional output of three products 
including aluminum extrusions. 

The CHarrMAN. So, despite the fact that they reactivated addi- 
tional facilities and, therefore, had more of a supply of the aluminum 
that you would use, you and the others similarly situated obtained less 
primary metal? 

Mr. Dynner. We obtained less. 

Mr. Bryson. Between 30 and 40 percent is only about half of 65 
percent. 

Mr. Dynner. Approximately that. In our case it wound up at 
the end of the year with a 55,000-pound allocation. 

Mr. Roptino. In other words, you agree with the statement that 
was made here a while ago by Mr. Harvey—and I assume you heard 
him—that the use of aluminum has been expanded at a time when 
the producers of ingot are curtailing the sales to the independent 
fabricators. Did you experience that? 

Mr. Dynner. | would agree most emphatically with Mr. Harvey’s 
statement. 

Mr. Roptno. This indefinite and inadequate supply problem is one 
about which I have great concern. There are a number of aluminum 
fabricators in my State of New Jersey, and, I understand, some 17,000 
fabricators throughout the United States who must have sources 
of primary aluminum in order to remain in business. 

Therefore, I am going to put forth every effort in my power to see 
that additional primary aluminum production expansion is expediti- 
ously brought about in the United States, so that these independent 
fabricators will have sufficient metal to survive. 

Mr. Wits. On the other hand, Mr. Reynolds testified that at 
certain times in the last few years he had had aluminum oozing out 
of his ears. 

Mr. Dynner. Yes, indeed. 

Mr. WI uIs. So, what causes that? Is there a period of plenty and 
a period of scarcity, and can we rely on the fact that we can depend 
on a period of plenty? 

Mr. Dynner. No, sir. You cannot always depend on a period of 
plenty. We had, during the period referred to by Mr. Harvey, a 
similar experience. It is true that at that moment there was a shortage 
of aluminum. We went out at that time and had to make arrange- 
ments for the purchase of scrap at premium prices to be converted 
into billet, and thence made into extrusions, and finally sold to us at a 
considerably higher cost—higher than nor mal cost. 

One morning we were suddenly informed at our office that the bot- 
tom had fallen out of the market and you were back to where we were 
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before. You had plenty of metal available and you could have all 
you wanted. So, we were caught with 100,000 pounds of metal on 
which a premium had been paid. 

Now, a week or 2 weeks before Korea the three producers were at 
our doorsteps inviting us to purchase metal. I might sav we had 
continuously remained an exclusive customer of Alcoa’s. They have 
been our only supplier—our one and only supplier. Others were at 
our doorstep asking us to buy billet from them on equal terms, that 
is, on the same terms. But, since our supply was adequate and our 
relations were excellent there was no need to make any further 
arrangements. 

Now, within a few weeks, the situation changed. We had, earlier 
in the year, purchased in good faith another extrusion press. It costs 
$150,000 to buy one of those little things. We also built a new fac- 
tory at the cost of $100,000 to house the new press. We did that on 
the strength of business previously written, and made additional 
commitments to deliver extrusions from the new press, and from 
newly ordered billets. 

A few weeks after Korea we were regretfully informed that it would 
no longer be possible to obtain the material which we had ordered. 
Before ordering it we told our supplier, ‘‘We are going to need 
300,000 pounds of additional billet monthly. Can you supply it?” 
“Oh, ves.”” “Shall we give you a firm order now for a year hence?” 
The answer was, “It is not necessary, because the schedules are re- 
vised periodically; but we will take care of you.” 

Mr. Wiuuts. That was before Korea? 

Mr. Dynner. Yes. These things take a long time to arrange. Our 
machinery was ordered and was scheduled for delivery in September, 
and there were delays. We got into operation in October and Novem- 
ber. We now have more than twice our previous capacity, and we 
have a fifth of the metal that we previously had. 

Mr. Wixuts. In other words, although you had a greater capacity 
in October and November, you were able to get less than before? 

Mr. Dynnur. Yes, sir. Would you like to know what we did in 
order to keep going? ‘ 

Mr. Ropino. Yes. What did you do? 

Mr. DyNnner. Since we did not have any aluminum in order to 
fulfill orders and the contract requirements of our customers we felt 
that we had to do something to keep the plant going. We had 
run at least one shift. Normally we run two shifts. 

At first we sought military business, which we discovered did not 
exist. Secondly, we informed our customers—small fabricators— 
that the only way we could supply them with extrusions, which would 
enable them to stay in business, would be for them to by either scrap, 
or virgin metal, and ship it to us for conversion. Precisely the same 
thing Mr. Harvey did. 

We did not want to get involved in any premium deals, and we told 
our customers it was not our intention to profit from this situation 
to the extent of one penny. We told them, “If you will buy the metal 
and pay for it, what you think you can afford, we will then manu- 
facture your extrusions without any additional profit to ourselves. If 
there is any premium involved you will have paid it to the source of 
your metal.”’ So we kept our skirts clean. In that fashion we have 
been able to ope rate; but that, of course, is coming to an end. 
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The CuarrMan. You may proceed. 

Mr. Dynner. It is understood, of course, by the organizers that 
the entire output of this facility shall be devoted to military work 
exclusively, as long as the need for its production for that purpose 
exists. 

The outstanding reason for independent processors and fabricators 
to join this enterprise at this time is that they will thus be able to 
assure the supply of aluminum which they will need for exclusively 
military purposes, and which they may not be able to obtain from 
their usual sources, regardless of the military urgency of their pro- 
duction. Do you want any explanation? 

The CHarrman. No. You go ahead. 

Mr. Dynner. Only if a surplus remains available for civilian use is 
it the intent of the organizers to use any part of this production for 
such civilian purposes. Hence, they are prepared to contract with 
the appropriate Government unit for exclusively military use of its 
production as long as needed. Of course, that is part of the arrange- 
ment with the General Services Administration. 

In order to assure equitable distribution of the metal to independent 
fabricators, and to assure operations in the fullest public interest, the 
board of directors of this corporation will include at least two members 
from the public with no direct interest in the aluminum business 
whatsoever. We have already obtained the readiness of one of them. 

To determine the possibility of obtaining certification, we have 
consulted with appropriate Government personnel. In view of the 
fact that the Department of the Interior is charged with this certifi- 
sation, we consulted with the Secretary of the Interior, Mr. Chapman, 
on January 3, and with Dr. Boyd, Defense Minerals Administrator, 
on January 10, 1951. 

The CrHartrMan. Of course, that is not the whole story. The 
Department of the Interior is charged only partly with the certifica- 
tion. The final authority rests with Mr. Harrison. 

Mr. Dynner. That is true, sir, but since there was a specific alloca- 
tion, or a specific requirement made, it was necessary to obtain the 
Department’s readiness to deal with us before you could go any further. 

The CuHarrMAN. That is right. You initiate the process with the 
Department of the Interior. 

Mr. Dynner. That is right. 

The CuarrMan. But the National Production Authority has the 
last word in it. 

Mr. Dynner. Yes, sir, but you present your picture before the 
National Production Authority in complete form, and that would 
include, necessarily, the Department of the Interior’s readiness to 
certify. 

On the basis of preliminary discussions and negotiations, and on 
the assumption that the Government’s expression of interest will 
make it possible for the corporation to proceed with its plans without 
delay, the production goal tentatively planned is for a total output 
of 60,000 tons of metal to be attained during the latter part of 1952. 

The next subject is power supplies. The tentative production 
schedule will require the availability of electrical energy corresponding 
to a total of 120,000 kilowatts. 

Three alternative power sources are under current consideration 
and discussion: 
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1. Water power from the Pacific Northwest’s hydroelectric sources, 
including those of the Federal power system; 

. From gas engines on the Gulf coast; and, 

. From Venezuelan hydroelectric supplies, or through the use of 

gas e ngines employing ample natural gas te Som in that country. 
: : The CuarrMan. Those three alternatives depend on where your 
: : site of operation would be? 
| . Mr. Dynner. That would depend on whether we were able to ob- 
tain the most desirable power, which is the water power in the North- 
west. 

The CuarrMan. Have you already secured a commitment, for 
example, for the hydroelectric power in the Northwest, and/or power 


Sia tig Cay 


from gas engines on the Gulf coast, or from this Venezuelan source? 
Mr. Dynner. No, sir. We have no such firm commitment. Nor 

) was it possible for us to negotiate for such firm commitment until it 

was shown that the additional capacity beyond the 450,000 already 


authorized would be required, because obviously nobody is going to 
sit down and do any business with you if they see there is no authori- 
zation for any aluminum production beyond the present 450,000 


tons. Hence, every conversation we have had has necessarily been 

3 tentative. 

; ‘ The CHarrMan. But you have been negotiating, I take it, with 

‘ entities who are producing hydroelectric power in ‘the Northwest? 

, Mr. Dynner. Yes, indeed. And, we have the feeling that such 

} power will be available once the firm request is made. 

- ; The CuarrmMan. Will you explain what you mean by Venezuelan 

, hydroelectric supplies? 

> Mr. Dynner. There is in the course of development—and we under- 
stand will be ready within 2 years—a hydroelectric development on 

Y the Caroni River in Venezuela. Thi at area has made a great deal of 


- progress because of the discovery of iron ore and because of the previ- 
ous development of the oil there. The Venezuelan Development 
- Corp., has under way a project for the development of 500,000 kilo- 


B watts of electric power at that point. That is a Venezuelan corpora- 
, tion. 
a The Cuarrman. Who owns that? 


Mr. Dynner. The Government. 
The CHarrmMan. The Venezuelan Government? 


e Mr. Dynner. Yes. It is a corporation—the Venezuelan Develop- 
ment Corp. : 

C Mr. Wiuuts. For immediate availability and plentiful supply why 

1 do you not visit Louisiana and Texas. 

0 Mr. Dynner. I will be very happy to do that. The problem, 
however, Congressman, is one of economics. The particularly inter- 

n esting aspect of that Venezuelan situation is the very low cost of avail- 

I able gas as well as the low cost of the electric power being planned. 

t I might say, Mr. Congressman, we would be glad to go to the Gulf 

t coast if that were economically feasible. 

,. Mr. Wiuuts. I want you to make the best deal possible. 

n Mr. Dynner. That is what we are interested in. We are able to 

g do many things a large company cannot do because of our size. We 
can operate more economically, and move faster; but we have to keep 

n this thing economically sound, otherwise there is no interest in doing it. 


The CuarrMan. Go ahead. 
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Mr. Dynner. Now, with regard to raw materials. We have re- 
ceived preliminary assurance from a world supplier of bauxite of sat- 
isfactory grade to meet the corporation’s requirements of approxi- 
mately 240,000 tons of bauxite per year. The location of the mines 
to be employed are in the Guianas of South America, and possibly 
those in Indonesia. In addition, discussions have been initiated by 
the corporation on a possible independent and new source of high-grade 
bauxite in South America. 

Conversations with suppliers of other materials such as soda ash, 
burnt lime (or limestone), synthetic cryolite and other requisite mate- 
rials, are under way. We have had preliminary assurances on one of 
the most important elements, which is petroleum coke. 

Plant design, construction and operations is the next subject. 

(a) Bayer alumina plant: Discussions have been held and are being 
carried out with nationally recognized chemical engineering firms for 
the design and supervision of construction of the proposed 120,000 
tons per year Bayer alumina plant. The experience of certain Euro- 
pean producers will also be drawn upon. 

(b) Electrolytic reduction plant: Discussions and negotiations have 
been started with two major European firms for the design and con- 
struction of a 60,000-ton-per-year electrolytic-reduction plant. 

These discussions have also included arrangements for the training 
of supervisory and operating personnel in advance of actual plant 
operation. 

Mr. Wiis. Have these discussions been restricted to European 
experts? 

Mr. Dynner. No, sir, but on the electrolytic reduction plant there 
are certain advantages, or certain new developments which appear to 
be very sound ec onomically, and which enable us to operate very 
profitably. Also, there is the matter of obtaining equipment; and, 
since much of this equipment might be obtained from Kurope it w ould 
not be necessary to draw upon the already spoken-for local capacity. 
That would expedite and accelerate the creation of our facility. 

As to the financing, we have had discussions with private financial 
sources who indicate willingness to provide the funds required for the 
construction and operation of the corporation’s proposed plant units 
under Government certification of a loan. Operating capital beyond 
the initial equity of the founder members is also being arranged. 

The CHatrman. You heard Mr. Harvey in the discussion this 
morning about the 24 percent chayge for the guaranty by the Federal 
Reserve System? 

Mr. Dynner. Yes, sir. 

The CHarrMan. Have you any opinion on that score? 

Mr. Dynner. We felt at the very beginning, in reading the con- 
tract, that the Government had a very large interest in seeing that 
these plants were built and, as in the case of Mr. Harvey—and I do 
not know whether he expressed it that way—we certainly took it for 
granted that the Government would make that guaranty and would 
be glad to make that guaranty in order to obtain this much-needed 
material at this time. That was a very small contribution to make. 

The Cuarrman. You mean, make the guaranty without any interest 
charge? 

Mr. Dynner. Without any interest charge. 
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The Cuarrman. Because after all the Government really would be 
the prime consumer of this product and it would be like putting a 
dollar in one pocket and taking it out of the other. 

Mr. Dynner. Certainly. 

The Cuarrman. They would have to pay for that interest. 

Mr. Dynner. We would be adding that to the charges, because we 
are prepared to make a price based on the actual cost of the produe- 
tion, and if you saddle us with an additional charge it would only 
come out of your own pocket. 

The Cuarrman. Do you find it difficult to make your financial 
arrangements if you are saddled with that burden of 2% percent? 

Mr. Dynner. It would make it difficult for us to operate because 
the contract to purchase material plus the Government’s guaranty 
of a loan are adequate security. 

The CHarrMAN. You are a step ahead of me. 

Mr. Dynner. Yes, sir. 

The CrarrMan. Do you find it difficult to obtain the financing 
with that 2% percent guaranty? 

Mr. Dynner. I believe it would make it more difficult. 

The CuarrmMan. Go ahead. 

Mr. Dynner. Price policy: The corporation proposes to operate 
its Bayer alumina and aluminum reduction plants on a limited profit 
basis so as to provide aluminum metals to affiliated fabricators at 
close to mill production costs. If our present cost estimates can be 
fulfilled, we believe we can meet the prices of the present producers. 
In any event, the corporation is willing to agree to a price policy 
which will be in the greatest publie interest. 

The corporation also plans to allot a portion of its operating costs 
to a research and development program for the improvement of pro- 
duction techniques in alumina and aluminum, as well as in the fab- 
rication of the metal. All improvements in the latter will be made 
available without restrictions to affiliated fabricators 

The CHarrmMan. Are there any questions? 

(No response.) 

The CuHarrMan. Thank you very much, Mr. Dynner, and what we 
said to Mr. Harvey holds good for you. If this committee can be of 
help to you in your efforts, why, call on us. 

Mr. Dynner. Thank you very much. You have been a great help 
already, and this forum in itself is perhaps the greatest help that we 
can have. Thank you, sir. 

The Cuarrman. Thank you very much. The subcommittee will 
now adjourn and meet at 2 o’clock when we will hear Mr. Arnold 
Troy of Eastern Metals Co 

(Whereupon, at 11:45 a. m. the subcommittee adjourned until 
2 p. m. of the same day.) 


AFTERNOON SESSION 


The CuartrmMan. The subcommittee will come to order. 

Our first witness this afternoon is Mr. Arnold Troy of Eastern 
Metal Products Co. 

State your name and position to the stenographer. 
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STATEMENT OF ARNOLD TROY, EASTERN METAL PRODUCTS CO, 


Mr. Troy. My name is Arnold Troy of the Eastern Metal Products 
Co., Tuckahoe, N. Y. 

The CuarrMan. Go ahead, Mr. Troy. 

Mr. Troy. Mr. Chairman and gentlemen, I am here in response to 
your letter of January 15, 1951, requesting that I appear before this 
1ighly respected subcommittee in regard to the now considered 
aluminum program of expansion. 

By way of introduction, in deference to those members of this sub 
committee unfamiliar with us, let me briefly state that we are founders, 
semifabricators, and manufacturers of consumer products using alu- 
minum. We require considerable quantities of aluminum in our 
operations and depend to a large extent upon the prime aluminum 
makers for our source of supply. My own and our company’s experi- 
ence with aluminum goes back over 20 years. We are completely 
familiar with all phases of its manufacture from the ore through the 
finished product—including the various steps of semifabrication such 
as sheet, rod and bar, extrusion, die-casting, stamping, forging, and 
various types of casting. We have a full knowledge of the Bayer 
process and reduction-mill operation. 

Personally, I have had much contact with the aluminum world. 
In 1945 and 1946 I assisted the Senate Small Business Committee 
then studying the future of light metals. I worked closely with Dr. 
Dewey Anderson at that time and made a number of first-hand studies 
of many of the then owned Government plants. I made a number of 
statements before that committee, which statements are in the Con- 
gressional Record. Since we ourselves were interested in operating 
the Torrence, Calif., plant we had engineering as well as other studies 
made of the project. In 1949 I appeared as a governmental witness 
in the case of U. S. v. Alcoa, before Judge John C. Knox. In 1949 I 
had contact with Dr. Sebastion and Mr. Ralph Watkins of the 
National Security Resources Board. I also met with General Timber- 
lake and the Army and Navy Munitions Board regarding the then 
fast-growing aluminum problem. We were making studies at that 
time on the possible rehabilitation and operation of the Burlington, 
N.J., reduction mill. In 1950 we filed briefs on the subject of tariffs 
regarding the then proposed tariff increase, as well as appearing before 
the Committee on Reciprocity Information, then making their study 
of world aluminum. 

Before getting into the meat of my dissertation, I would like to 
state that we, of moderate business size, appreciate the opportunity 
of such a forum as this. We need the understanding and fair play 
that comes from Government and particularly from this committee 
which has just such a reputation. It gives us courage to state our 
case plainly and without forbearance. You, gentlemen, have the 
thanks and appreciation of small, medium, and all sizes of business 
not directly benefiting from monopoly. 

In discussing aluminum expansion we must treat with the problem 
on an international scale. 

At this point I might state, gentlemen, that between the United 
States and Canada the volume of production today is about 60 percent 
of world aluminum. With the increased and proposed expansion 
program going forward, we will have about 80 percent of the world’s 
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production right here on this continent, excluding Russia and satel- 
lites, which means that aluminum is fast growing to be one of the 
world’s most important metals. We have in our hands practically 
the source of supply of aluminum for the world. 

I believe that the program which we are now touching upon is not 
strictly a United States problem but rather a world problem. 

Decisions made here in Washington will set the world pattern of 
aluminum for the future. We are not merely considering our own 
aluminum needs here in this country but also the requirements of the 
international common defense based on the armament needs of our- 
selves and our allies. Therefore, our thinking on the matter should 
have the broad view. 

However, in considering this major problem we cannot lose sight of 
the effect that anything that might be done will have upon the 17,000 
small independent fabricators and semifabricators of aluminum here 
at home. ‘They are as necessary to a war effort as to our peacetime 
economy. Without them we could not prosecute any war to a satis- 
factory conclusion nor could we have a full, rich economy. The best 
interests of the American people are at stake when we permit the 
independent to disappear from the American horizon. In addition 
there are over 1,000,000 jobs tied to the independent’s productive 
capacity. These, the independent’s future, the jobs of millions, and 
the welfare of the American people have too often been jeopardized 
by a monopolistic condition in the aluminum industry which has 
existed for many years and continues to exist under control of the so- 
called Big Three. If the aluminum industry in this country is to 
grow to its proper stature we must have sources of supply which are 
real sources of supply of base metal to independent operators and not 
companies whose most advantageous interest lies in not so doing, as 
in the present situation. 

When Kaiser and Reynolds were interested in the possibilities of the 
aluminum business they made many statements which were as true 
then, when they were made in 1945 and 1946, as they are today. 
Unfortunately, now that the shoe is on the other foot, they have 
forgotten completely what they have said. 

In order to refresh a few memories in this regard, I would like to 
quote from statements made by both Mr. Henry Kaiser and Mr. 
Reynolds, Sr., and I do quote, Congressional Record, Senate hearing 
on Future of Light Metals: 

Mr. Reynolds, page 6150, part 48, Congressional Record: 

Far better than that, we want to prepare jobs for thousands of small businesses, 
and through that get the potential users by having two or more sources of inde- 
pendent supply; so that they really believe that they can put their heart and 
effort behind aluminum. 

Page 6177, part 48: 

My own experience with Alcoa in 1940 showed how dangerous it was to build 
up an aluminum fabrication business dependent upon receiving aluminum ingot 
from Aleoa. 

Page 6150, part 48: 

We must have more than two sources of supply if we are going to be really 
prepared for the third world war. 

Page 6165, part 48: 


Well, he [referring to Mr. Duke in the competition in the tobacco business] just 
had 30 times more business than he ever would have had without the competition, 
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see; 80 I am telling you that one company, in my opinion, that would prosper most 
would be the one already established in this business, and you are not going to get 
the big users unless you have two or more independents who can compete. That 
is just A, B, C, in business. 
T ° a , 
Walter Rice, attorney for Mr. Reynolds, page 6139, part 48: 


We in Reynolds Metal Co. believe that the introduction of competition has 
given the industry a new birth. Aluminum is still in its infancy; but if the right 
to compete effectively can be protected by Government, the industry will even- 
tually grow even beyond war-time levels. 

At that time, gentlemen, the productive capacity during the war 
had reached a peak of over 2 billion pounds. That was the peak and 
it slid down rapidly toward the end of the war. 

Effective competition will increase consumption, provide employment for 
capital and labor, and help thousands of small fabricators. We are such firm 
believers in competition that we even think it will be a blessing to the Aluminum 
Co. of America. * * * TI regret to say that some Government agencies have 
not only been shortsighted and unprogressive but also discriminated against the 
“‘little fellow” to such an extent that, unless corrected, these discriminations will 
tend to entrench monopoly and stifle competion for many years to come. 

Henry Kaiser, page 6280, part 49: 

The law, itself, is very clear on what you should do in that respect and 


and he is talking about the disposition of these Government-owned 
surplus properties 

that if, for example, one big operator operated all the plants in the Nation, w® 
would not have any nation; so, therefore, it is necessary to have distribution o 
the effort of all business opportunities, 

It should be borne in mind that in 1945 Alcoa had been adjudged a 
monopoly in the pig field of aluminum and not in the other phases of 
manufacture. 

The thing they were dealing with primarily was the shortage in the 
prime or pig facilities of the Nation. There was sufficient capacities 
of all types and they were not as familiar with competition in those 
fields as they were with the basic metal supply. 

That was the main stem of the problem of competition in the 
industry. It was the problem that had faced Reynolds and thousands 
of smaller fabricators. It was primarily what forced Reynolds into 
the aluminum business. He either had to get into aluminum pro- 
duction or get out of aluminum fabrication altogether. No choice 
was left to him. Mortgaging his plants to get into the aluminum 
business was the only way out. In page 6140, part 48 of the Con- 
gressional Record, Mr. Walter Rice tells of how Mr. R. 5. Reynolds 
endeavored to purchase a large quantity of aluminum from Alcoa to 
manufacture aluminum foil, a product aiso manufactured by Alcoa. 
Alcoa refused to sell him. By and large the basie reasons why the 
Senate Small Business Committee handled the aluminum problem 
was because it was and still is a small business problem. Sources of 
supply of prime material had to be assured to all manufacturers, both 
large and small, if we were to have a healthy aluminum industry—the 
small enterprise, however, needed the protection as well as that 
assurance. Senator O’Mahoney, in his hearings, pointed out that 
there should be a minimum of about six companies in the basic field. 
I, myself, made a statement at the time on page 6206, part 49: 

Insofar as the supply of raw material is concerned, unless there are at least 
a half dozen basic-material-producing independent facilities available, it would be 


vin’ Se eli 








z 
# 
~ 
md 
¢ 
g 


ned 


STUDY OF MONOPOLY POWER 317 


hazardous for the small fabricator to venture far out in his business enterprise 
At least half a dozen basic sources of supply should be a must for a sound economy. 

It was a plea for a situation whereby the independent could exist. 
I helped in a large way to get Reynolds and Kaiser into this field hoping 
that there would be that needed competition in the field and not a 
situation whereby a triopoly replaced a monopoly, with the attendant 
benefits to that tripoly. The very Surplus Property Act (Publix 
Law 457, 78th Cong., ch. 479, 2d sess., H. R. 5125, item (d)) states 
“to discourage’’—and this, gentlemen, was one of the cores for the 
reasons for the Surplus Property Board and the War Assets Adminis- 
tration practically giving away most of these plants on such terms as 
would perform in this manner 
to discourage monopolistic practices and to strengthen and preserve the com- 
petition position of small business concerns in an economy of free enterprise. 

It was on that predicated theory of good business that the Govern- 
ment subsidized Kaiser and Reynolds to the extent of the cost of their 
plants in this issue. 

Reynolds and Kaiser have failed in their approach to creating true 
competition in the industry and also in their failure to supply the 
small independent. How Mr. Reynolds could make the statement 
that it was with the distinct understanding that Reynolds was to be 
completely integrated and not supply ingot to the independent is 
beyond anyone’s understanding and is sufficient to malign the whole 
intent of the Senate Small Business Committee. 

We have on a number of occasions attempted to purchase metal 
from both Reynolds and Kaiser, without results. 

In 1947 we contacted the Kaiser interests and discussed the pos- 
sibility of their selling us metal. At that time they were operating 
in the Northwest and had no real warehousing facilities in the East 
They were embryonic in their productive status and were not as fully 
qualified to handle eastern shipments as well as some of the long-time 
manufacturers like Alcoa was. We placed an order with them around 
the middle or end of 1947. Subsequent to that, in 1948, while they were 
getting their organization set up so that they could ship to a ware- 
house possibly in Cleveland or Newark or some eastern city as a 
major distributive point, they were involved with us and selling us 
metal. Comes 1948 when a shortage exists and they were no longer 
interested in selling metal. 

Well, having that one experience we were very cautious, of course, 
in doing business with Kaiser. However, in August of 1948 we again 
contacted Kaiser in August, June and some periods during the year 
1948, starting from February. As a matter of fact, on February 10, 
1948, we placed—or prior to February 10, 1948; shortly prior to that 
we placed an order for about 300,000 pounds of aluminum ingot. We 
have here a letter from Kaiser: 

We thank you for your letter of February 5 requesting quotation on 300,000 
pounds of aluminum ingot alloy 43. We regret at this time we will be unable to 
quote you due to the critical metal shortage. We hope that in the near future 
this situation will be alleviated and that we may be able to satisfy ygur requirements. 

The CuarrMan. Those letters will be received in evidence. 

Mr. Troy. I have several here. I guess it is not necessary to read 
them all. They are in the same vein. They start anywhere from the 
beginning of February 10 and run right through the end of the year. 
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The CuatrmMan. What year is that? 
Mr. Troy. 1948, sir. 
(The letters referred to are as follows:) 


Se ee eee 


Fesrouary 5, 1948. 
ReyYNoupDs Merats Co., 
New York, N. Y. 

GENTLEMEN: We are interested in purchasing at this time approximately 
300,000 pounds of aluminum ingot in alloy commonly known as No. 43. 

The enclosed specifications are approximate and we would greatly appreciate 
your immediate quotation. If you are in a position to supply this material 
meeting these specifications, kindly advise how close you can come. 

Sincerely thanking you for your immediate attention, we are 

Very truly yours, 
EasteRN Metat Propvucts Co., 
ARNOLD TROY. 





PERMANENTE Propucts Co., INc., 
New York, N. Y., February 10, 1948. 
EasTERN Meta Propucts Co., 
Tuckahoe 7, N. Y. 
(Attention: Arnold Troy) 
GENTLEMEN: We thank you for your letter of February 5 requesting quotation 
on 300,000 pounds of aluminum ingot alloy No. 43. We regret that at this time 
we will be unable to quote you due to the critical metal shortage. 
We hope that in the near future that this situation will be alleviated and that 
we may be able to satisfy your requirements. 
Very truly yours, 
PERMANENTE Propucts Co., INc., 
(Kaiser Aluminum Division), ; 
G. P. O_pHAM, 
Sales Manager Eastern Division. 
G. W. Kuracuek, Sales Engineer. 


ReyNoutps Merats Co., 
New York, N. Y., May 26, 1948. 
EasTeERN Meta Propucts Co., 
Tuckahoe 7, N. Y. 

GENTLEMEN: In reply to your inquiry of recent date, we sincerely regret to 
advise that we are not in a position to quote on your requirements at this time 
as the present shortage of metal makes it impossible for us to offer deliveries. 

You can be assured, however, that as soon as conditions improve, we shall 
advise you accordingly. 

Very truly yours, 
Reynoutps Merats Co., 
(Aluminum Sales Division), 
W. H. Craia, New York Division, 





PERMANENTE PrRopvucts Co., INc., 
New York, N. Y., June 2, 1948. 
EASTERN METAL Propucts Co., 
Tuckahoe 7, N. Y. 
(Attention: Mr. Arnold Troy.) 

GENTLEMEN: Please excuse our tardiness in replying to your letter of May 14. 
The delay has been the result of a reexamination of our ability to supply aluminum 
alloy, pig and ingot, upon which subject, our thinking has finally crystallized to 
the point that will enable us to give you an adequate answer. 

We have no “insight’”’ capacity for the production of any of the material in- 
quired for, and so, must regretfully inform you that we shall be unable to quote at 
this time. 
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We sincerely regret our inability to do so, and assure you that we look forward 
with keen anticipation to that day when our present position may be improved 
to the point that we shall be able to accommodate some portion of your business. 

Thank your for your kind interest in our company. 

Yours very truly, 
PERMANENTE Propvucts Co., Inc. 
(Kaiser Aluminum), 
G. P. OLDHAM, 
Sales Manager, Eastern Division. 


Aucust 10, 1948, 
Mr. W. H. Crate, 
Reynolds Metals Co., New York 17, N. Y. 

Dear Mr. Craic: We are interested in purchasing a quantity of either 99.5 
aluminum ingot or the alloy commonly known as No. 43. We are also interested 
in purchasing a quantity of aluminum sheet and would greatly appreciate your 
advising us at this time whether you can supply us and to what extent. 

We wish to call your attention to the fact that we are consistent large volume 
users of this material having purchased this type of material for a great many 
years for our own use and our operations are continually expanding thus requiring 
more and more sources of supply. 

Should you feel it feasible to supply us, you may rest assured that you may 
continue to look upon us as a great potential outlet in the years to come. 

Sincerely trusting that you will take this matter under advisement for immedi- 
ate action, we are 

Very truly yours, 
EASTERN Merat Propucts Co., 
ARNOLD TRoy. 


Aveust 10, 1948. 
G. P. OLDHAM, 
Sales Manager, Permanente Products Co., Inc., 
New York 17, N. Y. 

Dear Str: We are interested in purchasing a quantity of either 99.5 aluminum 
ingot or the alloy commonly known as No. 43. We are also interested in purchas- 
ing a quantity of aluminum sheet and would greatly appreciate your advising us 
at this time whether you can supply us and to what extent. 

We wish to call your attention to the fact that we are consistent large volume 
users of this material having purchased this type of material for a great many 
years for our own use and our operations are continually expanding thus requiring 
more and more sources of supply. 

Should you feel it feasible to supply us, you may rest assured that you may con- 
tinue to look upon us as a great potential outlet in the years to come. 

Sincerely trusting that you will take this matter under advisement for immediate 
action, we are 

Very truly yours, 
EasteERN METAL Propucts Co., 
ARNOLD Troy. 


PERMANENTE Propucts Co., INc., 
New York, N. Y., August 11, 1948. 
EASTERN METAL Propvucts Co., 
Tuckahoe 7, N. Y. 
(Attention: Mr. Arnold Troy) 

GENTLEMEN: Thank you very much for your letter of August 10 in which you 
indicate an interest in purchasing aluminum ingot from us. Unfortunately we 
have discontinued the sale of ingot due primarily to the severe shortage of hydro- 
electric power and the heavy demand on our facilities for sheet-metal products. 
We shall not, therefore, be able to quote at this time. 

As to your requirements of sheet aluminum, we are requesting our salesman, 
Mr. H. E. Nichols, to visit with you as soon as possible. In fairness to you 
however, we must report that we are sold out through the month of November, 
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and it would appear from this point that we shall not have any capacity available, 
for new applications or customers who have not been on our books regularly 
through the recent months. 
We sincerely regret that this reply must be so completely negative and no doubt 
Mr. Nichols will be able to amplify our position on the occasion of his visit. 
Thank you for your interest. 
Very truly yours, 


wed Ae ph laeathe 


PERMANENTE Propucts Co., Inc. 
(Kaiser Aluminum Division), 
G. P. OLpHAM, 
Eastern Division Sales Manager. 


ReyNoutps Merats Co., 
New York, N. Y., August 11, 1948. 
EASTERN Metat Propvucts Co., 
Tuckahoe, N.Y. 
(Attention: Mr. Arnold Troy) 

GENTLEMEN: We have in hand your inquiry of the 10th and sincerely regret to 
advise that conditions in the industry at this time prohibit us from quoting on 
aluminum sheet and ingot. 

We are still in the throes of a critical metal shortage with the result that we 
have accumulated a tremendous backlog. With production at a small percentage 
of capacity and virgin aluminum very scarce, we can at this time offer only when 
mill capacity becomes available on all orders. We shall be pleased to accept your 
order under these conditions if it meets with your approval. In any event you 
can be assured that as soon as we are able to quote a definite delivery, we shall 
advise you accordingly. 

We naturally wish to thank you for offering us this opportunity and ask that 
you bear with us for the time being. 

Very truly yours, 
Reyno.tps Metats Co., 
(Aluminum Sales Division), 
F, L. SARGEANT, 
Manager, New York Division. 


A. R. Purpy Co., Inc., 
L yndhurst, N. es October b, 1948. 
EASTERN Metau Propucts Co., 
Tuckahoe, N. Y. 
(Attention: Mr. Seymour Troy.) 

GENTLEMEN: We have your letter of September 24 at hand as regards to your 
requirements for aluminum ingot. Frankly, we would like very much to be able 
to assist you on this urgent requirement, but we do not handle any aluminum 
ingot whatsoever at the moment. 

The only allocation we have for aluminum is on a sheet basis and our source of 
supply, Permanente Metals, sells all aluminum ingot direct to the trade. 

It is my understanding that thei production of aluminum ingot is so much less 
than necessary to run their finishing mills at capacity, that they are not selling 
ingot directly to the trade at this time. 

We sympathize with your position and sincerely wish we could be of assistance 
and hope you can understand our inability to help you in this instance. 

Yours very truly, 
A. R. Purpy Co., Inc. 


RaupH W. SHaw, Jr., Vice President. 


Reynoitps Merats Co., 
New York, N. Y., August 4, 1950. 
Mr. Seymour Troy, 
Eastern Metals Products Co., 
Marbledale Road, Tuckahoe 7, N. Y. 

Dear Seymour: As you probably know, Mr. Sargeant and myself talked with 
Mr. Arnold Troy at our New York office last week. At that time Mr. Sargeant 
promised to do whatever he could to assist you on your ingot requirements ,and 
also promised to advise you regarding the outcome of these negotiations. 
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On July 31 Mr. Sargeant wrote Mr. Arnold Troy, informing him that our 
people were not in a position to ccept your order at the present time. I am, 
therefore, returning subject purchase order, that is, PO—-12300, to you. We 
sincerely regret that we cannot help you at the present time, but rest assured 
that we will keep you advised of any development if metal should become more 
available and will advise you at once on the subject change. 

May I add that we do appreciate your interest in our company and that we 
most sincerely hope that we can serve your needs as soon as possible. 

With kindest regards, 
ReEYNOLps Merats Co., 
(ALUMINUM Sates Divisron), 
A. D. Keuso, New York Division. 


Mr. Troy. In 1949, having had our experience with Kaiser in ’47, 
when they attempted to sell us, we bought. When metal got short, 
they withdrew. In 1948, when metal was short again, we contacted 
them and attempted to purchase on any terms they saw fit. They 
made no effort, no desire that they were at all interested in selling 
in 1948. 

The CHarrmMan. During that period that they refused to sell to 
you or made it difficult to sell to you, were they increasing their 
fabrications, themselves? 

Mr. Troy. Yes, sir; they were. I take the liberty of reading 
from the Minerals Yearbook for 1949 which starts in a sense—their 
program starts in 1948 but it is just recorded in the yearbook of 1949 
as to when it was actually completed and it says 

The CuarrMan. That book is issued by the Bureau of Mines, 
Department of the Interior? 

Mr. Troy. Yes, sir. It is printed by the United States Govern- 
ment Printing Office and issued by the Department of the Interior. 

Although no new production plants were operated during 1949 


The CHarrMAN. You are quoting now? 
Mr. Troy. I am quoting, sir, from the Minerals Yearbook: 


primary producers expanded and improved facilities and other phases of produc- 
tion. Kaiser entered the foil industry by installing German machinery at its 
redesigned California plant and also installed new rolling equipment in Trent- 
wood and new equipment in Newark, Ohio. 

The Alien Property Custodian had on sale in Germany a foil mill which was 
bid on by several independent companies in the United States including Kaiser, 
who outbid everybody in the field for this foil plant, the reby increasing his 
productive capacity in the finished product end and minimizing by ratio his 
productive capacity in the metal end. 

Further: 

Alcoa constructed a new plant at East St. Louis, for the production of fluoride 
chemicals; nearly completed a rod, wire, and cable mill at Vancouver, Wash.; and 
began full operation of its Davenport, Iowa, sheet and plate rolling mill. A 
large expansion program was begun at Listerhill, Ala., by Reynolds, to increase 
its capacity for producing foil, bar, rod, wire, and cable. 

In 1948 again we contacted the Reynolds Metals Co. and the same 
situation existed with Reynolds. On May 26, 1948, they replied: 

In reply to your inquiry of recent date we sincerely regret to advise we are not 
in a position to quote on your requirements at this time, as the present shortage 
of metal makes it impossible for us to offer deliveries. You can be assured, 
however, that as soon as conditions improve we shall advise you accordingly. 

We go on—July 31, 1950: 

Enjoyed talking with you Friday 

80861—51 
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this is written by Mr. Sargeant, manager of the New York division. 


Enjoyed talking with you Friday and wish to assure you we understand your 
pee entirely. When I arrived at the office this morning I received from our 
ouisville office an explanation of our allocation system. 


At that time they had told us that they felt, in view of past circum- 
stances and in view of past conditions and in view of our potential as a 
user, they were going to attempt to make deliveries, and then I re- 
ceived this letter. To go on: 

It is a definite policy of our management that we accept no orders from custom- 
ers who have not purchased from us in the past 6 months. They are going to 
adhere very strictly to this policy and will not allow the sales department to accept 
orders from any company that has not been on our sales book for the last 12 
months. " 

In other words, you had to go back to your birthday to get an alloca- 
tion with Reynolds. 

Allocation is to be based on purchases over the 6-month period from January 1, 
1950, to June 30, 1950. 

We regret very much that we cannot help you at the present time and feel that 
you should know now, and I am asking Mr. Kelso to return your purchase order 
to you. 

We will keep you advised of any developments, and if metal becomes more free 
we will advise you at once. 

Now, on August 4, as a result of a number of conversations, Mr. 
Kelso of the New York division wrote Mr. Seymour Troy, in charge of 
purchasing: 

As you probably know, Mr. Sargeant and myself talked with Mr. Arnold Troy 
of your New York office last week. At that time Mr. Sargeant promised to do 
whatever he could to assist you on your ingot requirements and also promised to 
advise you regarding the outcome of these negotiations. 

On July 31, Mr. Troy was written and informed that the Reynolds 
Metals Co. could not accept our order at the present time. 

Then he goes on to say how he is returning our orders, which letter 
is right here. 

The whole tenure of the situation was one where they would sell 
metal and you could place an order at a time when you could get metal 
but if the picture changed momentarily, you just didn’t get fulfillment 
of your order. 

About the time of the year—I would say around September of 
1950—Kaiser had a salesman visit us and said he would be willing to 
go into a contract with us as an independent, and as one of the chosen 
few. The contract was to be this kind of a thing. I have it here for 
the evidence. He was willing to have an independent sign up for a 
5-year period to take 50 percent of his requirements from Kaiser in 
return for which Kaiser would agree to deliver certain amounts of 
aluminum, and when I read this contract to you, if I may—it is just a 
page—you will see that Kaiser is delivering nothing but was trying to 
get the consumer to sign up to him on a basis of where he guaranteed 
no deliveries, guaranteed no price, and practically had you in slavery 
when you got through with him. The contract reads: 

Kaiser Aluminum & Chemical Corp., our parent company, proposes to con- 


struct additional aluminum reduction plants by which it wiil increase its primary 
aluminum capacity by 25,000,000 pounds per month. 
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Three hundred million pounds per year, he states. His whole allo- 
cation was 100,000 tons, or 200,000,000 pounds. 


A large amount of the preliminary work for the construction of these plants has 
already been completed. We estimate that the production from the new facilities 
will commence July 1951, and that capacity production of 25,000,000 pounds per 
month will be reached by July 1952. 

We propose to utilize a large proportion of the production of these facilities to 
supply the primary aluminum market. In order to make this possible, we propose 
to enter into 5-year contracts with our customers for the delivery of primary 
aluminum to them on a requirement basis. 

We therefore offer to sell you primary pig aluminum or ingot produced at the 
new plants under the following terms and conditions: 

\. Quantity: (1) You estimate your requirements for aluminum pig and ingot 
covering the next 5 years covering X pounds per month. (2) You agree to pur- 
chase 50 percent of your actual requirements from us and we agree to deliver a 
like amount. (3) Because of possible physical limitations we must of necessity 
limit our monthly maximum shipments and it is therefore agreed the maximum 
amount we are required to deliver in any month is so many pounds. 

B. Terms: Delivery shall commence upon commencement of production from 
the new facilities. 

Not from the old. He had to be supported by the Government in 
his new program before he would give you a pound of metal. 


(Continuation of B. Terms:) The contract shall continue for a period of 5 years 
from the date of the first delivery. 


It doesn’t state that couldn’t start in 1956. You had to wait until 
he made his first delivery. 
C. Price: Prevailing market price at the time of each delivery. 


That was Kaiser’s prevailing market price. It didn’t matter. If 
he had enough of these contracts signed up he could charge 22 cents, 
if there were no price controls and at this time there were no price 
controls even under consideration. Therefore, you were signing a 
contract where the price of a metal was wide open. 


D. Our deliveries are based upon the completion of new plants with an esti- 
mated capacity of 25,000,000 pounds per month. If for any reason plants of less 
capacity are constructed then the maximum monthly amount which we shall be 
obligated to deliver hereunder shall be in the same proportion of the maximum 
monthly quantities stated in paragraph A-3, as our actual monthly production 
from said facilities bears to 25,000,000 pounds per month. 


In other words, if he didn’t produce but half he didn’t have to 
deliver more than half. 


(D. continued:) Until such time as capacity production is reached, the 
maximum amount delivered to you each month shall likewise be proportioned. 
If, for any reason, none of the plants are completed, then this agreement shall 
terminate without obligation to either party. 


You are signing a contract that you agree to take a certain amount 
of metal when, as, and if he is ready, able, and willing to deliver and at 
the price he is willing to charge. 


E. This agreement is subject to our standard terms and conditions as set forth 
in our printed acknowledgement form, except that paragraph A-1 is deleted. 

Arrangements for constructing the additional plants are entering their final 
stages and when such arrangements are completed, we will advise you of the 
amount of the anticipated capacity of these plants. 

If this offer meets with your approval, will you kindly indicate your acceptance 
by signing and returning the enclosed copy of this letter. 

[End of letter contract.| 
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That was September of 1950. 

The CuarrmMan. That will be accepted in the record together with 
that correspondence. 

Mr. Wiuuts. Wasn’t that in accordance with the proviso that a 
certain portion of his production shall go to independent fabricators? 

Mr. Troy. Yes. 

Mr. Wiuuts. What is wrong with it? 

Mr. Troy. He was bludgeoning you into signing a contract without 
a price. You never knew whether he was going to charge you 2 cents 
more than the market of 4 cents more than the market because it 
was his price that established. 

If he had enough of these contracts, conceivably he could raise 
his price a cent or two a pound and not be concerned about competi- 
tion because you were then agreeing in effect to purchase 50 percent of 
your requirements from him for 5 years in the future without even 
stipulating the amount, for which in return he agreed to deliver what 
he theught he could do, at a time when he thought he could doit. And 
therefore you were signing something which was a one-way street. 

Mr. Wiuuts. The‘letter of intent from the Government simply 
mentions market price, as well as the letter of Kaiser to you, did 
it not? 

Mr. Troy. The market price established by the Government’s 
letter of intent is clearly defined to mean either the market price 
being the same in all cases, sir, or a weighted average between the 
three leading producers by tonnage. It specifically so states that 
where you have a differentiation in price that you must weight the 
price and get the average by virtue of the tonnages produced in 
rach case. 

That doesn’t apply here, sir. 

Mr. Wiius. Well, the contract which you just read there does not 
say Kaiser’s market price, it says “market price” as I understand it. 

Mr. Troy. We checked that sir, and I made specific mention of 
the fact that that was indicated to us by Kaiser’s representative, that 
it would be his going price. He did not refer to Alecoa’s. You had 
no say in the price of it. It was the price that he determined to be 
his market price at the time of delivery. 

Mr. Wits. When a contract says, ‘‘I will deliver to you on the 
basis of market price,” that has a significance in law and jurispru- 
dence. That doesn’t mean, ‘At any price I wish to sell.” 

Mr. Troy. That was the understanding we had with him. We 
discussed that phase with him and that is why I mentioned it. That 
appeared curious to us. We raised the issue and said, “How will we 
determine this market price?” He said, “‘It will be our going price, 
the price which we are going to charge at that time, our market price.”’ 

Mr. Wiuuts. Couldn’t that be the same market price tied onto the 
formula which you have described, applicable between Kaiser and the 
Government? 

Mr. Troy. It could be, sir, but not necessarily. That is the differ- 
ence. 

Mr. Wiiuts. That is the thing you should confirm in writing and 
see what it means. 

Mr. Troy. They wouldn’t confirm that part of it, sir. That is 
the part of it we couldn’t get across to them. We could only get a 
contract which would give us an open-end price, which is just what 
this was. 











-alnce lisa ence aaa 


Late 


abe ee 


it 
LS 


it 


id 


1e 
1e 


% 
ee 
$ 
i 





ro 


CRC PE 


| te pe th 


Sete 


STUDY OF MONOPOLY POWER 325 


Mr. Wiuuts. During the period of time when you say that you 
could not get any supply from Kaiser or Reynolds or both, did I 
understand you to say that they were supplying their own subsidiary 
fabricators? Is that your complaint? 

Mr. Troy. I would not call them subsidiary, I would say “divi- 
sions” or “plants.” I do not know whether they had these subsidiary 
companies. They do have in some cases, sir, but I did not refer to 
that. 

Mr. Wiiuts. Do you know whether there was any provision in the 
Government sales contract which provided that a certain amount of 
output should go to independents, such as yourselves? In other 
words, do you contend that aside from being unfair, that they violated 
the contract which they had with the Government? 

Mr. Troy. No, sir, there is absolutely no violation on their part in 
their contracts with the Government. The intent was clear, how- 
ever it was never incorporated into the contracts. That very 
question was discussed and the legal bodies could not see their way 
clear of incorporating into a lease or a sales contract, a stipulation to 
the effect that they were to do thus and so. 

As a matter of fact, the whole aspect of the thing circumvented the 
theory that Kaiser and Reynolds would do anything but compete 
with Aleoa and therefore they wanted to give as much of a free hand 
as possible to do that, to strengthen their financial position, and help 
the small, independent fabricator, and do so by their being a free 
agent and competing with Alcoa. 

The only stipulation that ever came about as to what one of these 
companies had to, had to do with the alumina plant in Hurricane 
Creek, Ark. At thie time there were only two Government-owned 
alumina plants, Hurricane Creek with a capacity of 1.5 billion pounds 
and Baton Rouge with 1,000,000,000 pounds of capacity. Reynolds 
owned its alumina plant, Listerhill, with Alcoa owning in East St. 
Louis and Mobile, Ala. 

Now there are a number of Government-owned reduction mills or 
there were at the time, that were dependent on these two alumina 
plants for their sources of supply if they got into the hands of other 
reduction mill operators. Therefore, we worked it out. I had a hand 
in this. We worked it out to the extent that they incorporated in 
the lease contract with Reynolds a formula for the sale of alumina 
there was an enormous excess capacity, incidentally—to any company 
that would get into the reduction mill business via one of these other 
Government-owned plants. In connection with this, when we at- 
tempted to purchase alumina under the formula, April 26, 1949, in 
our attempt to open the Burlington, N. J., reduction mill, we wrote 
Reynolds, knowing that this clause existed in their contract of lease 
with the Government, on the Hurricane Creek plant and they 
responded. ‘They finally turned us down on the sale of the material 
and here’s how they did it: 

Dear Mr. Troy: We have considered your letter of April 13 inquiring whether 
we would be interested in supplying carbon rods and alumina in the event that 
you leased the Burlington aluminum reduction plant. 

With respect to carbon rods, we regret to advise vou that we have no surplus 
production. We are presently using all of our carbon facilities at both of the 
plants which produce carbons. 

With respect to alumina, we will comply with the terms of the contract under 
which we are leasing the Hurricane Creek alumina plant from the Government. 
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Section 27 of that lease, which would become ineffective when the plant is pur- 
chased and paid for, provides as follows: 

‘27. Lessee agrees to sell, f. o. b. plant, alumina produced on the leased premises 
in excess of lessee’s own requirements, including those of its subsidiary and affili- 
ated companies, to producers of aluminum pig or ingot in reduction plants con- 
structed by the Government who have insufficient alumina production capacity 
of their own or under lease from the Government, at cost plus a profit allowance of 
6 percent, but in any case not over $40 per short ton, except in the event that the 
average hourly labor rate of those workers paid by the hour should exceed an 
amount later to be agreed upon by lessor and lessee—the amount so agreed upon 
to represent such average hourly labor rate prevailing during the second quarter 
of 1945—then such minimum price shall be increased proportionately. It is 
agreed that in establishing the total cost of producing alumina there shall be 
calculated the direct plant costs—not including interest on working capital— 
and adding thereto 4 percent thereof to represent all general overhead.”’ 

We wish to thank you for your inquiry and assure you of our desire to cooperate 
within the limits expressed above. 

Shortly thereafter that plant was purchased, the clause was elimi- 
nated from the purchase deal, and no alumina was for sale by Reynolds. 

Mr. Wituts. Have they complied with their contractual obligation? 

Mr. Troy. They have violated the spirit. 

Mr. Wiuis. I do not say they were fair or unfair. I just want to 
know if Kaiser or Reynolds violated their contract with the Govern- 
ment or with you. That is all. 

Mr. Troy. No, sir. 

The CHarrMan. In other words, the Government wanted to do 
everything in its power at that time to help Kaiser and Reynolds 
because they wished to break up the monopoly power of Alcoa. 
Now you have the situation where you have oligopoly instead of 
monopoly. I think the Government ought to do everything within 
its power, reasonably at least, to aid independents so that they can 
be free of the voke of this oligopoly. 

Mr. Troy. 1 believe that is well put, sir. 

Mr. Wits. I say at the time they negotiated for the plants they 
were advocating the position you now speak of. 

Mr. Troy. That is right. 

Mr. Wiiuts. When they actually got in the saddle they became as 
bad as Aleoa. That is your testimony? 

Mr. Troy. I think we could say worse, sir. 

We have on a number of occasions attempted to purchase metal from 
both Reynolds and Kaiser, without results, at the time these companies 
were refusing shipments of metal to the independent they were step- 
ping up their own fabrication facilities. Alecoa,was doing the same 
thing but not to the same extent. Alcoa, in the original hearings of 
the Senate Small Business Committee pointed out that they felt that 
they shou!d do all of the semifabricating and just allow small industry 
to do some of the finishing work. This situation was to have been 
corrected. It has to an extent, but not enough. 

I have here a publication put out by the Aluminum Co. of America 
This was put out back in 1945, I believe, in which it shows Mr. L. W. 
Wilson, who will undoubtedly testify here next week sometime, in 
which he pointed out to the Senate Small Business Committee, then 
studying this problem: 

Mr. Wilson pointed out that the activities in the aluminum industry may be 
generally classified under six headings: (1) the mining of the ore; (2) the production 
of alumina; (3) the smelting of aluminum; (4) the semifabrication of aluminum ; 
(5) the manufacture of finished aluminum products; (6) the marketing of alumi- 
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num. The first four of these activities are mass production jobs and can be done 
most economically by an integrated company that has been made possible through 
large investments. 


Now remember, 1, 2, 3, and 4 takes us though the semifabrication of 
aluminum. 

Mr. Wilson does not believe then that anybody but the Aluminum 
Co. of America or somebody with $100,000,000 investment should 
get into the extrusion, die casting, or foundry work of aluminum. 
That is absolutely the direct antithesis to everything we have in a free 
enterprise government because today, in terms of dollars, the full 
fabrication of metal, or the semifabrication of the metal is perfectly 
feasible and probable and possible on a small scale. 

The CuarrmMan. In other words, Mr. Wilson would put out of 
business all the fabricators and semifabricators? 

Mr. Troy. According to that statement. 

The CHarrMAN. Do you offer that in evidence? 

Mr. Troy. Yes, sir, if I may. 

The CuarrMan. It will appear in the record at this point. 

(The document referred to follows:) 


More Joss ror More PEoprie 


“The aluminum industry can contribute most to the social welfare and eco- 
nomic well-being of the country when it can furnish small business enterprises 
with their raw material, in this case semifabricated aluminum, at a price that 
passes on to small business men the economies that result from mass production 
by an integrated aluminum industry.” 

So said I. W. Wilson, vice president in charge of operations, Aluminum Co. of 
America, when he recently appeared before the Senate Special Committee 
Surveying Problems of Small Business Enterprises. 

Mr. Wilson pointed out that the activities in the aluminum industry may be 
generally classified under six headings: (1) the mining of the ore; (2) the pro- 
duction of alumina; (3) the smelting of aluminum; (4) the semifabrication of 
aluminum; (5) the manufacture of finished aluminum products; (6) the market- 
ing of aluminum. The first four of these activities are mass production jobs and 
can be done most economically by an integrated company that has been made 
possible through large investments. 

“In this respect,’”? Mr. Wilson said, ‘“‘the aluminum industry is the same as the 
steel, copper, nickel and other basic metal industries.”” He continued, ‘‘Take for 
instance the steel industry. Small business enterprises can manufacture steel 
watch springs, needles, scissors, chisels, etc., on a profitable basis and at cheap 
prices, largely because the mining of the iron ore, its smelting and semifabrication 
have been done by a big steel company as a part of an integrated operation on a 
mass production basis made possible by enormous capital outlays. The cheaper 
the finished articles can be made, the greater the social gains—more people can 
use them and more employment is provided in their manufacture.” 

With the aid of a display of hundreds of actual samples of manufactured 
aluminum articles, ranging from dice to automotive truck wheels, Mr. Wilson 
outlined an encouraging prospect for small manufacturers. In addition, he pre- 
sented the committee with a list of nearly 2,000 articles in which he said alu- 
minum could be used, adding that the far greater portion of them could be made 
by smal] business enterprises. 


Mr. Troy. To point up the treachery of the situation not only do 
Kaiser, Reynolds, and Alcoa refuse to sell prime metal in any real 
quantities, but they are competitors of the smaller independent in the 
purchase of secondary materials and imports, two other possible 
sources os supply for the independent. 

Not only do they not supply him but they are actively engaged in 
taking the metal away to which he has access. 

In 1946, ’47, and ’48, Kaiser, Reynolds, and Alcoa depleted the 
Government reserve of metal to the tune of 375,000,000 pounds of 
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metal at about 124% to 13 cents per pound. The replacement today of 
that self-same metal will cost the Government about 5 cents per pound 
more than it received or about $18,500,000. 

I think that by and large, to the best of my recollection, Alcoa got 
very little of that. I think the bulk went to Kaiser and Reynolds. 
Now we tried to buy a considerable amount of that metal. 

The CuHatrmMan. Pardon me. That is the metal the Government 
bought from Alcan, is it not? 

Mr. Troy. That is the metal remaining in the metal treasury at the 
end of the war that was held by the Metals Reserve Company, a sub- 
sidiary organization of the RFC. 

The CuHarrMan. In other words, that was part of the stockpile, I 
suppose, during the last war? 

Mr. Troy. Yes, sir. 

The CuHatrMan. And the Government wanted to dispose of it? 

Mr. Troy. They did not want to dispose of it. I wouldn’t put it 
that way. They were called upon, because of a general shortage con- 
dition, by Kaiser and Reynolds, who influenced the sale. 

The CuarrmMan. What did the Government pay for it? 

Mr. Troy. I believe, sir, the Government must have paid Canada 
between 18 and 19 cents a pound according to the Shipshaw contract 
deal because that is where the metal came from. 

The Cuatrman. How much did they sell it to Kaiser and Reynolds 
for? 

Mr. Troy. To the best of my knowledge and recollection at the 
time, it came to 12.5 and 13 cents. 

The CuarrMan. In other words, the Government took that loss in 
order to give Kaiser and Reynolds a supply of primary metal which 
was in short supply at that time. 

Mr. Troy. That is right, sir. 

The CuHarrmMan. And despite that, would you say the fabricators 
again got the dirty end of the stick? 

Mr. Troy. The fact of the matter was, sir, I came to Washington at 
the time and tried to purchase some of that metal. We did not need 
an awful lot. A couple million pounds would have sufficed. We 
tried to purchase that from the Metals Reserve Company and were 
told it was being sold in wholesale lots to Kaiser, Reynolds, and Alcoa 
for redistribution to the independent. 

The CHarrMan. Was any redistributed to the independents? 

Mr. Troy. I would say “‘No,”’ sir. 

Now, in 1950, in checking back on the matter, August 31, 1950, I 
wrote to the Reconstruction Finance Corporation regarding this trans- 
action. The records have disappeared to the extent that they have 
gone to either the Archives or some other agency, but LI would like 
to read the letter for you if I may, from the Reconstruction Finance 
Corporation regarding this transaction. It says: 

GENTLEMEN: Your letter of August 28, 1950, addressed to the Metals Reserve 
Board, Washington, D. C., has been received by the undersigned. 

This is a letter from the Reconstruction Finance Corporation ad- 
dressed to me at the Eastern Metal Products Co., Tuckahoe, N. Y.: 

Your letter states that according to the information at your disposal, the 
Metals Reserve Board sold aluminum to Kaiser, Reynolds, and Alcoa during the 
years 1946, 1947, and 1948 and request detailed information on sales by years 
to the above companies. Your Mr. Troy calls by telephone on August 29, 1950, 
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with regard to the above. As we advised Mr. Troy, Metals Reserve Company, 
wartime subsidiary of Reconstruction Finance C orporation, was dissolved some 
time ago and the files and records of such company were for the most part put 
in dead storage and that we are not ina —s to compile the = ailed informa- 
tion requested by you. We advised Mr. Troy that substantial sales of aluminum 
were made to the three companies mentioned in vour letter of August 28 and all 
such sales were made only after receipt by us of allocation of such material by 
the War Production Board or its successor agency and were priced at OPA ceiling 
prices while such prices were in effect and after that at the current market prices 
during the period the sales were made. 

It. was suggested to Mr. Troy that he contact the Office of Domestic Commerce, 
Department of Commerce, who might have available the tonnages allocated to 
the three companies. 

The CuatrMan. In other words, to recapitulate here, after the war, 
the Government attempted through the Metals Reserve Company to 
sell its supply of primary aluminum, and it sold all of that primary 
supply that it had on hand to Alcoa, Kaiser, and Reynolds, with the 
understanding that those three companies would, to some extent, re- 
distribute that primary metal to-concerns like yourselves. 

Mr. Troy. That is right, sir. 

The Cuarrman. And that that sale was at a loss to the Government 
of about 5 cents a pound. 

Mr. Troy. That is right, sir. 

The CHarrMan. And nonetheless after the sale, these three com- 
panies, who are your only suppliers of metal 

Mr. Troy. That is right, sir. 

The CuarrmMan. And who are the only suppliers of all the other 
semifabricators and extruders and final fabricators, refused or did not 
redistribute that metal in any degree to any of these extruders and 
semifabricators and fabricators and so forth? 

Mr. Troy. | think that is a very fair and honest statement, sir. 
I agree with it wholeheartedly. They did not. 

Mr. Roprno. Is that the case with yourself only or is that true with 
other fabricators? 

Mr. Troy. My information comes from meetings with other 
fabricators. I cannot inspect their books or Alcoa, Kaiser, or Reyn- 
olds books but that is the information that has been passed on to me. 
I believe it is worthy of introspection. 

The CuarrMan. When did you make an offer to purchase some of 
that metal which went to Alcoa, Kaiser, and Reynolds? 

Mr. Troy. In the beginning of 1948, and I believe at the end of 1947. 

The ¢ Cu. AIRMAN, And you were turned down by the Metals Reserve 
Company? 

Mr. Troy. We were told by the Metals Reserve Company that 
they were dealing with only three major distributors in the United 
States of prime metal. That they had no facilities for letting’ the 
material out on a bid basis and that they had concluded in their own 
minds that the best way of disposing of that metal and distributing 
it through the proper channels in the United States was to give it to 
the three prime makers and let them redistribute it, and that they 
were not dealing with any independents, sir. 

Mr. Bryson. And you were prepared to purchase as much as a 
million pounds? 

Mr. Troy. Yes. 

The CuarrmMan. Did you offer the same price these other companies 
offered? 
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Mr. Troy. Yes, sir. 

Mr. Bryson. What did the three companies do with the metals? 

Mr. Troy. They used them in their own fabricating facilities. 

Mr. Bryson. Do you know whether they sold any abroad or not? 

Mr. Troy. I would not think so, sir, because the market at home 
was so strong and their own facilities were so hungry for metal that 
there would be no point to it. I doubt that. 

Mr. Ropino. You did attempt to negotiate with them for the 
purchase of these metals? 

Mr. Troy. These three companies? 

Mr. Roprno. Yes. 

Mr. Troy. We attempted to purchase from them in a general way. 
We were turned down more or less cold on all accounts whether it be 
this or any metal. 

Mr. Ropino. Nevertheless, you were advised by the Metals 
Reserve Company or Board that it was for general redistribution. 

Mr. Troy. Absolutely. They said it was their distinct under- 
standing in their dealings with these three companies that that was 
to be redistributed at least to a major extent. I don’t believe that 
they intended it for 100 percent redistribution, I don’t think that, 
but it was for the purpose, by and large, for redistribution. 

Mr. Ronpino. Were you a regular customer of them? 

Mr. Troy. Yes. 

The CuarrMan. Did you take that up with Jesse Jones, head of the 
Metals Reserve Company? 

Mr. Troy. No, sir; we did not. 

The Cuarrman. Who was responsible for this policy, if you know, 
whereby the Metals Reserve Company disposed of the entire lot of 
this primary aluminum to these three corporations? 

Mr. Troy. It states in this letter: 

All such sales were made only after receipt by us of allocation of such material 
by War Production Board and its successor agencies— 
whoever they may be. I believe the War Production Board was no 
longer in existence in 1947 and 1948. I believe they went out of 
existence somewhere in 1946 or earlier. There was a successor agency, 
and I do not know to this day what that is. They said they were 
priced at OPA ceilings, which were very low at the time, and while 
such prices were in effect, and after that, the current market price. 

I do not know, sir, to be exact, who directed the sale of this material. 
I was informed at the time, however, that the Metals Reserve Board 
in their own mind and their own jurisdiction had made their decision 
and we could not buy metal no matter what price we paid for it. 
We inquired, as a matter of fact, whether they considered putting it 
up for bid as the Government should do in a case of this kind. 

The Cuarrman. When the Metals Reserve Corporation turned you 
down, they said, “If you want some of this metal you can get it from 
one of the three companies and therefore it is not necessary for us to 
sell you any?” 

Mr. Troy. That is right, sir. 

Mr. Hiiurnes. There has been a certain amount of public question 
of the ability of certain companies to obtain RFC loans from the 
Sete, and the failure of some other companies to obtain these 
oans. 
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Do you believe there was any possible collusion between Govern- 
ment officials and, say, Kaiser and Reynolds in obtaining this metal 
and possibly obtaining some of their financing from the Governnient 
to get started in this aluminum production field? 

Mr. Troy. I doubt if there was a collusive effort involved here, 
but rather a lackadaisical one on the part of the Government in taking 
the easiest road to get rid of the metal. I believe that they fully 
felt when they turned this metal over to these three companies it 
would be handled in the manner that they had been told it would 
be handled. I think that they felt that by taking the metal and 
turning it over to Kaiser, Alcoa, and Reynolds, who already had the 
distribution, rather than going and parceling them out, 375,000,000 
pounds is a lot of metal—parceling them out in lots of 1,000,000 
pounds, bidding on 1,000,000 pounds or 2,000,000 pounds or 5,000,000 
pounds or parcels of lesser lots, they would run into a program of dis- 
tribution or sale which could become quite cumbersome. I believe 
that they felt that by offering this metal as they had in the case of the 
plants to Kaiser, Alcoa, and Reynolds—and I will say this, that in 
most cases the big bulk went to Kaiser and Reynolds. Alcoa profited 
very little by it because they were not being treated on the same basis 
as Kaiser and Reynolds and that they (the RFC) felt that Kaiser and 
Reynolds would be given a push in this competitive effort of theirs 
and in turn relied upon them to create that competition. 

The CHarrMAN. Would you say that the fabricating facilities of 
Kaiser and Reynolds directly benefited from this procedure designed 
to put them into the production field? 

Mr. Troy. There was no question about it. 

Mr. Hiuires. And that the fabricators benefited through their 
Government aid at the expense of the many thousands of small 
fabricating organizations throughout the country? 

Mr. Troy. There is no question about that, sir. 

Mr. Roptno. Mr. Troy, I have two other questions: When you 
attempted to negotiate with the Government or the Metals Reserve 
Company, for some of these metals at the same price they had been 
offered to Kaiser, Reynolds, and Alcoa, was it after it had been sold 
to these three companies, or during the time negotiations were going 
on with them, or prior? 

Mr. Troy. I would say when they were about 60 percent of the 
way through was when we learned about it. As a matter of fact 
there was no knowledge of this until there was a newspaper article 
regarding it. It hasn’t been publicized either by the Government or 
by the various companies. It first came to our knowledge through a 
newspaper clipping in which it stated that the Metals Reserve Board 
was now disposing of this metal. 

Mr. Roprno. In other words, the deal or negotiation or transaction 
with the Government was already under way? 5 

Mr. Troy. Not for the complete amount, sir. They had disposed 
of 60 percent of it, but there was still 40 percent which was consider- 
able. There was perhaps 150 or 160 million pounds involved, which 
was considerable and could have been sold to the interested inde- 
pendent fabricators as well as Kaiser, Alcoa, and Reynolds. I use 
ee word ‘‘Alcoa”’ in this case advisedly because Alcoa got very little 
of it. 
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Mr. Ropino. Did you make the offer at the same price that the 
Government was then setting? 

Mr. Troy. We made no offer, sir, in the sense that they were ac- 
cepting no offers. We discussed it with them, and they said they 
were accepting no offers from anyone other than the three major dis- 
tributors who were buying in chunks of 10, 15, or 20 million pound 
lots. 

Mr. Roprno. It seems as though a commitment had already been 
made? 

Mr. Troy. No, sir; it had not. They still had metal at the time. 
We checked that. There would be no point in following through 
had they dissipated all that material. 

Mr. Goopwin. For how long a period did you say this situation 
existed when the independent fabricators were hungry to get hold of 
it and they could not because Alcoa, Reynolds, and Kaiser would not 
distribute it, but had it on hand to distribute it if they had wanted to? 

Mr. Troy. I do not say they had it on hand. I think as fast as 
it came in they were using it in their own fabricating facilities. 

Mr. Ropino. They had it on hand to distribute? 

Mr. Troy. This is right. 

Mr. Ropino. About how many months was that? 

Mr. Troy. I would say that serious phase of the problem started 
toward the last quarter of 1947 and possibly through the first half of 
1948. 

Mr. Ropino. Then what caused it to break? 

Mr. Troy. It did not break in 1948. Asa matter of fact, the supply 
leveled off around February of 1949. In the meantime, by the middle 
of 1948, all of this metal had been consumed. The Government was 
out of metal by the middle of 1948. 

Mr. Bryson. Was that about the time Mr. Reynolds said something 
in the words of the gentleman from Louisiana, ‘‘Aluminum was run- 
ning out of his ears?” 

Mr. Troy. I think Mr. Reynolds meant in the period of 1949. I 
do believe also in part of 1950, the early part of 1950, before the 
Korean situation had come about. There was a period in early 1950 
when they were out looking for business. 

My own observation regarding that situation is that neither Kaiser 
nor Reynolds have learned to live in a buyer’s market—particularly 
in aluminum. 

What Mr. Reynolds undoubtedly had reference to were those periods 
in the course of supply and demand in aluminum what normally would 
be considered in the process of industrial flow as a “leveling-off period.” 

Late in 1947, partially due to a strong scrap situation in addition 
to the disposition of large quantities of Government-owned aluminum, 
sufficient base metal was available to all, and what in other metal 
industries would appear to be a thoroughly healthy condition, 
appeared here to some to be an oversupply. 

Kaiser, Reynolds, and Alcoa then pursued the market to sell basic 
metal. Naturally, Alcoa held a dominant position in the field and 
had years of favorable relationships behind them. Kaiser and 
Reynolds, therefore, found it necessary to do a “‘selling job’ to hard- 
headed businessmen. They (the hard-headed businessmen) wanted 
to be shown that these relative newcomers would be substantial 
sources of supply. We ourselves placed an order with Kaiser toward 
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the end of 1947. In view of the fact that they had not as yet estab- 
lished warehouse facilities in the East and since all of their aluminum 
was made in the Northwest they were severely handicapped in servic- 
ing an account buying less than car-load lots. We were buying only 
for trial purposes at the time—they had not as yet proved the quality 
of their metal. They were slow in making such arrangements. 

In 1948 when, due to an expanded growth in the demands of 
industry, shortages appeared, this condition was further aggravated 
by water shortages (normally used in their hydro plants) in the 
Northwest and in Canada causing mild cut-backs in general basic 
production. 

At that time (1948) Kaiser and Reynolds completely disregarded 
commitments and moral obligations in the way of supplving their 
customers with basic metal. Alcoa supplied metal on a limited 
allocation basis. 

The ‘‘independent” in this country, including our own company, 
becoming frantic, sought Canadian metal. The Aluminum Co. of 
Canada in spite of their own water shortages took on a considerable 
number of independent companies in this country as customers, 
including ourselves, and supplied the much-sought-after metal in good 
quantities at the same price (delivered, including tariff) as the Ameri- 
can producers. This in spite of the fact that other foreign countries 
had raised their prices to a point which reached as much as 10 to 15 
cents above our own market plus the then existing tariff (current) of 
2 cents. 

As a result, the “independent” having found a source of supply 
desirious of selling base metal and at the right price and considering 
them to be reliable decided to continue using that source of supply. 
As a matter of fact, Kaiser, Alcoa, and Reynolds found it expedient 
to purchase metal from Alcan. 

In early 1949 there appeared again a leveling-off period in aluminum 
and most “independents” still mindful of what took place in 1948 
when Kaiser and Reynolds completely withdrew from the basic 
market, recognized the lack of dependability in Kaiser and Reynolds 
as a continuing source of supply. They were “in-and-outers.”’ 
They, the “independents,”’ looked upon Alcan as a natural source of 
supply, as a source whose basic pig production was so much greater 
than their fabricating facilities. They also felt Alean was no com- 
petition to them in the semifabricating fields. As a result of this 
combination of circumstances there was an influx of Canadian metal 
which was called upon to meet the needs of the American “inde- 
pendent.” 

Kaiser and Reynolds were not getting as much of the independent’s 
business in 1949 and in early 1950. When they felt the pinch of their 
own shortsightedness, they appealed once again for Government help. 
In April of 1950 they filed with the United States Tariff Commission 
in an effort to have the Geneva trade agreements voided on aluminum 
and asked for an increased tariff. They believed that raising the tariff 
would stop Canadian imports from reaching the “independent” and 
thereby reduce their own competition in the semifabrication field and 
throw the independent back on their (Kaiser and Reynolds) tender 
mercies. We, the Eastern Metal Products Co., fought these attempts 
by Kaiser and Reynolds to make the “independent” pay for a bad 
situation which they themselves had created. 
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In 1950 both Kaiser and Reynolds approached the ‘‘independent”’ 
with promises of changed attitude and behavior and even went so far 
as to admit the imprudence of their previous policy (to me). Many 
companies succumbed to these promises. We ourselves in early June 
placed a small order with Kaiser upon receiving the very definite 
promise that the Kaiser organization recognized the errors of earlier 
days and would henceforth ship basic metal to us through good times 
and bad. As soon, however, as it appeared that there would be a gen- 
eral aluminum shortage they reverted to type and again backed away 
from their commitments. ‘Alcan in the meanwhile (based upon the 
promises that Reynolds and Kaiser once again made) had been losing 
ground here in the States. Once again, however, they came back to the 
“independent” with deliveries of metal. This at the then-going market 
price and when all other imported metal was selling at a premium. 
They (Alcan) would take quarterly contracts at a time when even 
Alcoa was shipping on a month-to-month basis leaving very little 
time for production planning. 

To this day Alcan is shipping metal to the “independents” on this 
basis. It is impossible for most “independents” to get any quantities 
of metal from Kaiser or Reynolds while Alcoa is, and has been for 6 
months, on a very limited month-to-month basis. 

It might be pointed out that if Kaiser and Reynolds had operated 
in a manner commensurate with good business they would not have 
had metal running “out of their ears.”” They should have been 
developing new outlets for aluminum and new facilities even in fields 
competitive to themselves if they really wanted continuing pig sales 
instead of discouraging same. 

During this general period Reynolds and Kaiser not only were selling 
very little metal but were actively engaged in buying up whatever 
they could get their hands on, domestic scrap as well as imports. As 
a matter of fact, the net difference of sales over purchases in Reynolds’ 
case was very little. In Kaiser’s case the actual figures will support 
the fact that the net difference lay in favor of purchases over sales. 
In other words, Kaiser bought even more than he sold. 

When Alcoa’s Davenport, Iowa, rolling mill was completed in 1948 
at a cost of around $75,000,000, it remained idle for ever so long since 
Alcoa at the time was shipping ‘base metal to the inde ~pendent instead 
of its own rolling mill. 

When Mr. Reynolds talks about the doubling of the aluminum 
industry as compared with the adding 10 to 15 percent to the pro- 
ductive capacity in the steel industry, he failed to make mention that 
we have been working with 100,000,000 tons of production in the 
steel industry as compared with a 750,000-ton aluminum industry— 
less than 1 percent by weight or a little over 2 percent by volume. 
The relative needs are far out of proportion to the productive capacity. 

Mr. 1. W. Wilson, himself, instead of viewing the productive capacity 
as being overabundant stated in 1948, and I quote: 

I am sure it is recognized by all who are in any way familiar with the aluminum 
industry that the present capacity for aluminum production in the United States 
of approximately 1,250,000,000 pounds per year is grossly inadequate. The true 
market requirements are somewhat confused due to the shortage and constantly 
increasing prices of competing metals and materials. However, it would seem 
that an estimate of requirements for normal domestic markets and normal exports 
for 1948 would probably be about 1,800,000,000 pounds. On a most conservative 
basis these requirements should grow to not less than 2,000,000,000 pounds for 
1952. 
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On the basis of these estimates the domestic aluminum industry is short 
550,000,000 pounds of production in 1948 and this shortage will increase to 
750,000,000 pounds in 1952. 

Mr. Bryson. There was a little confusion about what date that 
was? 

Mr. Troy. He had reference to the period from March 1949, to, I 
would say, about October 1949, and again from January 1950 to May 
or June of 1950. Those two periods. There was a time when it was 
easy to get aluminum. It was not an oversupply. 

May | go on, sir? 

The replacement today of that self-same metal will cost the Govern- 
ment about 5 cents per pound more than it received, or about $18.5 
million. When we as an independent producer tried to buy some, we 
were advised that the metal that was sold to Kaiser, Reynolds, and 
Aleoa would in turn be sold to the independent. I do not believe a 
pound of it ever reached the independent. 

[ would like to make the statement that over the years that we 
ourselves as well as a great many independent companies in the coun- 
try would be out of business today if it were not for the Aluminum 
Co. of Canada. They supplied most of us with metal when no com- 
panies in the United States would. They supplied us at prices equaling 
the price of producers in the United States and even went so far as 
to pay the 2 cents tariff on every pound they shipped in. 

In other words, the thing they did do under those circumstances 
was ship us metal at prices the same as that of the producers in this 
country, but we could not get it in this country. 

It is my understanding that Kaiser and Reynolds and Alcoa also 
purchased metal from Alcan. I believe that Alcoa shipped us 300 
million pounds of metal in 1950. I think Mr. Reynolds said it was 
240 million. ‘That is probably an error. 

Apparently Kaiser, Reynolds, and Alcoa are determined to expand 
their basic production to meet their ever-increasing fabrication needs. 

Kaiser, Reynolds, and Alcoa are continually expanding their fabri- 
cating operation where the major profits lie. 

In this business in aluminum the price of the base material has 
been depressed to a point where your real profits lie in the semifabri- 
cation or full fabrication of the material. 

Since the end of the war, other than the plants they obtained at 
excellent value from the Government there has been no real expansion 
in this country in the basic production end. Alcoa’s replacement 
plant at Texas and a few additional pot lines here and there was its 
sum total. 

In 1949 Reynolds even reduced their basic production by shutting 
down pot lines. Whether it was due to a desire to create a scarcity 
condition in the industry will actually never be known. I raised the 
issue, when it came before the Reciprocity Commission in October 
1950. When we here in this country were starving for metal, he 
(Reynolds) and Kaiser in a collusive effort had the audacity to come 
before the committee and attempt to get them to raise tariffs so that 
we, the independents would have to pay more for our metal than we 
were already paying. 

But getting back to this deed of shutting down his pots at a time 
when there was a lull in the production and when every good producer 
should be inventorying metals to level off the peaks and valleys and 
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take a little of the good with the bad, he actually shut his pot lines 
down. I charged him with shortsightedness in a problem of produc- 
ing only when he could sell every pound of what he could make, and 
not being concerned with the possibility of a peak or a valley for the 
future. 

Now, gentlemen, I am sure you are familiar enough with industry 
and business in general to know that there are those peaks and valleys 
in business and you don’t stop producing because somebody just 
happens to cancel an order. 

Mr. Bryson. That principle applies to business other than the 
aluminum business. 

Mr. Wiuurs. Are you not talking a little bit about hindsight, 
there? You say they should anticipate peaks and valleys. For a 
time, you say aluminum was plentiful. You could get all you wanted 
and they were begging for business. Well, is it not pitiful that you 
did not have the foresight to stock up at that time? 

Mr. Troy. We do so within the limits of our capacity, sir. 

Mr. Wiuuts. You lay the blame always on the producer. When 
for a certain period of time aluminum was very plentiful and you 
could have gotten all you wanted. It may be from all I can gather 
from your testimony, that in the peak period the metal that was 
available was some of that RFC surplus that you talked about pre- 
viously. So you fabricators should take advantage of such situations 
and look into the future and stock yourself up when there is a period 
of plenty. 

Mr. Troy. We do that, sir. We personally do that. I am sure that 
most other good companies do that, too, sir. You can only do it 
within limits, however. 

Mr. Hiturnes. There isn’t any one company who would have a 
chance to do any stockpiling today? 

Mr. Troy. That is right. Under today’s conditions it is illegal to 
do so. You are only allowed a 60- day stockpiling program for. your 
own production needs within the limitations of the allocation system. 
You have to divest yourself of any inventories which go beyond that. 
In ordinary times, every good manufacturer figures his peaks for the 
year and prepares against them. But the fact of the matter is that 
there is no such thing in the aluminum business as not producing 
today and producing tomorrow because of the nature of the business. 
Your electric energy runs 24 hours a day, your pots run 24 hours a 
day every day of the year. The minute you shut down, you have a cost 
load which is exorbitant to the production. It is unlike other types of 
manufacture in that respect, sir. If you send your employees home, 
in some other type of business, and shut your plant down and stop 
utilizing the materials that you have, your overhead goes on, but 
nothing else does. But not in the aluminum industry. When you 
stop making aluminum, you have to reline your pots and it is a 
complete rehabilitation program. The only way you can last in 
that business, and the only way you can be economical and efficient 
is to maintain a current and a full operation as possible. Mr. Rey- 
nolds knows that as well as anyone. 

Now his answer was to that question as to why he had shut down 
his operation for a period of time and not anticipating those peaks 
and valleys: 

It was not a case of being short-sighted—it was a case of being short money. 
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He knew the metals were going to be needed. He knew there was 
going to be a difficult period. Reynolds shut down a number of pot 
lines in 1947 and reopened in March 1948. In 1948 a terrific shortage 
ensued. This is just one of many instances indicating the lack of real 
responsibility on the part of the Big Three toward the independent 
and the community at large 

In order to further their grip on the industry and even though it 
meant ruin to the independent both Kaiser and Reynolds as late as 
October 1950, were attempting to get import tariffs on the aluminum 
raised. At that time we contacted a number of Senaiors regarding 
getting the tariff on aluminum eliminated. We were purchasing metal 
from Italy, Switzerland, Norway, France, with prices ranging any- 
where from 5 to 10 cents above home production prices in addition to 
which we were called upon to pay a 2-cent tariff. 

By virtue of the fact that there was fast approaching a shortage in 
aluminum we felt the least the Government could do to reduce this 
inflationary trend is to eliminate the 2 cents tariff which in itself 
meant nothing to the Government insofar as income was concerned, 
but had the damning effect of raising the price of metal at a time when 
everybody was trying to hold the price line. 

Herbert Lehman agreed to it. Senator Ives agreed to it. Senator 
Walter F. George agreed to it and they all felt at that time that 
tariff on a metal was of an inflationary character and so stated in 
these letters. 

(Letters from Senators Lehman, George, and Ives are as follows:) 

UNITED StaTEs SENATE, 
August 23, 1950. 
Mr. ARNoLpD Troy, 
Eastern Metal Products Co., Tuckahoe 7, N. Y. 

DearR Mr. Troy: This will acknowledge your communication of the 16th in 
which you have been good enough to enclose for my information a self-explanatory 
communication addressed to Senator Walter George. 

I have read with interest your letter to Senator George, and I believe that your 
views are sound and that the proposal has merit. As you no doubt know, legis- 
lation with respect to scrap metal and tariff suspension is presently before the 
Senate and amendments are pending which would continue the suspension of the 
tariff with respect to copper. 

You may be sure that this matter will have my sincere consideration. 

Sincerely yours, 
Invinc M. Ives. 


UNITED STATES SENATE, 
Auqust 28, 1950. 
Mr. ARNoLp Troy, 
Eastern Metal Products Co., Tuckahoe 7. N. y. 

Dear Mr. Troy: Thank you for your letter of August 16 with attached copy 
of letter addressed to Senator George, regarding the need of continuing the 
suspension of duties on copper and scrap material. 

I agree with you that the present demand for these materials warrants this 
action, and I was hopeful that the Senate would take action on this matter last 
eek. However, the Senate has passed over this bill whi 

scrap metal, as well as the McMahon amendment to t 
suspend taxes on imported copper. 

Because I feel strongly that this matter warrants the earliest possible idera- 

n, I have written a letter to Democratic Majority Leader Scott Lucas, urging 

n to call the bill up as soon as possible. A copy of this letter is enclosed for 

uur information. 

Yours very sincerely, 


would suspend duties 
} 
i 


e bill, which would 
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UNITED Srates SENATE, 
August 25, 1950. 
Mr. ARNOLD Troy, 
Eastern Metal Products Co., Tuckahoe 7, N. Y. 

Dear Mr. Troy: Thank you very much for your letter of August 16. 

As you probably know, the Senate Committee on Finance has favorably reported 
to the Senate H. R. 5327, a bill to continue until the close of June 30, 1951, the 
suspension of import duty on metal scrap. Aluminum scrap is, of course, one of 
the nonferrous metal scraps affected by this measure. I am very hopeful that 
the bill will be approved by the end of the Kighty-first Congress. 

For your further information, I am enclosing a copy of the committee report 
on the bill. 

With very best regards, I am, 

Sincerely yours, 
WaLrerR F, GEeorGE, Chairman. 


Now at the same time in October when they were still appearing 
before these committees to try to get the tariff raised—incidentally, 
they, Kaiser and Reynolds, appeared together—they asked for the 
same amount of tariff increase. Their testimony referred to similar 
figures and other things and it appeared the testimony was written 
by the same people. However, Mr. Bent, secretary to the United 
States Tariff Commission, in reviewing the situation denied this appli- 


cation to the escape clause through which President Truman has the 
right to increase tariff rates. This was on November 21, 1950. 

In the meantime, conditions in the aluminum market were rapidly 
changing. Since June 1950, the expending national defense program 
has increased greatly the already large demand for aluminum. That 
was their finding, the finding of the Tariff Commission—that there 
has been a large demand since June. Yet we find in October 1950 
Kaiser and Reynolds coming before the Committee for Reciprocity 
Information, and before the United States Tariff Commission and 
yressing the issue as to why a tariff on aluminum should be increased. 
The Tariff Commission’s Mr. Bent continued: 

The increase in demand has in fact been so great as t 
in the supply of aluminum, a shortage which is likely to persist for an ing 
period. So long as these conditions continue, there will be need for all the a 
minum which can be obtained from any source, and imports from Canada 
not be injurious to any segment of the domestic aluminum ind ' 

In view of the situation outlined above, the C issi 
applications for investigation under t 
semimanufactured aluminum, without 
applications under the conditions whicl 


. 
Oo create a severe short: 


} 


ie! 


were filed. 

In other words, the Commission found that sine here w 
such a terrific shortage that there was no <i for a tarul increase, 
that they denied the application without even an investigation it 
was so obvious. 

Here in October 1950, both Kaiser and Reynolds come into t 
hearing and ask for a 2-cent tariff increase and 3 cents on fabricated 
products. 

In a collusive effort, which in my opinion violated the very spirit 
of our whole conception of antitrustism, both Kaiser and Reynolds 
appeared before the CRI and pleaded for higher tariffs. Mr. Wyat, 
at page 399, made the statement as follows: 


We submit that national defense requires more domestic, more United States 
capacity, and therefore, a higher rate of duty. 
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He also stated: 

* * * and I submit, therefore, that it would implement a well-established 
national policy that there should be a nonmonopoly aluminum industry in this 
country. 

He comes in with unclean hands saying they need a higher rate of 
duty to protect the monopoly in the United States. This at a time 
when the independent was paying more than he should for imported 
and domestic metal and even then couldn’t get it. Reynolds’ and 
Kaiser’s costs would not have been increased but everyone else’s 
cost would have, including the American consumer, adding to the 
inflationary problems of the country. 

When the Korean situation arose in June 1950, and it appeared 
that metal would be short, the Reynolds Metals Co. jumped the gun 
and raised prices l cent per pound without hs ving had any iIncreasi 
in cost whatsoever. 

This news article from Light Metal Age of August 1950 reads as 
follows: 


Reynolds Metals Co. announced a general increase in the price its alur 
products, ranging from 1 cent per pound on pig and ingot to 2 cents per pound 
on cable and roofing sheet. 

David P. Reynolds, vice president in charge of sales, explained that the con- 
tinued increase in costs has made it necessary to make the adjustment. ‘The 
base price of aluminum is still 12:5 percent below prewar levels,’ Mr. Reynol 
added, “while the prices of other metals and materials have more than doubled 

This increase was rescinded within 24 hours in answer to a plea 


made by President Truman to hold the line. | Ai 
have both operated under Alcoa’s price umbrella at all times. They 
have never sold their metal for less. 

Can we, in the face of actions of this kind, trust our aluminum 
future to these people? Kaiser, too, has his record of operations 
along similar lines. Note his recor in steel. When the Recon- 
struction Finance Corporation refused to reduce its loan to him by 
nillions of dollars to which he was not entitled, he blackiacked the 


» 1} } _ 
Lvevnoids and | el 


| 
i 
} 
i 


t 
I 
} 


West into a price rise and I read you this news item regarding it. 
This is taken from the American Metal Market of August 17, 1948: 
The recent announcement by the Kaiser Co., Ine., that it ould r 
shed steel prices at its Fontana, Calif ill an average of S30 t ler 

ablish the mill as ‘‘a competitive capital structur I 
federal loans, on first glance may suggest a new concept in the pricing of com- 
; 

cond thought, the move mav have more to it than appgars on t surface 

\ ej ination of the situation mav prove to be pertinent 
The Kaiser action, described as necessary to enable th ympany to liquidate 
100 cents on the dollar’ its indebtedness « 100 millior to th R ) truction 
I ance Corporati ym which the concer borrowed to expand wartime utput 
s about a vear after Kaiser sought to get a reduction in the loan. The RFC 


d the co npany’s request last year for a reduction of $85 million in the loan 
rom Kaiser's point of view, the Fontana mill is ‘burdened with a Government 
t seriously out of line with other war-built plants which were sold as low as 


20 cents on the dollar.” 

At a time when the Fontana mill was operating at full blast, steel 
was in terrific demand, and you could get anything you wanted for 
steel, which he apparently did. 

The company has further asserted that when the “excessive wartime govern- 
nent cost has been absorbed, permitting refinancing as a private enterprise, then 

Kaiser steel customers will have the value of lower-priced steel and of a great, 
competitive steel plant at Fontana.” 
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Though it may be agreed that the Fontana steel plant was built at “excessive 
wartime Government cost,” the question rightly may be raised as to whether 
Kaiser interests undertook the Fontana project in good faith or if it gambled on 
a postwar write-down in its heavy Government loan. The plant is said to have 
cost around $123 million, and by today’s standards probably would cost much 
more than that--if materials were available. Thus it appears on the surface 
that the Kaiser interests, in seeking a reduction in the loan from the Government, 
would presume to have the Government set a precedent on war-plant indebted- 
ness. All other beneficiaries of wartime loans from the Government wouhl have 
swarmed all over Washington if the Kaiser loan had been reduced. 

The article goes on et cetera, et cetera. 

The Cuairman. Rather than belaboring the record with your 
reading of all those things, I suggest you go on from your statement. 
When you want to interpolate something from your exhibits, give 
the conclusion of your exhibit or the conclusion you draw from reading 
the exhibit and you have the right to put that exhibit in the record. 
I think that will save us a bit of time because we want to finish your 
testimony this afternoon. At this rate, we will not. 

Mr. Ropino. How long have you been in the aluminum business, 
Mr. Troy? 

Mr. Troy. About 20 years. 

Mr. Ropino. What is the size of your company? 

Mr. Troy. In what respect, sir? 

Mr. Ropino. How many employees do you have? 

Mr. Troy. About 300. 

Mr. Hitures. Mr. Troy, were you not connected with the Gov- 
ernment at one time? 

Mr. Troy. No, sir; never in my life, in any capacity whatsoever. 

Mr. Hixurnes. Did you not serve on a committee staff or anything 
of that kind? 

Mr. Troy. I did unofficially assist the Senate Small Business Com- 
mittee in making a number of surveys and reports to Dr. Anderson 
who was then executive director of the Senate Small Business Com- 
mittee. That I did, sir. 

Mr. Hixirnes. That is the Dr. Anderson who is supposed to testify 
before this committee? 

Mr. Troy. It was in an unofficial capacity. I never directed work 
for the Government in any way whatsoever. I have never been a 
Government man. 

Mr. Hixtutnas. I have a couple of brief questions on the fabricating 
end of the aluminum industry. I would like to advance a thought 
and you tell me’if you think it is a correct statement, insofar as you 
are concerned: 

It would seem to me that certainly in endeavoring to stimulate small 
businesses to get into the aluminum industry, one of the particular 
places where this stimulation should take place should be among the 
fabricating companies, because it is possible for a fabricator to operate 
on a much smaller scale, of course, than a major producer of aluminum. 
It is also true that a fabricator does not need the great sources of 
power—that is, hydro power—gas, oil power, coal, and so forth and 
those sources of power needed in the production of aluminum in the 
first place. 

Therefore, it would follow that any company which goes into the 
aluminum production field and at the same time maintains its own 
fabrication department, would actually be in a tremendously impor- 
tant end powerful position to destroy the opportunities for thousands 
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of small fabricators to get into the field. Not only would that one 
company producing aluminum or the several companies producing 
aluminum be able to corner the supply of aluminum available, but 
they would also be able to control the fabrication market very pos- 
sibly through that easier operation that they would have, connected 
with their production. 

Do you think that is a correct analysis? 

Mr. Troy. That analysis is exact and I subscribe to that 100 per- 
cent. That is exactly, sir, what we have been getting at. 

Mr. Hituines. Now you mentioned in your statement earlier that 
you were concerned at one time about the plant in California. Are 
there very many small fabricators of aluminum located in southern 
California? Are there many of those there at the present time? 

Mr. Troy. No, sir; there are not too many located there of a cer- 
tain character. There are various types of aluminum semifabrication. 
For instance, there are no rolling mills. There are no rolling mills in 
southern California and they use an awful lot of sheet down there. 
[ have charts here showing where they exist. We have one extrusion 
plant down there. We have several die-casting companies. We have 
a number of foundries. They are quite numerous, I would say. 
That is about the limit of the manufacturing enterprise in aluminum 
in that part of the country. 

Now we do have a sizeable operation there by Alcoa but I am 
talking about outside of Alcoa’s operation. There is an extrusion 
plant in Vernon and one at Torrance operated by Harvey but that is 
the limit of the extrusion field. There is no rolling mill down there, 
which there should be, and there is no rod and bar mill and there is no 
wire mill. There is one in Ohio, but I think that is the closest one. 

Now there are a number of small foundries because it is particu- 
larly easy for a small operator to become a foundry. That is about 
the size of it as far as California is concerned. 

Mr. Hiiumnes. How long has your company been in the aluminum 
fabrication field? 

Mr. Troy. About 20 vears. 

Mr. Hitumnes. You have been connected with that one conipany 
throughout your experience in the industry? 

Mr. Troy. That is right, sir. I will return to my paper: 

They were not even desirous of helping others expand in the basic 
industry. In 1949 when we were contemplating operating the Bur- 
lington, N. J., plant we wrote to Kaiser, Reynolds, and Alcoa regard- 
ing the possibility of their supplying aluminum for the operation and 
[ offer for the record our letter to each of them: 

(The letters referred to follow:) 

APRIL 13, 1949. 
PERMANENTE Propucts Co., 
Oakland, Calif. 

GENTLEMEN: There is a possibility that we may lease the Burlington Reduc- 

tion Mill with the intention of operating two pot lines. 
_ We would appreciate learning from you at this time whether you would be 
interested in supplying us with (1) carbon rods (standard size)—if so, what quan- 
tity, at what price and time required for delivery; (2) alumina—if so, what quan- 
titv, at what price and time required for delivery. 

We would greatly appreciate hearing from you at your earliest convenience 
with your advices. 

Sincerely thanking you and looking forward to an early response, we are 

Very truly yours, 
EasteRN Merats Propvucts Co., 
ARNOLD Troy. ° 
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ApRIL 13, 1949. 
ReyNoutps Merats Co., 
Richmond, Va. 

GENTLEMEN: There is a possibility that we may lease the Burlington Reduc- 
tion Mill with the intention of operating two pot lines. 

We would appreciate learning from you at this time whether you would be 
interested in supplying us with (1) carbon rods (standard size)—if so, what quan- 
tity, at what price and time required for delivery; (2) alumina—if so, what quan- 
tity, at what price and time required for delivery. 

Ve would greatly appreciate hearing from you at your earliest convenience with 
your advices. 

Sincerely thanking you and looking forward to an early response, we are 

Very truly yours, 
Eastern Metat Propvucts Co., 
ARNOLD Troy. 


ApriL 13, 1949. 
The ALumMINUM Co. or AMERICA, 
Pittsburgh, Pa. 

GENTLEMEN: There is a possibility that we may lease the Burlington Reduction 
Mill with the intention of operating two pot lines. 

We would appreciate learning from you at this time whether you would be 
interested in supplying us with (1) carbon rods (standard size)—if so, what 
quantity, at what price and time required for delivery; (2) alumina—if so, what 
quantity, at what price and time required for delivery. 

We would greatly appreciate hearing from you at your earliest convenience 
with your advices. 

Sincerely thanking you and looking forward to an early response, we are 

Very truly yours, 
EaAsTeERN Metat Propvwcts Co., 
ARNOLD TRoy. 


Mr. Troy. Now remember, gentlemen, capacity in the alumina 
producing field was far in excess in capacity to the current ingot 
producing facilities. Each and every one of these companies had 
more than they could consume. I include in the record .Alcoa’s 
response which indicated at least an honest effort to be of some 
assistance. 

ALUMINUM Co. OF AMERICA, 
New York, N. Y., April 21, 1949. 
Mr. Arnoup Troy, 
Eastern Metal Products Co., 
Tuckahoe 7, N. Y. 

Dear Mr. Troy: Your letter of April 13, which we acknowledged on April 19, 
asked us whether we would be interested in supplying you with carbon electrodes 
and alumina in case you should lease and operate the Government-owned alumi- 
num smelting or reduction works located at Burlington, N. J. You advised that 
you require carbon electrodes and alumina in amounts sufficient for the operation 
of two pot lines. 

According to our records the annual capacity of two of the Burlington pot lines 
is approximately 72,000,000 pounds of aluminum for the production of which you 
would require about 144,000,000 pounds of alumina or about 12,000,000 pounds 
per month. We also estimate that you would need in the neighborhood of 1,800 
tons per month of baked carbon electrodes of the size used when Burlington was 
operated by Alcoa. 

Unless the anticipated needs of our own reduction plants should be reduced, 
we doubt that we will have the capacity to supply you with 12,000,000 pounds of 
alumina per month. However, subject to the needs of our.own plants and other 
prior commitments, we would be more than pleased to supply you with such part 
of your requirements for which we would have available capacity at the time you 
are ready to specify quantities and deliveries. Our regular terms and conditions 
of sale would apply to such shipments. Our current price is 2.5 cents per pound 
f. o. b. producing plant, in carload lots. We would reserve the right to ship you 
from either or both of our alumina producing plants, which are located at Mobile, 
Ala., and East St. Louis, Ill. 
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As you probably know, we do not ordinarily sell carbon electrodes to the trade, 
inasmuch as the capacities of our carbon plants have been designed solely to pro- 
vide sufficient carbon electrodes for our own use. We are unable, therefore, to 
assure you that we can, at all times, meet your requirements for carbon electrodes 
for the operation of two full lines at Burlington. In attempting to supply all 
or part of your requirements, it would be necessary for us to reserve the right to 
ship you carbon electrodes from any one or all of our carbon plants at Alcoa, 
Tenn., Badin, N. C., and Massena, N. Y. Subject to our own needs and other 
prior commitments, and subject to our ability to obtain the necessary raw mate- 
rials, we quote you a current price of $95 per ton, f. o. b. producing plant, for 
carbon electrodes of the size used heretofore at Burlington and of the type, charac- 
ter, and quality we ourselves use. 

In all of the foregoing, we have quoted specific prices in an endeavor to ve 
helpful to you in tangibly appraising your situation. You understand, of course, 
that these prices will be subject to modification in the event conditions have 
changed at the time vou are actually in a position to contract for any of these 
materials. We do wish to assure you, however, that under any and all conditions 
we would endeavor to work out prices, terms, or other details in a way that would 
be mutually satisfactory. 

Very truly yours, 
AtumInum Co. or AMERICA, 
Epwarp B. WILBER. 


Mr. Troy. While Kaiser was willing to sell, his price of $70 per 
ton was so out of line that it was obvious that it could not be used in 
aluminum production. Reynolds turned the position down flat. 

While Reynolds operated the Hurricane Creek plant they were 
under lease obligations to supply any and all independent operators 
of basis reduction plants with aluminum at a fixed price. When 
Reynolds bought the plant they saw to it that that obligation ceased. 
The purpose of the clause in the lease was to see to it that possible 
independent operators of the then Government-owned reduction mills 
would be supplied so that there could be many basic ingot producers 
even though there were only two Government-owned alumina plants. 

With Alcoa in practically every phase of aluminum, semifabrication 
and in full fabrication owning about one-third of the Aluminum 
Goods Manufacturing Co. and all of the Aluminum Cooking Utensil 
Co. selling their pots and pans under the brand names of Mirro and 
Wearever, respectively. They go far toward controlling the pots 
and pans business. 

You will get these full letters but I will tell you what their contents 
are: 

We wrote to Burlington. Kaiser was willing to sell us alumina at 
$70 a ton which was far in excess of our ability to pay. 

Alcoa was willing to sell it to us at a reasonable price; namely $50 
a ton plus freight, which. was within reason, but Re ynolds denied the 
right to buy in view of the fact that they had just purchased the 
plant, whereas under the terms of their lease as I read before, they 
were obligated to deliver alumina. ‘These letters I have here, sir, 
| will put those into the record for you, but I make these statements 
to indicate that they not only, at a time when they had alumina 
excess capacity, they were not only not e xpanding their own aluminum 
production and were not pushing themselves in any way to help 
others increase the ingot capacity. 

The CHAIRMAN. They did not want to aid your getting into the 
field? 

Mr. Troy. Absolutely not, sir. 

The CuarrmMan. They did not want any more competitors? 
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Mr. Troy. Reynolds refused to sell and Kaiser gave a price of $70 
a ton, which would indicate that you could not get into the business. 

The two manufacturing companies I mentioned, one of which is 
owned outright by Alcoa and the other in which the *y have a one-third 
interest, go far toward controlling the pots and pans business. Those 
two companies do about 60 percent of the pots and pans business in 
aluminum in the United States. Just those two companies, and they 
control both of them; 100 percent in one case and one-third in the 
other. 

Mr. Wilson himself stated before the Senate Small Business Com- 
mittee that this phase of manufacture could be handled by small 
business. Reynolds has been in the pots and pans business. Both 
Kaiser and Reynolds go a long way in making products for the build- 
ing industry and are getting into this field deeper and deeper daily 

We have a number of ads which they put in public magazines which 
will indicate the extent to which they are going to reach the consumer, 
bypassing all of the distributive channels all of the way down. 

The CHarrMan. You may put those advertisements in the record, 

(The advertisements referred to follow:) 


{From the Country Gentleman, October 1948] 


PORTABLE AND PERMANENT—ANY Farm BouripinG Is Berrer Burtt Wrru 
{BYNOLDS LIFETIME ALUMINUM ROOFING AND SIDING 





The light weight of Reynolds Lifetime Aluminum makes your portable buildings 


easier to move as well as easier to build. Rustproof, it needs no painting. Fire- 
resistant, rot-proof, termite-proof, it lasts indefinitely . . . saves seasonal repairs. 
And with no rust to loosen nails, you can keep your buildings tight—keep rats out 

Aluminum reflects up to 95 percent of radiant heat . . . takes off the sun load 


helps retain winter warmth. It reduces summer temperatures as much as 15 
Better for poultry and livestock, safer for stored grain. 

What’s best for small buildings is also best for your house and barns. Reynolds 
Lifetime Aluminum will modernize your farm’s appearance, cut maintenance 
expense, stretch the low initial cost over many years, and increase your comfort 

Let Reynolds help you build better with this better material. Ask your dealer 
for Reynolds Lifetime Aluminum. 


NEW EMBOSSED CORRUGATED 


New beauty, new strength and rigidity in corrugated roofing and siding ; 
because it’s now embossed, by a Reynolds- —— technique. Handsome 
stippled surface. Feels thicker, stouter, stronger. Looks like a million, yet its 
cost is low and the economies big. In both 2! inch and 14-inch corrugatio! 
sizes. Three thicknesses—.019 inch, .024 inch, and .032 inch. Be sure to see 
Reynolds Lifetime Aluminum embossed corrugated . . . at your dealer’s now. 


Reynoutps Merats Co, 
Building Products Division, Louisville 1, Ky. 

World’s largest producer of aluminum building products: Shingles, clapboard 
siding, corrugated and 5-V crimp, snap-seal and standing seam roofing 
weatherboard siding, built-up roofing, nails, gutters, wall tile, casement and 
picture windows, reflective insulation, the ‘‘Alumi-Drome”’ (prefabricated 
utility building 


{From Business Week, August 5, 1950] 
ALUMINUM FABRICATING SERVICE 
Why buy a train when you only need a freight car? 


You eliminate costly, needless materials handling—when Reynolds makes you! 
aluminum stampings and formed parts. 
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Reynolds can make savings for you on aluminum fabricating all along the line. 
Take scrap, forexample. You cut out all the sorting, baling and disposal of scrap 
when Reynolds makes your aluminum parts. You also cut out the expense of 
handling it. 

Here are more important advantages: 

(1) reduces plant and equipment investment; 

2) eliminates raw material inventory; 

(3) delays material billing; 

4) no rejects; 

(5) leaves more time for sales planning. 

Write for folder, ‘‘Aluminum Stampings’’, describing this money-saving service. 
Or call the Reynolds Office listed under ‘‘Aluminum”’ in your classified telephone 
lirectory. Reynolds Metals Company, 2085 South Ninth Street, Louisville 1, 
Kentucky. 

Want savings like these? Reynolds files show that a part generating 14 percent 
scrap was fabricated and delivered by Reynolds at a saving of 0.7 percent per 
init, under the customer’s former cost. 

REYNOLDS LIFETIME ALUMINUM 

A complete aluminum fabricating service including blanking, embossing, 
stamping, drawing, spinning, forming, roll shaping, tube bending, welding, 
and finishing 

Mr. Troy. What chance has the independent got competing with 
his sources of supply in these fields. In semifabrication and in full 
fabrication they can control their competition, limit the field to their 
own desires and prevent newcomers from coming into the picture. 

When the recent shortages appeared, a system of voluntary alloca- 
tion was permitted by the Government. No one knows to this day 
outside the respective companies what percentage of basic metal went 
to the independents. Mr. Reynolds states 6 percent. I question 
this figure. I believe a complete introspection is in order to determine 
what percentage of basic production on the part of the Big 3 went 
to the independent. What part went into their own production even 
to the extent of expanding certain of their productivities. In my 
travels and from some of the sales figures, I’ve seen, I wouldn’t doubt 
but what, at a time when the independent was concerned with the 
possibility of his economic demise Kaiser and Reynolds were waxing 
fat on the low-cost plants the Government gave them to assist in 
the growth of that very independent. I am talking about the pro- 
ductive facilities, the rod and bar mills, where they pushed more metal 
through. 

[ believe that the majority of independents would testify to the 
effect that so long as their sources of supply remain Kaiser, Reynolds, 
and Alcoa, they are in continual jeopardy lest any one of them (the 
Big 3) decide to make the self-same product and cut him out. 
Expansion just cannot and will not take place under these circum- 
stances. 

Gentlemen, what our country badly needs are sources of supply 
that will remain purely basic sources of supply. We do not need nor 
want anymore integrated operations beyond the reduction mill level. 
We do not want any further expansion on the part of companies such 
as Kaiser, Alcoa, or Reynolds so that they can round out their 
integration still further. What we do need are independent sources 
of such supply. The chance for survival of such a basic metal 
producing company and for continuous profit-taking would be en- 
hanced by virtue of the desire of the independent fabricator to deal 
with such a company 
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In other words, if he, the independent fabricator had a company to 
deal with that we knew was not a competitor the survival possibilities 
would be much much greater. 

This because they would not meet him one day selling him metal 
and the next day at his own customer’s office. 

I would like to state here in re trospect of the aluminum situation 
over the past 10 years that the situation would have been far worse 
had it not been for the watchful eye of Mr. Emmerglick and the 
Department of Justice. Mr. Emmerglick has really contributed 
immeasurably to welfare of the entire Nation by the injection of 
himself into the aluminum picture. I do believe, however, that there 
is yet a great bit of work to be done in a review of the activities of 
Kaiser and Reynolds in aluminum in addition to Alcoa and that since 
Kaiser’s and Reynolds’ activities have paralleled Alcoa’s I think the 
findings would be of equal quality. 

I think too that it should be brought to the attention of this com- 
mittee the wonderful work that was done by the Surplus Property 
Board and the War Assets Administration in their handling of the 
disposition of the Government-owned aluminum plants. I had 
opportunity of observing at close range the work of such men as 
Mr. Jess Larson, Mr. Irving Gumbel and others. In the face of a 
complete reticence on the part of Kaiser and Reynolds unless they 
got the plants on a give-away basis and a legal inability to sell to 

\lcoa, they evolved a program of disposition which has to be analyzed 
to be fully appreciated. 

If I may, Mr. Chairman, I want to read one small piece. This is 
an offer by the Permanente Metals Corp. in purchasing the Tacoma 
plant upon which we bid. They were the successful bidders on that 
plant, and their reasons for wanting the plant read as follows: 

In order for the Permanente Metals Corp. best to assist in carrying out the 
objectives of the Surplus Property Act of 1944 and to provide the fullest competi- 
tion as well as the most production and employment in the aluminum industry, it 
is necessary that we increase our aluminum pig capacity. 

This is under date of October 19, 1946: 

The productive capacity of our Mead, Wash., reduction plant is not adequate 
to supply the requirements of our Trentwood, Wash., rolling mill at the rate at 
which we now anticipate operating the Trentwood mill. Without additional 
aluminum pig capacity, therefore, this company will be required to attempt to 
purchase a portion of its pig supply from its competitors 


Kaiser says he does not want to buy metals from his competitors 


and will not have the assured supply of pig which is necessary for an independent 
operation. 

The present limited pig capacity of the company also handicaps us in our 
endeavor to obtain full independent status in the industry by reason of the fact 
that at the present time our aluminum finishing facilities are limited to sheet, 
plate, and strip products, and unless additional pig capacity is obtained we will 
not have sufficient pig production to proceed with our plans to acquire or construct 
additional facilities to produce other finished aluminum products since we cannot 
safely acquire other finishing facilities if we must purchase our raw material from 
our competitors. 

This is a copy of the direct offer made by Kaiser to the Government. 
This is the distinct copy. May I offer this for the record? 

The CHAIRMAN. You may. 
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(The documents referred to follow:) 


[Telegram] 
SEPTEMBER 4, 1946. 
REGIONAL Orrice oF REAL Property DIsposat, 
War Assets Administration, 
Swan Island—P. O. Box 4062, Portland, Oreg. 

Sealed proposal re plancor 245 to be opened at 4 p. m., September 4, 1946. 

Due to inability to get written proposal to west coast on time, accept this tele- 
gram as basic proposal. More formal one to follow. 

The entrance into the aluminum reduction field of companies other than Alcoa, 
Reynolds and Kaiser is important to the economic structure in the aluminum 
industry, and in line with the purpose of the Surplus Property Act and opinions 
of the circuit court of appeals on monopolistic practices in this field. 
PROPOSAL 


1. This proposal is for lease of plancor 245, Tacoma Aluminum reduction plant 
for a period of 5 years with option to renew lease for an additional 2 years. 

2. The standard ‘Purchase option formula” is to apply. Likewise the Govern- 
ment standard 24-month cancellation clause would prevail. 
may be exercised at any time within the term of the lease. 
3. This proposal is based on the operation of the plant at capacity. 

1. The Government, through its contracts with Reynolds, is to protect the 
source of alumina supply for this plant. 

5. The Government is to set the plant up in operable condition. The lease is 
to go into effect as soon as the plant is in operable condition but under no circum- 
stances later than 6 months from the date of signing of contract. 

6. The guaranteed rental to be charged on this plant is as follows: 
$60,000 plus .0005 per pound of aluminum production 

$75,000 plus .0095 per pound of aluminum production 

$90,000 plus .0005 per pound of aluminum production 
$105,000 plus .0005 per pound of aluminum production 
$125,000 plus .0005 per pound of aluminum production 

Sixth year—$125,009 plus .0005 per pound of aluminum production 

Seventh year—$125,000 plus .0005 per pound of aluminum produciion 
In addition to all of the above we will pay 10 percent of gross profits earned 


The purchase option 


First year 
Second year 
Third year 
Fourth year 
Fifth vear 


before taxes. 
7. The operator is to pay all insurances, taxes, etc. 
8. The operator is to pay all power and maintenance costs. 
9. The operator agrees that 50 percent of the net profits earned will be placed 
n escrow toward establishing a rolling mill for an integrated set-up. 
EasTeERN Metat Propucts Co. 
ARNOLD Troy. 


Tue PERMANENTE Mertats Corp., 
Oakland, Calif., October 19, 1946. 


Reference: PID-—C, Plancor 245, Olin Industries, Inc., Tacoma, Wash. 


Wark Assets ADMINISTRATION, 
Regional Office, Real Property Disposal, Seattle 1, Wash. 

GENTLEMEN: In order for the Permanente Metals Corp. best to assist in carry- 
ing out the objectives of the Surplus Property Act of 1944 and to provide the 
fullest competition as well as the most production and employment in the alu- 
minum industry, it is necessary that we increase our aluminum pig capacity. 

The productive capacity of our Mead, Wash., reduction plant is not adequate 
to supply the requirements of our Trentwood, Wash., rolling mill at the rate at 
which we now anticipate operating the Trentwood mill. Without additional 
company will be required to attempt to 


aluminum pig capacity, therefore, this 
the 


purchase a portion of its pig supply from its competitors and will not have 
assured supply of pig which is necessary for an independent operation. 

The present limited pig capacity of the company also handicaps 
endeavor to obtain full independent status in the industry by reason of t 
that at the present time our aluminum-finishing facilities are limited to sheet, 


us in our 
he fact 
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plate, and strip products, and unless additional pig capacity is obtained we will 
not have sufficient pig production to proceed with our plans to acquire or con- 
struct additional facilities to produce other finished aluminum products, since 
we cannot safely acquire other finishing facilities if we must purchase our raw 
material from our competitors. 

On March 27, 1946, an affiliated company, Kaiser Cargo, Inc., submitted to you 
a proposal for the lease of the Troutdale, Oreg., reduction plant. The lease of 
this plant, however, was awarded to a competitive producer in the aluminum 
industry. 

The Permanente Metals Corp. has carefully studied the economics of each 
of the remaining War Assets Administration aluminum-reduction plants and has 
determined that under certain conditions the Tacoma, Wash., reduction plant, 
while small in capacity (41,500,000 pounds per vear), offers an opportunity for the 
Permanente Metals Corp. to initially expand its pig capacity. 

In addition to the benefits to be derived from this expansion of its productive 
capacity, the Permanente Metals Corp., b~ aecq:iring the Tacoma p'lant, will 
obtain the experience of operating an aluminum-reduction plant utilizing the 
Soderberg or continuous electrode process as well as a plant utilizing the pre- 
baked electrode method. Inasmuch as both of the other integrated firms pro- 
ducing aluminum in the United States are operators of plants utilizing both types 
of processes and since the Soderberg electrode process under certain conditiotis has 
advantages over the prebaked process, the award of the sale or lease of the Tacoma 
plant to the Permanente Metals Corp. would be in full accord with the spirit 
and intention of the Surplus Property Act and the report of the Surplus Property 
Board to Congress dated September 21, 1945. 

Our acquisition of the Tacoma plant will also increase our requirements for 
alumina produced at the Baton Rouge plant which we now lease from War Assets 
Administration. This additional alumina requirement will increase the Govern- 
ment’s revenue from the Baton Rouge plant as well as increase the efficiency of 
our Baton Rouge operation. 

The Permanente Metals Corp., a Delaware corporation, hereby offers to pur- 
chase, subject to the terms and conditions stated below, the property known as 
the Tacoma, Wash., aluminum-reduction plant, Planeor 245, including all land, 
buildings, fixtures, equipment, facilities, and all property of every kind located 
at the plant and owned by the United States at the date the previous operation 
of the plant was terminated, all of which are herewith collectively referred to as 
the “plant.’”” The terms and conditions of such offer are as follows: 

(1) The purchase price offered is $2,500,000 payable as follows: 20 percent cash 
payable upon execution of contract of sale and the balance in 16 equal annual 
installments. The deferred balance shall bear interest at 4 percent per annum. 
As an alternate, the Permanente Metals Corp. offers the purchase price of 
$3,180,000 payable $187,000 cash upon the execution of the contract of sale and 


the balance in 16 equal annual installments without interest. The Permanente 
Metals Corp. shall have the right in case of either alternate to accelerate payments 
without penalty. War Assets Administration may retain ticle to the plant until 


final payment as security for the deferred balance. 

(2) The plant will be accepted in its existing condition. 

(3) War Assets Administration shall make available to the Permanente Metals 
Corp. the use of any equipment or processes covered by patents or patent rights 
on terms at least as favorable as the use of equipment or processes covered by 
such patent rights has been or may be licensed or otherwise made available to 
any other operator of an aluminum plant. 

(4) War Assets Administration shall guarantee to the Permanente Metals Corp. 
ready and suitable access to the premises by all necessary easements, rights-of- 
way, or other effective means. 

(5) The Permanente Metals Corp. shall have the right at any time prior to 60 
days after the execution of the contract of sale, to purchase at a price not to 
exceed the original cost all or any part of the expendable supplies and other mate- 
rials belonging to the Government located at the plant. 

As an alternate to the foregoing offer to purchase, the Permanente Metals 
Corp. offers to lease the plant upon the following terms and conditions: 

(1) The Permanente Metals Corp. offers to lease the plant from the War 
Assets Administration for a period of 5 years subject to the principal terms and 
conditions hereinafter enumerated. The Permanente Metals Corp. shall have 
the privilege of electing (o renew the lease for an additional term of 2 years, pro- 
vided written notice of its election so to renew is given 6 months prior to the 
expiration of the term of the original 5-year lease. 


>» 
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(2) Commencing on the effective date of the lease rentals on the plant shall be 
paid at the rate of $200,000 per year, payable in equal monthly installments. 

(3) The Permanente Metals Corp. will lease the plant in its existing condition 
and will place the plant in condition to operate at its own expense. 

(4) The effective date of the lease shall be the date the Permanente Metals 
Corp. commences commercial production of aluminum at the plant or the date 
upon which the plant is in condition to operate, whichever first occurs. The 
Permanente Metals Corp. agrees to proceed promptly with the work necessary 
to place the plant in condition to operate and to complete said work as soon 
as practicable. 

(5) Commencing with the effective date of the lease and during the term thereof, 
or any extension thereof, the Permanente Metals Corp. shall pay in addition to 
the rentals, all taxes, insurance, and maintenance on the plant. 

(6) It is understood that the Permanente Metals Corp. shall have the right 
and option at any time within 60 days after the effective date of the lease, to pur- 
chase at a price not to exceed the original cost all or any part of the expendable 
supplies and other materials belonging to the Government and located at the 
plant. 

(7) War Assets Administration shall pay for all damages to property in the 
vicinity of the plant resulting from the emanation of fumes, provided, however, 
that War Assets Administration’s liability under this paragrapb shall not exceed 
an amount to be agreed upon, The Permanente Metals Corp. shall have the right 
to cancel this lease upon 30 days written notice in the event that fume damage to 
other property in the vicinity causes the continued operation of the plant to 
become impracticable or impossible. 

(8) During the term of the lease War Assets Administration shall make avail- 
able to the Permanente Metals Corp. the use of any equipment of processes 
covered by patents and patent rights in connection with the operation of the 
plant and any royalties or license fees for such patent or patent rights shall be 
paid by War Assets Administration. In the event the Permanente Metals Corp. 
purchases the plant pursuant to the option hereinafter provided, War Assets 
Administration shall make available to the Permanente Metals Corp. the use of 
equipment or processes covered by such patents or patent rights on terms at 
least as favorable as the use of equipment or processes covered by such patent 
rights has been or may be licensed or otherwise made available to any other 
operator of an aluminum-reduction plant. 

(9) The Permanente Metals Corp. shall have, at any time after the first year 
and before the expiration of the fourth year, an option to purchase the plant for 
$2,500,000 on the following terms: 

A down payment of $500,000 with the balance due in equal annual installments 
over a period of 16 years from the effective date of the lease. Rental payments 
made during the life of the lease not to apply on the purchase price. 

(10) With prior written approval of the War Assets Administration, the Perma- 
nente Metals Corp. may either assign the proposed lease to another corporation 
after it has been made or may, subject to the approval of the Attorney General, 
have the lease initially executed in the name of another corporation, in either of 
which cases the Permanente Metals Corp. shall have no other or further obliga- 
tion or liability hereunder or under any letter of intent which may be issued 
pursuant hereto or under such lease. 

11) War Assets Administration shall guarantee to the Permanente Metals 
Corp. ready and suitable access to the premises by all necessary easements, 
rights-or-way, or other effective means. 

(12) The lease shall contain such other terms and conditions as may be mutually 
agreed upon. 

So that this plant may be placed in early productive operation, we respectfully 
urge your early consideration and acceptance of this proposal. 

Very truly yours, 
THe PERMANENTE METALS CorpP., 
E. E. TrReretuHen, Jr., Vice President. 

Mr. Troy. These men had to dispose of these plants with so many 
restrictions, with so many peculiar circumstances surrounding the 
industry that the determining of an adequate formula was almost 
superhuman. I had worked on a number of occasions with Mr. 
Gumbel in our own efforts to obtain various Government facilities 
and although we were unsuccessful in those several endeavors we found 
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him to be extremely cooperative, utterly impartial, and a true respecter 
of the best interests of Government and the law. He, like Mr. Larson, 
has our admiration and respect, and I am quite sure that of all of the 
people who have had contact with him as a representative of the 
Government feel the same. 

When the statement was made the other day by Mr. Reynolds 
that the Army and Navy Munitions Board and the National Security 
Resources Board did not take sufficient cognizance of the aluminum 
situation, either I misunderstood the meaning of his words or he is 
badly mistaken in his knowledge of what has taken place. In 1949, I 
held a number of meetings with the representatives of the NSRB; 
namely, with Dr. Sebastian and Mr. Ralph Watkins, and with General 
Timberlake, and members of the Army-Navy Munitions Board re- 
garding the then shortage of aluminum, the projected shortage and 
how it would affect our fighting machine if the independent, who was 
then suffering from a shortage of supply, were permitted to decline 
economically, and, therefore, was not available in a major war effort. 
Their concern was real and they attempted to get the major producers 
to operate less in a vacuum. Both these agencies lent their assistance 
in helping work out with the War Assets Administration to the fullest 
extent. Mr. Gumbel worked out an advantageous deal but since 
the individual agencies were aware of the problem no money was 
available from RFC for aluminum. 

(The letters referred to are as follows:) 

DrceMBER 30, 1948. 
Maj. Gen. P. W. TimBerLake, 
Army-Navy Muniiions Board, Arlington, Va. 

My Dear GENERAL TIMBERLAKE: Please, sir, accept my sincere thanks and 
appreciation for the courtesies you were kind enough to afford me when at your 
office, I certainly appreciate the time and effort that you, Capt. W. C. Wade, 
United States Navy, Col. L. N. Tindel, and Mr. J. W. Ferguson gave when you 
were good enough to discuss with me the very vital aluminum problem which now 
confronts all of us. 

As you no doubt know, the shortage in aluminum in our civilian economy has 
reached major proportions and unless there are some mandatory arrangements set 
up by the Government, it could easily affect supplies in this field to the military. 
Of course, immediate action in getting those plants that are available into opera- 
tion is the only immediate solution. ‘The problem, unless additional supplies are 
immediately forthcoming, will continuelly grow worse and would seriously affect 
the position of the independent producer in this country since Reynolds and Kaiser 
are shipping no aluminum pig or ingot to other than their own facilities and Alcoa 
hes seriously cut all allocations to a point below a sustaining mark. The Alu- 
minium Co. of Canada intheir attempt tosupply the world, likewise, find themselves 
in a short supply which is mace worse by a shortage of water upon which they ar 
dependent for their hvdroenergy. 

There is comparatively no aluminum scrap available in the Nation at all and 
that material which is available—some generated in this country and some im- 
ported from foreign lands—are all selling pt extremely high prices ranging in the 
neighborhood of 30 to 32 cents for slloved material While our proposal to 
operate the Burlington, N. J., plant and to produce 100,000,000 pounds per annum 
of aluminum would not entirely change the situation (there is a present shortage of 
500,000,000 pounds per annum in the country with an expectant shortage in 1952 of 
1,000,000,000 pounds) it still would go far to alleviate the situation. Since our 
proposal will guarantee delivery to the independent producers, this production 
would go far to maintain better than ® minimum level of required break-even 
production for the independent producers of the Nation thereby keeping them in a 
financially sound position ready to supply the military at such times as demands 
would be placed upon them. ‘This I believe is of vital importance to your Board, 
and I am confident you will agree that immediate action should be taken in getting 
this 100,000,000 pounds per annum to the market. 

As outlined to you while in your office, we are making a proposal for the opera- 
tion of this plant to the War Assets Administration and we say unqualifiedly that 
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even though the plant is basically a high-cost producer, we can successfully 
operate since the market is supporting price levels today—and will for the fore- 
seeable future—far and beyond that which is necessary to maintain satisfactory 
profitable operation of such a plant. There are strong indications that the 
St. Lawrence waterways may be harnessed in a number of vears and, should this 
transpire, the Burlington mill may well look forward to power at a more reasonable 
cost making it a highly meee producer. 

The plant while having cost the Government $17,500,000 would now cost in the 
neighborhood of $25,000,000 to replace. For $5,000,000 it could be rel abilitated 
at the present time, to a point where it would be equa! to the $25,000,000 plant. 
As per my plan, the rumen g details of which I outlined to you, would pay for 


the rehabilitation of the plant without any cost to the Government. The plant 
would then be ina sidan daceumena our civilian economy, keep the independent 
producer in business, break the inflati ionary price trends in the aluminum field 


and act as a bulwark for the needs of the material should any national emergency 
resent itself. 

Of course, I am sure you appre ciate the strategic placement of the Burlington, 
N. J., plant since it is an area which, for a radius of 100 miles, has a huge concen- 
ration of industrialization. Shipments heretofore coming into this area are 

rmally faced with a aes transportation delay especially when shipped from 
the west coast. This value alone in a plant of this category is of significant import- 
[ sincerely trust that in my discussions with your organization I have covered 

he major points. Should I have inadvertently overlooked any, I would greatly 
appreciate your calling my attention to any point in which you might be interested 
for further clarification. 

It is our intention to forward to the War Assets Administration our bid as soon 
as we receive their official word that bids are being accepted. If you so desire. 
we would be very happy to keep you posted as to what is transpiring from our 
point of view. 

(gain, sir, sincerely thanking you and your organization to which I send my 
best regards, I am 

Very truly yours, 


EASTERN Mertat Propicts Co. 
ARNOLD Troy, P ent, 
Dy RI ) y18 
Raupu J WATKINS 
Chair? P ning D yn, A onal Securit Re ch I 
i", hington, dD. ¢ 
My Dear Mr. Warris his is the ea t oppe sh 
? writ ou and to thank vou profus for t] 
ifforded me when at vour office re tiy Washi I i), ¢ I 
i » eX In s re Al to Dr ebas i l \iT 
l atio 
[ trust that vou are in agreement with the writer that 1 al tua 
ists at the present time, and will, undoubtedly. conti: tod rey 
flaw in our industrialization as demand ¢1 eps on in our economi rowth 
1 for our military planning. I fully believe that the problem will continuall 
worse until such time as the situation can alleviate itself through increased 
roduction in the aluminum industry in this country. Un! herefore 
ictive program is set into motion at once. we mav look forward to « ti ! 


minum shortages, runawav prices. a general breakdown in product 


nd an increased mortality in the business life of the independent producer 
We feel that while the operation of the Burlington, N. J., aluminum plant does 
t present a complete solution to this very vital prob] m, still, it w 12 st 
rtainly be a start in the right direction, contributing, in no small m i 
abilizing factor in the industry. I sincerely trust that when the time com ir 
consideration of our presentation to the War Assets Adm tration for 
f this plant that you have a complete understanding of our intenti 
ble inécation might be liberally construed to mean the production of alur m 


low prices, in a strategic area and a guaranty to deliver aluminum to tl 
ndent producer who has been cut off from their sources of s ipply and f 
isiness disaster. I am quite sure that you and your board are vitally inter d 
le safeguarding of our aluminum production and the permanence of 
lependent producer in this fiel4 
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It was indeed a pleasure to have had the opportunity of meeting with you and 
I mostcertainly appreciate the time given me. I intend being in Washington 
shortly after the first of the year and trust that you will again find time at your 
convenience to meet with me. 

Sincerely thanking you and with best regards to Dr. Sebastian and Mr. Schulze 
and with best wishes for the New Year, I am, 

Very truly yours, 
EASTERN Merat Propucts Co., 
ARNOLD Troy, President. 

Mr. Troy. We ourselves intend operating a completely integrated 
bauxite, alumina, aluminum operation. The integration is to stop 
however after we have made the aluminum. 

Our strength in the postcontract era is to lie in the fact that we will 
have all of our metal for distribution and, all things being equal our 
customers will be those who will prefer buying from someone who is 
not a competitor in any shape, manner, or form. We will, through 
the development and research laboratories that we will set up, generate 
new technological developments for widespread dissemination among 
the independents. The best know-how developed by the huge re- 
sources of Alcoa, Kaiser, and Reynolds are kept to themselves and not 
given to their competition. We will induce newcomers to the field 
of aluminum in semi- and full-fabrication. We will assure capita! 
interested in going into rolling mill, extrusion, or other semi-fabricating 
efforts requiring large-scale investments that they can be assured of a 
source of supply of metal, which source would be vitally interested 
in seeing them grow. 

We do not intend being fettered by controls of any kind that would 
dictate policy of distribution. This means that no part of the direc- 
torate, no stockholders, no officers will have any interest in any semi- 
fabricating operation. The expansion in these fields should stem 
from private sources of capital, not Government funds, and it will 
come once adequate assurance of raw material exists. 

I believe I have pointed out the conditions that exist in the semi- 
fabricating fields in the industry. 

The four basics that are the main ingredients of a long-life aluminum 
program are: (1) Adequate personnel; (2) low-cost power over a long 
period; (3) baendie or temporary alumina supplies; (4) proper finance- 
ing. 
Our prospectus covers these subjects in detail. That is the pros- 
pectus we are going to file this next week with the Department of the 
Interior. 

We have for the past number of months been negotiating with Dr 
James Boyd and others in the Department of the Interior upon our 
general proposal to operate a three-pot-line operation by the middle 
of 1952 and an additional three-pot-line operation by the middle of 
1955. We intend leaving our final prospectus in Dr. Boyd’s hands 
this coming week. I believe mention was made in these hearings as to 
how Government moved too slowly in these matters of getting this 
aluminum program into operation. I have taken and do take the view 
that careful consideration should be given each step in this expansion 
program because of the vast sums of money to be spent and the strate- 
gic materials to be used in the construction. No one should get the 
idea that the Government is a huge ‘“‘grab bag.”’ The errors of the 
last. war should not be repeated. I fully believe that we should move 
forward with diligence. This, I feel, is being done. 
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We ourselves, before submitting our proposition, have been having 
cost-analysis men projecting the costs of the production, taking into 
consideration the extremely high current construction costs and high 
rates of interest. 

After taking every minute detail and possible contingency into con- 
sideration, we are completely satisfied that not only will we prove 
profitable during the life of the contract but we will be in a strong com- 
petitive position after the contract. With a six- or seven-pot-line 
operation 200,000,000 pounds we believe we will be the lowest-cost 
producer in the United States. Wedo not then intend operating under 
Alcoa’s price umbrella, but rather take the lead in bringing low-cost 
metal to the American people. 

In satisfying requirement No. 1 as stated above, we wish to advise 
that we intend utilizing our top-flight personnel in this program of 
aluminum. All of our roots are buried deep in aluminum and have 
been so for 20 years. Iam in accord with that thinking of the Depart- 
ment that not anyone who, having a desire to get into the aluminum 
business, should be given a Government contract. There should be a 
full and complete understanding on the part of the applicant—for 
plant capacity—of aluminum as a metal and as an industry before 
considering anyone for the certification. 

We have secured power for our operation in the Northwest for three 
pot lines currently under a commitment for the Bonneville Power 
Administration. 

The CuatrMan. Have you such a commitment? 

Mr. Troy. Yes. 

The CHarrMaN. Is it a firm commitment? 

Mr. Troy. It is a firm commitment. 

The CuarrmMan. Do you have it with you? 

Mr. Troy. We do not, sir. We felt we would supply a copy of such 
commitment to any member of this committee, but we did not feel 
it advisable to make it public at this time. That is public as far as 
the contents are concerned. 

The CHarrMan. But you have a definite power commitment? 

Mr. Troy. We have a definite signed power commitment from the 
Bonneville Power Administration which guarantees us, if we pick 
up the option—which in a sense it is; we have to have a letter of 
intent from the Government to consummate the deal—by a certain 
date that they will deliver power to us by a certain date in 1952 for 
production and use of aluminum for three pot lines to start with and 
in 1955, for six pot lines. 

In other words, the commitment is final so far as the Government 
is concerned. We do not have to accept. If we do not get—on the 
other end—the letter of intent, we just dyop the option, 

The CuarrmMan. You have gone further than some of the appli- 
cants in the sense that you already have a firm commitment for your 
power. ; . 

Mr. Troy. We have a firm commitment on the lowest-cost power 
in the United States today. 

The Cuarrman. How much? 

Mr. Troy. Well, sir, it should figure 2 mills. 

Mr. Bryson. Have you determined where your main plant will be 
located? 
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Mr. Troy. Yes, sir, we have. I will supply that information to 
you personally, sir, if it is desired. We have a definite site location 
worked out. 

The CuarrMan. In what State will it be? 

Mr. Troy. Well, sir, we are limiting ourselves now to the State of 
Washington. 

The Cuarrman. It will be in the Northwest, will it not? 

Mr. Troy. Yes, sir. It has to be there because Bonneville Power 
is supplied there. 

This will assure us in early 1951 of sufficient low-cost power to 
operate three pot lines. We also have a tentative commitment for 
three more pot lines in 1955. This assures us of a continuing low-cost 
power equal to none in the United States outside of Northwestern 
Power. 

Coal and gas are unpredictable from a viewpoint of sources of 
supply and cost. They are bound to go up in cost and will prove to be 
a burden, eventually, upon the American consumer by way of in- 
creased costs of aluminum. 

Should a general decline come in our economy and the need for 
aluminum go down, the first plants to close down would be these 
high-cost producers. 

Gas is now selling somewhere in the neighborhood of 10 cents per 
thousand cubic feet. With our major cities all over the country 
drawing upon these wells, the demand will grow and so will the price. 

We have under certain conditions—obtaining a letter of intent from 
the Government—secured alumina to start with and are making 
arrangements to secure our own bauxite deposits. There is no 
question but that an independent operation such as this must have 
its own bauxite supply. Mr. Reynolds, in his original testimony in 
the hearings held in 1945 and 1946, so stated, and I quote from page 
6158, part 48, Congressional Record: 

We had a 15-vear supply in Arkansas, but it took three crews, There is no 
use talking about staying in the aluminum business unless you have a supply of 
bauxite. 

However, our purpose in obtaining aluminum for the first year or 
possi! bly two of operation would be to insure production starting on time 
and being certain of the vitally needed metal. While this will result 
in considerable less profit for our operation we are truly setting the 
national needs ahead of our own desires. 

Insofar as financing is concerned, I countenance no difficulty in 
consummating arrangements already started when we are in a position 
to do so; that is, having received a letter of intent. Financing is a 
very important phase of this project in view of the large sums re- 
quired. However, this typegf thinking in financing with Government 
cuaranties is not without precedent. When Kaiser built his steel 
mill he put $100,000 into the project and borrowed from the RFC 
$124,000,000, or thereabouts with an interest rate of 4 percent. 

I have here the Kaiser prospectus which I would like to put in the 
record. It is the prospectus he put out for public equity financing. 
It shows he put $100,000 into it and borrowed on the money from the 
Government which he paid back. 

(The prospectus referred to will be found in the files of the 
committee.) 
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Kaiser never made steel before. Even Reynolds had this to say 
when he discussed his own loan experience before the hearings in 1945- 
46—page 6149, part 48, Congressional Record: 

They [Alcoa] didn’t borrow from the Government. They had credit at the 
banks. I had never made aluminum, and when you talk to a banker, none of 
them believed we could do it and I had serious doubts myself, but I thought in 
the emergency that the thing to do was to try. 

The Government lost nothing on these deals. It is not our intent 

to ever have the Government put one dime into our construction. 
Prior to the time the Government will have been called upon to make 
vood on any of their guaranties at the end of the 5-year contract period 
we would have made other equity financing arrangements, based 
upon a proven record of production and earnings, pay back any and 
all outstanding loans, except normal bankable loans, and take the 
Government out of the picture completely, we believe in the American 
system of free enterprise. 
‘It should be pointed out that one of the main problems in addition 
to high costs of construction is the exorbitant rate of interest being 
required by the various lenders, due to the fact that Federal Reserve 
bank in setting up the full construction-cost guaranty wants a 2.5 
percent fee on the outstanding loan for its “cut.” This means that 
the main interest we have to deal with is 5 percent, whereas we should 
be able to borrow money at 3 percent. The RFC charges 4 percent. 
I would advocate that steps be taken summarily to see to it that the 
money which is available for us for this aluminum production reach 
us with a decent rate of interest. It is a severe charge and one that 
cuts into the structure of the fiscal picture, leaving a less healthy 
enterprise to face the world alone in the postcontract era. 

Please bear in mind that there is no real money to be made in the 
first 5 years of operations. Not the kind you can take out. In the 
first place there is so much water in the costs of construction which 
first have to be taken out in order to bring the value of the plant to a 
realistic position. 

Then high rates of interest on exceptionally large investments 
larger than ordinary—have to be paid which eats into the profits. 

Then an adequate reserve has to be set up to insure a sound, con- 
tinuing operation after the 5-year purchase contract runs out. 
Whereas other aluminum producers can take full advantage of a 
5-vear tax authorization acceleration program where a new enter- 
prise such as this cannot. 

The net profits after interest and so forth would not amount to 
20 percent in this fiseal picture. With Kaiser, Reynolds, or Alcoa 
this does not apply. Their over-all operation profits will be large. 
Part of the profits would normally go to the Government in the form 
of taxes. Instead, the Government allows them to use that tax money 
to go toward the amortization of these new facilities. 

In view of our plan to set up our alumina and aluminum plants 
together coupled with low-cost power, we know that we will have the 
lowest cost of production in the United States and be fit for post- 
emergency survival. We should not permit financing to eat too deeply 
into the vitals of so fine an enterprise. 

One point I believe should be brought to the attention of this com- 
mittee. In reviewing the currently set up needs the NSRB has stipu- 
lated that 1,000,000 tons of additional aluminum capacity is our imme- 
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diate target. However, this has been broken down into two 500,000- 
ton segments for facilitating procurements of the facilities. 

As we all know, if this 500,000-ton allotment, Alcoa received approx- 
imately 125,000 tons, Reynolds 100,000, Kaiser 100,000, Harvey 
75,000, and Apex 50,000, a total of 450,000. This then would appar- 
ently leave 50,000 tons for immediate certification. However, at this 
time Alcoa has under contract with the Government reactivated their 
Massena, N. Y., and Badin, N. C., plants. These plants were idle 
due to high cos! uneconomic power. These facilities are now produc- 
ing at the rate of 79,000 tons per annum. The Government is paying 
a subsidy to these operations by way of standing for all costs above 
a 5-mill-power cost to Alcoa. This is a stop-gap deal and can be can- 
celed out at any time by the Government. I do not believe that it 
was the intent of the deciding powers that this 79,000 tons was to be 
considered a part of the first 500,000 tons to be let. I think that point 
should be cleared up. I do not believe the Government should keep 
on paying this subsidy, while very desirable at the present time, on a 
permanent basis. 

In studying this aluminum picture we should not lose sight of the 
peculiar problem that faces the Northwest—while they produce 70 
percent—Washington and Oregon—of the metal of the country very 
little of that is used in manufacturing there. 

The CuarrMan. Do you feel this 79,000 tons which is the result of 
reactivation of the plants at Massena and Badin, should not have 
been included in the so-called first allotment of 590,000 tons? 

Mr. Troy. That is definitely my understanding. 

The CHarrMan. It would not equal 500,000 tons. 

Mr. Troy. It would be 525,000 or thereabouts. 

The CuarrMan. If they limit it to 500,000 tons, if they take these 
reactivated plants, they would have an allotment of 529,000 tons, so 
they are in error there. There is something wrong there. 

Mr. Troy. | would believe so, yes, sir. 

The CHarrmMan. There has been as yet no allotment of the second 
500,000 tons? 

Mr. Troy. Not to the best of my knowledge, sir. 

The CHarrMAN. And your application to get a three pot line first. 
You think it ought to come out of the first 500,000. If it does not, it 
should come out of the second 500,000? 

Mr. Troy. I| believe that, sir, but I believe that exists in the first 
500,000 and therefore they are empowered to act at once. 

The CHarrmMan. You have arranged for your power. Are you 
arranging for your financing? 

Mr. Troy. Yes, sir. We are in the course of arranging that now, 
sir. 
The CHarrMan. Have you had any difficulty with this so-called 
2.5 percent rate which is to be charged by the Federal Reserve System 
by way of guaranty of any loan that has been made to you for the 
construction of the plant? 

Mr. Troy. Well, the major difficulty we are running into, sir, is 
the fact that in setting up these guaranteed loans, the Government 
has set a formula through the agencies who guarantee the loan and the 
Federal Reserve Bank, whereby they set a 5 percent interest charge 
as a Maximum, but the Government wants 50 percent back of that 5 
percent interest charge. 
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The CuarrMan. Not for putting up any money but merely for 
guaranteeing it. 

Mr. Troy. That is right. 

Now, the bankers as we will call them generally, in loaning this 
money, want a minimum 3% percent. 

The CHairRMAN. Three or 3%. 

Mr. Troy. Yes, sir, that has been my finding. The net result is 
that when they find that the Government guaranty wants 2!) percent 
and there is a maximum set at 5 percent, they feel they would only be 
left with 2 percent and they are just not interested. 

The CHAIRMAN. So if the banks or the insurance companies or the 
other financial entities want, say 3% percent, that added to the 2% 
percent that the Federal Reserve wants, you have a total of 5% 
percent? 

Mr. Troy. That is right. 

The Cuarrman. That would go beyond the limitation the Govern- 
ment imposes, namely 5 percent? 

Mr. Troy. That is right. There are legal wavs of getting around 
that and the Government knows about them and lets them happen 
but it is the cost that really upsets vou. 

The CuarrMan. If, however, vou do not ask for 100 percent guaran- 
tee then you do not have to pay the 2.5 percent rate. 

Mr. Troy. No, sir. The Government has a formula whereby if 
they guarantee 90 percent of that construction cost loan it simmers 
down to where they want a 30 percent cut of the part that they have 
guaranteed and not the whole hundred percent because that does not 
exist. Then they go further, where they guarantee 80 percent and it 
comes down to 20 percent for their cut, on the 80 percent loan, and 
where they come down to 70 percent, they want 10 percent as a cut. 
That means then on that basis you could conceivably borrow money, 
if you had the strength to warrant the 70 percent loan or guaranty on 
the Government, where the banks would expose themselves to the 
additional 30 percent, you could come down to 3.65 and interest. 
Where you need this particular guarantee, which will apply to almost 
everybody in their business, then that 5 percent applies. And then 
the Government wants the 24 percent, leaving nothing for the bankers 
or at least that is so in their opinion. 

The CaarrMan. In other words, your conclusion is that if the 
Government insists upon a 2 percent charge for the guaranty, 
the jig is up and you could not effectuate this plan at all? 

Mr. Troy. What we have done here, sir, is, we have set our pro- 
jected cost analyses for the future at 5 percent. In view of the other 
favorable factors we have, such as low-cost power, and other things 
which we have worked out in the way of alumina and so forth we 
could live within it but when we got all through we might just as 
well not have it. By that I mean to say you would not lose your 
shirt doing it but you certainly would not keep it clean. 

[ think from that point of view it is of no advantage or any distinct 
advantage, at least, to get into the aluminum business if vou are 
going to pay it all back to the United States Government for that 
guaranty, which they are using as an inducement to get you in. 

The CuarrMan. Have you arranged for the supply of bauxite? 

Mr. Troy. We have arranged during the first year or two for a 
supply of alumina because that will guarantee our production and our 
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delivery. While we do not make as much money as when we have 
our bauxite, still we feel that time being of the essence and the need 
for the metal being there we will sacrifice our own best interests and 
subordinate them to that of our country. 

We will be able to have prior to the time that our alumina contract 
will run out—we will have bauxite satisfactory to the operation of this 
plant. We know that. 

The CuHarrMan. So that you have a supply first of alumina, to be 
followed by a supply of bauxite? 

Mr. Troy. That is right, sir. 

The CuarrMANn. You have your power at a low rate. 

Mr. Troy. That is right, sir. 

The CuarrMan. At the lowest rate, I gather. 

Mr. Troy. That is right, it is the lowest rate in the country. 

The Cuarrman. And you are in a process now of getting you 
financing? 

Mr. Troy. That is right, sir. 

The CHarrMan. But you have not succeeded in getting your 
financing vet? 

Mr. Troy. We have not succeeded entirely, no sir. 

The Cuarrman. If you have all that, you have high hopes that you 
will get a portion of that second allotment of 500,000 tons? 

Mr. Troy. Well, sir, either that balance of the first or part of the 
second. 

Mr. Wixurs. Where will you get your bauxite, in Central America, 
or can you disclose that? 

Mr. Troy. There are two answers to that. Some of the finest 
bauxite in the world is from the Far East around Indonesia. Of 
course, as we all know that is in a treacherous area but if you boated 
your bauxite in from that general area to the State of Washington, 
the Northwest, you have a very low cost by virtue of the fact that 
labor is cheep out there and the freighting is cheap, and you have th 
one handling because our alumina plant will be right there at dockside 

In the event that we could not take the risk, after due considera- 
tion and study as time goes on in the next 6 months as things develop 
(and we are not in a hurry to make that decision) we will then prob- 
ably get some of our bauxite out of the Jamaica area, but it would be 
the kind of a thing where our ultimate goal is to get deposits here in 
the United States. I frankly state this. We are fast becoming a 
have not nation in copper and brass and we are going to substitute 
aluminum all along the line. They are using aluminum for electric 
sockets and other things. By and large alumina should be de- 
veloped in the United States, a search should be made for it. I have 
the feeling it will be found. 

Mr. Wixuis. Do you mean bauxite? 

Mr. Troy. Bauxite. I am sorry. In the meanwhile, the known 
deposits are in these areas. 

The CuarrMan. Proceed. 

Mr. Troy. The alumina comes from a distance 2.000 miles away 
in this country, it is then reduced to aluminum and shipped back to 
plants 2,000 miles away—or rolled at Trentwood and in which case 
sheet is shipped 2,000 to 3,000 miles—manufactured and then returned 
in finished form to the Northwest. 

The metal is made there, it is shipped east, and comes back again 
and may go across the country two or three times. 








STUDY OF MONOPOLY POWER 359 


The freight burden is enormous. In addition the entire economy of 
the Northwest in being tied to aluminum production is being made 
completely subservient to aluminum. There is a lack of growth of 
industry. All of the power is being tied to aluminum. Employment, as 
technological change takes place in lumber, and so forth, and manpower 
needs are reduced thereby a vast pool of unemployed will be gen- 
erated: without diversification the future looks bleak from that point 
of view. Senator Murray in the Small Business Hearings stated 
page 6162, part 48, for instance, that no state can exist on the basis of 
the raw material economy. You have to have some industry. We 
intend bringing that diversification of industry to the Northwest. We 
intend starting and using it to serve as a nucleus for future light-metal 
and heavy-metal manufacturing—a factory of the products—con- 
sumer products—we now make. This will be a first step. It will be 
the type of factory where much in the way of employment will take 
place. The total enterprise will probably run about 1,500 employees. 
\Ve will train them and develop them. We will put the right tools and 
dies in their hands—give them proven methods to work with. We 
will manufacture products that already have the know-how built into 
them. It will be a sizable enterprise requiring between $350,000 and 
$500,000. 

Thus the Government will take no part whatsoever in the way of 
guaranties, purchase contracts, or what have you. This phase would 
be a separate responsibility and yet it would serve as a guaranty of 
good faith to that part of the program tied to the Government. In 
this manner we not only evidence our sincerity and utmost faith in 
what we are doing but are also making a definite important contribu- 
tion to our society and our own way of life. Please bear in mind that 
we do not look upon this phase of this as being an altruistic approach. 
We fully believe in the economic possibilities—I have just returned 
from the Northwest—and that it will prove to be a very profitable 
venture. We intend likewise then to give all kinds of assistance to 
induce semifabricators, fabricators, and manufacturers, give them 
guaranties, of raw material supply to come to the Northwest, manu- 
facture there for more local area consumption. It will prove a great 
stride in our economic advancement. Of course, any facility we put 
there would have the propensity of war production. Our wartime 
production records are well recognized by the Air Force and other 
branches of the military. Operating within the confines of a limited 
economy we will be able to do both. It will be a flexible arrangement 
capable of operating for peace or war or both. 

| conclude by saying, I appreciate the time and courtesies you have 
afforded me. I hope that 1 bring something to this hearing and possi- 
bly to the aluminum industry in general. Thank you. 

I just wanted to make one statement here. I have a book here 
which will show that practically all of the fabricating plants of the 
United States by and large are in the East. All of the productive 
capacity of metal is in the West, and everything goes from the West, 
starts down here around Baton Rouge, or Hurricane Creek, halfway 
across the United States, goes to the West, goes back again to the 
Kast, and then eomes back again to California, comes back to Texas 
and into all these areas. You can see white spaces in the areas all 
over the United States showing a lack of plants such as we have 
here [indicating]. If you had independent sources of supply located 








360 STUDY OF MONOPOLY POWER 


here who would sell these people, you would have thousands of small 
companies going into these various forms of semimanufacture any- 
where in the West where they are really needed. 

I think that points up the situation. 

The CHArRMAN. We will be glad to accept that brochure for the 
files of the subcommittee. 

Are there any further questions? 

Mr. Hiiirnes. What is your position in the company? 

Mr. Troy. I am one of the partners and co-owners with my 
brothers. 

Mr. Hinurnes. Could you tell who some of the top officers are in 
the company? 

Mr. Troy. I am president and general manager, and it is my brother, 
Seymour Troy, whom they call president of the company. He is a 
vice president in charge of production if we may use that term. 
There are the technical men; we have the names of whom I could 
supply you. 

Mr. Hituines. How long has your company been in business? 

Mr. Troy. Twenty years. 

Mr. Hiiurnes. Ever since you have been in the business? 

Mr. Troy. I personally founded the company with my brother in 
1930 when he just got out of college as an engineer. We brought the 
thing along from that point. 

The Cuarrman. On this application that you are making for this 
allocation and the letter of intention and certificate of convenience 
and necessity which will enable you to build this plant, are you 
accompanying all that with capital of your own? 

Mr. Troy. Our phase of the capital will be represented by this 
investment. In order to bring to the Northwest this plant, this 
type of factory, that while in itself not being a large consumer of 
aluminum, it will be a factory for industrialization and employment. 
We intend putting into that a total of $300,000 to $500,000 worth of 
assets. 

The CuarrMan. You will be contributing to the venture no less 
than $350,000 and possibly a half-million dollars? 

Mr. Troy. That is right, sir. That is exactly right, sir. And it 
will be more than that. It will be the experience and basic know-how 
that goes into it. You just do not add those things into a figure of 
that character. 

Mr. Wiuuis. You do not intend to integrate? 

Mr. Troy. No, sir; we do not. We feel that the only possible 
chance for survival after the 5-year Government-guarantee contract 
is over, is where you can go in to “Mr Jones” and try to sell him 
metal and tell him to go out and sell his customers without fear of you 
competing with him. 

We know for a fact that there are hundreds and hundreds of com- 
panies who use large quantities of extrusions or die castings or other 
forms of material, and are entitled to put their own equipment in and 
manufacture their own parts, which is always a healthy state for the 
economy, but will not do so, will buy those castings from companies 
such as Alcoa, Kaiser, or Reynolds, in lieu of manufacturing them 
themselves, because they know that they can get the casting but they 
cannot get the metal to make the casting. 
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The CuarrMan. Do you feel also you will be creating good will 
among the fabricators? 

Mr. Troy. Not only that but we will help them with fine techno- 
logical know-how being developed daily in the rolling-mill operation, 
that is not being disseminated because it is being done | yy the pe ople 
who gained the experience in the business and they are not going to 
tell their competitors. 

It may surprise you to learn that there are only five operators of 
rolling mills in the United States. Ninety percent of the sheet rolled 
in the United States is rolled by Kaiser, Reynolds, and Alcoa. There 
is a small mill in New Haven that turns out I think 5 or 10 million 
pounds a year and then there is one mill in Fairmont, Va., which has 
I think a capacity of about 30 million pounds a year. 

The plant in Fairmont, Va., gentlemen, most of the time gets his 
metal from the other side—Europe—because he cannot afford to take 
the chance of tying himself up to the American basic producer, be- 
cause we do have our 1948’s, we do have our 1947’s, and we do have 
our 1950’s and 1951’s. He would be out of business today if he had 
contracts with sources of that character 

The CuarrMan. You have been critical of the producers of metal, 
Alcoa, Reynolds, and Kaiser. Your criticism, is not so strong against 
Aleoa as against the other two. Do you anticipate any reprisals 
therefor? 

Mr. Troy. I will state this, sir. That if those reprisals come from 
any direction, that 1 would just as soon have them come now when 
we can sell our plant out and take a capital gain and get out of busi- 
ness because we would not dare stay in business for too long any- 
way knowing that we have only three companies of that character to 
depend upon. I would just as soon get out of the business as deal 
with them. 

The CuarrMan. If they do act unduly you have a mighty good 
triple-damage action under the antitrust laws against any who do. 
Further than that, I think you should apprise us if you feel reprisals 
are being directed against you because of this testimony, and I sug- 
gest that you let us know if any such action does take place. 

Mr. Troy. I will do so, sir. I will be very glad to do so. 

The CuarrMan. I hope there will be no reprisals. 

There should be none. 

Mr. Troy. We do not believe we will face that. I feel that what 
we said is true and being the truth no one can either deny it or push 
us in any direction. 

The Cuarrman. Thank you very much, Mr. Troy. The committee 
will adjourn now and meet Monday at 10 o’clock, when we will hear 
Nathanael V. Davis, president of Aluminium Limited, Montreal, 
Canada, Livingston Satterthwaite of the State Department, and 
others whom I have not definitely scheduled as yet. The committee 
will now adjourn until 10 o’clock Monday morning. 

(There — at 4:30 p. m., the hearing adjourned until 10 a. m., 
Monday, January 29, 1951. 
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MONDAY, JANUARY 29, 1951 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON THE STUDY OF 
Monopo._y Power oF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The special subcommittee met, pursuant to adjournment, at 10 
a. m., in Room 346, Old House Office Building, Hon. Emanuel Celler 
(chairman) presiding. 

Present: Representatives Celler, Bryson, McCulloch, Goodwin, 
Hillings, Keating, Wilson, and Willis. 

Also present: Curtis Shears, counsel to the subcommittee. 

The CuarrmMan. The committee will come to order. Is Mr. Sat- 
terthwaite here? 

Mr. SATTERTHWAITE. Yes, sir. 


STATEMENT OF LIVINGSTON SATTERTHWAITE, DEPUTY DIREC- 
TOR, OFFICE OF BRITISH COMMONWEALTH AND NORTHERN 
EUROPEAN AFFAIRS, STATE DEPARTMENT (ACCOMPANIED 
BY WILLIAM N. DALE, CANADIAN DESK OFFICER IN THE OF- 
FICE OF NORTHERN EUROPEAN AND BRITISH COMMONWEALTH 
AFFAIRS, STATE DEPARTMENT) 


The CuarrmMan. Give your name for the stenographer and your 
position in the State Department. 

Mr. Sarrertuwaire. Livingston Satterthwaite, Deputy Director, 
Office of British Commonwealth and Northern European Affairs. 

The CHarrmMan. You may proceed. 

Mr. Sarrerrawaite. The Department of State has requested the 
privilege of presenting testimony to your subcommittee, not because 
we have any special knowledge about aluminum but because we 
believe that your subcommittee will wish to consider aluminum in 
the context of the total economic relationship existing between the 
United States and Canada. Our Government and the Government 
of Canada are working together to build an economic framework 
which will insure that the greatest possible amounts of needed 
strategic materials are produced and made available to the free 
world. 

We in the State Department together with many other agencies of 
the Government are trying to establish and maintain a relationship 
with friendly countries which will enc ourage the development of indus- 
tries producing strategic materials which we need to import or which 
are required in increasing amounts by the NATO countries. As the 
committee knows, we are dependent on Canada for imports of essential 
materials such as nickel, asbestos, and zinc, not to mention uranium. 
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To make sure that we can obtain these vital commodities, it is often 
essential to assist Canada to procure from us the necessary steel, 
machinery, and other materials which are required to produce them 
Our policy with Canada in peacetime and even more importantly when 
we are faced, as we are today, with a grave international crisis, is to 
go as far as possible in coordinating and integrating the economies of 
our two countries. In the last war, even before we entered it, Presi- 
dent Roosevelt and Prime Minister MacKenzie King established the 
framework for close cooperation in the Hyde Park declaration of 
April 1941. 

The Cuatrman. If I may interrupt, the subcommittee has the 
same intention as you have just announced as an official of the Stat: 
Department. We have placed in the record a copy of the Hyd 
Park agreement. I know it is our intention to abide by it. 

Now, as. vou know, there are individuals who have activities on 
the other side of the border as well as activities on this side of the 
border. It is the purpose of this subcommittee to study monopoly 
power and concentration, and in that study we will investigate ac- 
tivities on both sides of the border. However, we want to say that 
we will not in the slightest degree do anything that will militat: 
against the purposes of the Hyde Park agreement or impair our 
friendly relationships with Canada. 

Mr. Sarrerrawaire. Yes, sir; thank you. 

In the spirit of this declaration, the Government agencies in both 
countries worked closely together to coordinate their control programs 
and to pool their resources for the common benefit. The total sales 
of war equipment and supplies between the two countries between 
1940 and 1945 approached $5,000,000,000 in value, all paid for in 
cash transactions. Each country furnished the other with the essen- 
tial material for making North America the arsenal of democracy. 

Our reliance on Canada is not confined to the economic field 
From a military point of view, the defense of the United States cannot 
be conducted independent of the defense of Canada. The two 
countries compose a single defense unit. This fact was officially 
recognized in 1940 when the Permanent Joint Board on Defense was 
established to consider means by which the United States and Canada 
could cooperate more fully for their common security. This Board 
functions today with increasing effectiveness. In addition, we have 
a military standardization program with Canada. Members of the 
armed forces of the two countries are exchanged according to a regula 
system so that they may become fully acquainted with the military 
procedures of both countries. We use bases on Canadian territory. 
I think we should keep the extent of this military cooperation always 
in mind when we are thinking about Canada, because our relations 
with the Canadians in one field cannot be divorced from our relations 
in other fields. 

Now again we are faced with an international crisis and conflict. 
We must be prepared for the possibility of total conflict. We cannot 
afford to do otherwise. The potentialities of the situation which we 
now face are vastly more serious than in 1941. The grounds for 
closer cooperation with Canada are even more compelling than before. 
It is not preference on our part; it is necessity. 

The CHarrMan. I hope that your remarks are not to be deemed 
as rebuking, on the part of the State Department, the activities of 
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this subcommittee, because we will not accept that as a rebuke. 
Under the broad idea of the several branches of government, we have 
a perfect right to do what we are doing“and we are doing it without 
any intention of infringing upon any of the various other relationships 
between the two countries. 

Mr. Sarrertawairte. No, sir, Mr. Chairman; this is in no way 
ntended as a rebuke. I am sure we are here to help the subcommittee. 

The CHarrmMan. And my remark is not to be construed as a rebuke 
to the State Department, but rather as a statement of clarification 

Mr. Sarrerruwatire. In recognition of the realities of the situation 
our two Governments concluded an exchange of notes on October 26, 
1950, establishing a set of principles for economic cooperation which 
[ offer for the record at this time 

The CHarrMan. We are glad to receive it. 

The document referred to is as follows:) 


DEPARTMENT OF STATE, 
October 26, 1950. 
No. 1103. 


For the press. 
ECONOMIC COOPERATION BETWEEN THE UNITED STATES AND CANADA 


Secretary of State Dean Acheson and Ambassador Hume Wrong of Canada 
signed an exchange of notes today giving formal effect to a Statement of Principles 
for Economic Cooperation between the two countries. The statement sets forth 
general principles for guidance of the two Governments in achieving a coordinated 
economie effort for their common defense. 

The exchange of notes reaffirms the practice of the two countries followed during 
World War II when they cooperated closely under terms of the Hyde Park Agree- 
ment of 1941. This agreement between President Roosevelt and Prime Minister 
Mackenzie King enabled officials of the United States and Canada to coordinate 
for mutual benefit their activities in such matters as military procurement, 
economic controls, and the use of raw materials. 

The arrangements worked out under the Hyde Park Agreement proved so 
successful that when international conditions again appeared threatening, the 
Joint United States-Canada Industrial Mobilization Planning Committee was 
established on April 12, 1949, to make plans in case joint action should again 
become necessary. The United States section of the Committee consists of the 
Chairmen of the National Security Resources Board and of the Munitions Board. 

The insrease in military requirements and the need for reimposition of such 

economic controls as are required by rearmament programs of both countries 
have made it necessary to implement plans made by the Joint Industrial Mobili- 
ation Planning Committee. On August 8, therefore, the United States section of 
the Committee and their Canadian colleagues agreed that a set of principles should 
be adopted fostering close and effective cooperation between the two countries in 
this vitally important field. The principles were subsequently approved by the 
President and the Canadian Cabinet. 

Both Governments intend to carry out these undertakings in a manner consistent 
with their other international obligations. 

It is expected that action taken under the Statement of Principles for Economic 
ooperation will greatly increase our industrial mobilization potential and will 
nable us better to prepare ourselves for any military emergencies which may arise 

Che text of the exchange of notes and the Statement of Principles for Economic 

operation follow: 


rEXT OF THE UNITED STATES GOVERNMENT'S NOTI 


have the honor to refer to recent discussions between representatives of our 

vo Governments for the general purpose of reaching an agreement to the end 
the economic efforts of the two countries be coordinated for the common 

nse and that the production and resources of both countries be used for tne 

st combined results Their deliberations were based on concepts of economic 
yperation which were inherent in the Hyde Park agreement of 1941 and which 
are still valid today. The \ formulated and agreed to the Statement of Pri ciples 
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for Economic Cooperation annexed hereto, which is intended to guide, in th: 
light of these basic concepts, the activities of our respective Governments. 

If this attached statement is agreeable to your Government, this note and 
your reply to that effect will constitute an agreement between our two Govern- 
ments on this subject. 

Dean G. Acueson, Secretary of State. 





reEXT OF THE CANADIAN GOVERNMENT'S REPLY 


I have your note of today with regard to the recent discussions between repr 
sentatives of our two Governments for the purpose of reaching an agreement 
the end that the economic efforts of the two countries be coordinated for t! 
common defense and that the production and resources of both countries be us« 
for the best combined results I am glad to confirm that the Statement 
Principles for Economie Cooperation, which was annexed to your note, is accept 
able to my Government. Your note and this reply will, therefore, constitute a 
agreement between our two Governments on this subject. 

Hume Wr ING, Ambassador of Canada 


STATEMENT OF PRINCIPLES FOR ECONOMIC COOPERATION 


The United States and Canada have achieved a high degree of cooperation 
the field of industrial mobilization during and since World War II through tl 
operation of the principles embodied in the Hyde Park agreement of 1941, throug 
the extension of its concepts in the postwar period, and more recently throug 
the work of the Joint Industrial Mobilization Planning Committee. In th 
interests of mutual security and to assist both Governments to discharge thei 
obligations under the United Nations Charter and the North Atlantie Treaty 
it is believed that this field of common action should be further extended It 
agreed, therefore, that our two Governments shall cooperate in all respect 
practicable, and to the extent of their respective executive powers, to the end 
that the economic efforts of the two countries be coordinated for the commor 


defense and that the production and resources of both countries be used for th 
best combined results 
The following principles are established for the purpose of facilitating the 


obje ctives: 
1. In order to achieve an optimum production of goods essential for the comm« 
f requiremen 


defense, the two countries shall develop a coordinated program 
production, and procurement, 
2. To this end, the two countries shall, as it becomes necessary, insti 





| r uls and supplie 


coordinated controls over the distribution of scarce raw material 


3. Such United States and Canadian emergency controls shall be mutua 


consistent in their objectives, and shall be so designed and administered 
achieve coOmparavie effects in each country, To the extent p sible. there sha 
be consultation to this end prior to the institution of any system of controls 
either country which affects the other. 

t. In order to facilitate essential production, t! technical knowledge a 


productive skills involved in such production within both countrie shall. wher 


feasible, be freely exchanged. 

5. Barriers which impede the flow between Canada and the United States 
goods essential for the common defense effort should be removed as far as possib 

6. The two Governments, through their appropriate agencies, will const 
concerning any financial or foreign exchange problems which may arise as a resu 
of the implementation of this agreement. 

The Cuarrman. Will you just briefly indicate orally what thos 
principles are? I have accepted the document, but usually I do not 
like to accept such documents without a brief description of them. 

Mr. Sarrertawaire. There are six short paragraphs, and I would 
be glad to read them into the record, if you like. 

The Cuarrman. Well, vou might give us the gist of it. 

Mr. Sarrertuwaite. The gist of the declaration is to make certain 
that the fact that a border exists between the United States and 
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Canada does not in any way hamper or impede our joint efforts for 
the defense of both countries. It is to overcome, as far as possible, 
for the emergency and for defense purposes, all difficulties caused by 
the fact that we are two countries. 

Mr. Wiitson. Of course, you know you cannot do everything. 

Mr. Sarrertawaite. That is right, but we want to do as much 
as possible. 

\ir. Witson. In other words, both parties want to do as much as 
possible, but you cannot do everything. 
~ Mr. Sarrerruwarire. Of course not, but we want to do as much 
as possible. 

\fr. Wrtson. And one party cannot do it all; the other must 

operate. 

Mr. Sarrertawaire. We took this step because neither we nor 
the Canadians could afford to risk the possibility that our common 
defense effort would be hampered in any way by the fact that we are 

vo separate count ries. This agreement is intended to create a climate 
for cooperation so that the agencies of our two Governments can work 
( cether as closely as the military exizencies require. We acreed to 
develop a coordinated program of requirements, production, and pro- 
curement. We agreed, as it became necessary, to institute coordinated 
controls over the distribution of scarce raw materials and supplies and 
to insure that the controls adopted in both countries will have com- 
parable effects. 

Action to coordinate our control and production programs is already 
under way. Export controls which are, generally speaking, not ap- 
plied as between Canada and the United States are closely coordinated 
n their application to third countries. Regular channels of contact 
re being established between the defense production agencies of the 
nited States and Canada so that each country can procure the mate- 
rials which are essential to its military effort. Also, the necessary 
action is being taken by the two Governments with respect to their 

mtrol programs so that individuals and business concerns will re- 
ceive equivalent treatment on both sides of the border. 

Cooperation with Canada is not a one-way street. Approximately 
5 percent of United States mmports of nickel come from Canada, the 


rid’s largest producer. Exports to the United States have jumped 
1 67 percent in 1949 to 77 percent of Canada’s total production of 
ckel in the first 10 months of 1950. In 1949 we used 471,000 tons of 


le asbestos, amounting to 84 percent of our total supply, and 
138,000 tons of Canadian zine. We also imported 86,000 tons of cop- 
per from Canada. Canada is developing large titanium deposits 
hich will be readily accessible to friendly nations. We must also 
onsider the potential value to us of the huge deposits of iron ore 
cently discovered in Labrador. I have mentioned only a few of the 
commodities which we need or are likely to need in the near future 
from Canada. I need scarcely mention to you that these products 
essential to war production. 
The CHAIRMAN That is, you believe that in order to combat the 
ron curtain countries you feel Canada should develop? 
Mr Sarrerrawaire. That isright; that is what we want to do, sir, 
to establish a strong basis. 
The CHarrMAN. And in’ return, and accompanying that develop- 
ment, there will be more trade between us and Canada. 
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Mr. SarrertHwairte. That is right, sir. 

The CuarrMan. That is, it is a two-way street. 

Mr. Sarrerruawaire. That is right. 

Let me turn for a moment to the general picture regarding alumi- 
num. During the last war, from 1942 through 1945, we imported 
689,000 tons of aluminum metal and mill yoy from Canada. 
In 1945 alone imports from Canada reached 339,000 tons, 30 percent 
of total United States consumption. The U nite d States took approxi- 
mately two-thirds of Canada’s total production of aluminum in 1944 
and 1945. When we needed aluminum from Canada, we got it. 

The CuatrmMan. Pardon me for interrupting, but you said, when 
we needed aluminum, we got it? 

Mr. Sarrertuwalite. That is right. 

The CHatrMan. Well, we have been asking for some aluminum 
from Canada and we have not been able to get it. 

Mr. SarrertHwaite. | think we will be able to get all the aluminum 
we need from Canada for production requirements. 

Mr. Bryson. There is some indication that Canada is supplying 
aluminum to behind the iron curtain. 

Mr. SarrertHwalrte. Prior to October, there was a total in 1950 
of 1.7 percent of Canadian exports of primary aluminum that went 
to such countries as Poland, Czechoslovakia, China, and Hong Kong. 
We took 47.8 percent of Canadian exports of primary aluminum in 
1950. ‘The United Kingdom, for defense purposes and for things we 
have been urging them to make, took 41.3 percent. 

After October, when the controls were put on here, Canada, after 
3 days, put on temporary controls, and after 2 or 3 weeks they put 
on permanent controls, so that no exports of aluminum go to the 
iron curtain countries. 

Mr. Hixuurnas. In this economic cooperation agreement between 
the United States and Canada of October 1950 there is not anything 
mentioned in that agreement by which the United States takes 
cognizance, is there, that some supplies of aluminum were sent from 
Canada to, let us say, the iron-curtain nations? 

Mr. Sarrertuwaite. No, sir. At the time when this was made, 
we in the United States put on controls, and Canada at the same time 
put on the same controls. 

Mr. Hiuiines. Has the United States through its State Depart- 
ment, to your knowledge, ever protested to Canada, protested the 
shipment of aluminum from Canada to iron-curtain countries? 

Mr. SATTERTHWAITE. No; it has not. If Canada had exported 
aluminum to iron-curtain countries after it was decided in this country 
that it was a bad idea to do so, we would have protested. We could 
not protest Canada’s sending aluminum to iron-curtain countries, 
particularly when less than 2 percent of the total went there, when we, 
ourselves, did permit our own producers to do so. 

Mr. Hituines. To your knowledge, are we permitting any producers 
to ship aluminum to Red China or other iron-curtain countries? 

Mr. SarrertTHWAITE. No, sir; neither is Canada. They lagged 
approximately 2 weeks in time; that is how long it takes the machinery 
to get under way. 

Mr. MeCuttocu. When did we come to the decision not to send 
critical materials to those countries? 

Mr. Satrertuwalte. I do not know, sir. I think, slightly prior 
to the time controls were put on. 
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Mr. MeCuttocu. Notwithstanding that that action had been 
protested more than a year ago by the Congress, more than a year 
prior to that time? 

Mr. SarrertHwalite. I do not know that, sir. 

The CuHatrMAN. Durihg the calendar year 1950, Canada shipped 
11,000,000 pounds of aluminum to satellite countries, including 
Communist China, and a goodly portion of that aluminum was shipped 
after the war started in Korea. 

Mr. Hituines. Let me say to you, Mr. Satterthwaite—excuse me, 
Mr. Chairman. 

The CHarrMAN. I just have one more point. I have before me a 
report of the Preparedness Subcommittee of the Committee on Armed 
Services of the United States Senate, under authority of Senate 
Resolution 93, the subcommittee headed by the distinguished junior 
Senator from Texas, Senator Johnson, dated January 8, 1951, which 
concerns nickel, a strategic metal. 

The report says that one of the severest shortages of critical metals 
that the subcommittee encountered was in nickel 
and one of the most formidable monopolies this subcommittee has found is 
the International Nickel Co. of Canada, Ltd., called INCO, which produces 
over 85 percent of the free world’s nickel. 

Also, this committee has delved into the subject of newsprint, 
which is so essential for a free world, and to enable the free press to 
function. We have unearthed evidence indicative that they have 
an ironclad monopoly among a small group of manufacturers 
in Canada. 

Now, what we are doing is bringing out the facts. The conclusions 
may be drawn in any way you wish, but the duty of this committee 
is to bring out those facts. 

Mr. SarrerTHWAITE. Certainly. 

Mr. Hinurnes. Well, let me say, along that line, that you have indi- 
cated, Mr. Satterthwaite, that there has been no discussion between 
the United States and Canada regarding the prohibition of any possible 
shipments in the future of aluminum to Red China and other satellite 
Nations. 

I rather deplore the fact that our State Department has seemingly 
lagged behind the American public opinion and behind the feeling of 
probably the military leaders in this country, in that usually nothing 
is done about prohibiting such shipments until it comes to light that 
such shipments had been made. 

Now, it would seem to me that, in view of this fact, that certainly 
our State Department should have a definite understanding with 
Canada, in view of this economic cooperation agreement, that there 
must be certainly no shipments in the future of any such supplies of 
aluminum or other strategic materials to Red China or any other 
satellite nations. 

I certainly hope some such discussions can take place, instead of 
waiting until some shipment has been unearthed and the proceeding 
from that point on to make a discussion. 

Mr. SarrertHwalite. Well, sir, we did discuss with Canada during 
October, as soon as we put on controls. Iam sure that it is the pur- 
pose of our agreement of October that the strategic materials produced 
in both countries are available where they will do the most good and 
that they do not escape to the iron-curtain countries, and we are in 
continuous discussions with Canada on that subject. 
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The CuarrmMan. Will the aluminum in Canada do the most good if 
it is shipped to Great Britain, if Great Britain ships a goodly portion 
of that aluminum to Communist China? 

Mr. Sarrerrawairte. If they did, then it would not. As your 
committee is undoubtedly aware, the British have also put on a 
prohibition on the export of aluminum from the United Kingdom 
without a specially issued license. 

The CuarrmMan. Who issues the license? 

Mr. Sarrertawaite. The Board of Trade is the issuing body in 
the United Kingdom, but the decision on policy as to export contro! 
is taken by the Cabinet, itself. 

Mr. Keartina. Is that Mr. Wilson the Wilson of the Board of 
Trade of the United Kingdom? 

Mr. SATTERTHWAITE. Yes, sir. 

Mr. Keartinc. Well, do you have any evidence that he is exercising 
any greater control of shipments to Russia and the iron-curtain 
countries than he was 2 years ago? 

Mr. Sarrertuwalite. Yes, sir. We believe they are tightening 
up a great deal on that. 

The CHarrmMan. Is Great Britain, as far as you know, shipping, 
after approval by the Board of Trade, any Canadian aluminum or any 
aluminum to Communist China? 

Mr. SarrertHwalite. United Kingdom statistics do not show any 
reexports of aluminum during 1950. 

Mr. Keating. Well, do they show exports of aluminum finished 
goods? 

Mr. SatrertTHwalite. United Kingdom exports of aluminum and 
aluminum manufactures for 1950 include the following amounts, in 
short tons: Soviet Bloc, excluding China, 1.6; China, 84; Hong Kong, 
740; Finland 849. Reexports from Hong Kong to China and Macao 
from January through July amounted to 509 tons. 

Mr. Keatina. Do I understand that is aluminum finished goods or 
all other kinds of finished goods? 

Mr. Sarrertuwaite. All forms of aluminum including manu- 
factures. 

Mr. Keatine. Do you have the end use of those products? 

Mr. SarrertHwaite. I do not. I think that we can get them for 
the subcommittee. We will certainly do our utmost to get the 
breakdown for you. 

(The breakdown referred to is as follows:) 

FEBRUARY 12, 1951. 


Total quantity of aluminum and aluminum manufactures, by type, exported fron 
the United Kingdom to all countries during the calendar year 1950 


Percen 
of total 
Ingots, notch bars, blocks, slabs, billets, and wire bars : epee f 9, 2 
Sheets, strip and plates, exceeding 0.006 inch in thickness: 
Mee Be bis So ee ee ea toe eeu em ohh. heii)! Ae. G 
ANOPs 22324 epi ibe) ae - G1 Sie se eses - +28 6 
Disks, circles, and slugs exceeding 0.006 inch in thickness : sentend mata? 
Foil (strip, ete., not exceeding 0.006 inch in thickness) es 6. 2 
Bars (other than notch bars and wire bars) rods, angles, shapes, and sec- 
PR aE hehe of gE aN NEN Beis eect : ey) 4.9 
Wire titbs rs Pa AL Rade Oe ACES, ; ot Strid ate ek ‘ 3. 2 
Temes er itsi i oo Uk ee ee Jeleleais 3 , Aas 2. 4 
Powder_._._._ : RARE SE aA SD LEE ee 1. 0 
Hollowware, domestic__.______- 4. ‘ 


All other manufactures____._______-___- ~e ae gfe da 
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Exports of aluminum and aluminum manufactures from the United Kingdom to 
specified areas for the entire year 1950 


Short tonsa 
Sqpiet bloc, excluding China -__---- ern a ee a, ee ae ane 1. 6 
8S Be ee heh eee eee pataces one FALSE _84. 0 
Pent MeO. Gas biss oo  o ie e diate athitinks jo aiwinds 2 . 740.0 
Finland - - - ania: wa . sieieinleilo 849. 0 


teexports from Hong Kong to China and Macao amounted to 509 tons for the 
first 7 months of 1950. 


Mr. Keartina. And those figures were for what year? 

Mr. Sarrertuwaire. They are for the calendar year 1950. 

The CHarrMaANn. Proceed. 

Mr. SarrerRTHWAITE. Canadian exports to the United States in 
1950 of primary aluminum amounted to 160,000 tons. From this 
figure you can see, Mr. Chairman, that we were already relying heavily 
on Canada for aluminum even before our military production was 
fully under way. I cite these figures not to convince you that we 
should at this moment enter into an agreement to procure additional 
aluminum supplies from Canada, but to demonstrate that we are 
already dependent on Canada for much of our aluminum and that this 
source should be considered carefully in making any plans for increased 
procurement, 

As I have said, it is up to the Department of State to do everything 
we can to make certain that when the United States needs something 
from a foreign country, we can get it with the least delay, in the maxi- 
mum amount possible, and at reasonable prices. Let me give you an 
example of what I mean. When it became apparent in 1949 that it 
would be prudent to increase our sources of bauxite, the Department 
undertook representations on behalf of one of our aluminum companies. 
Discussions between officials of the Department and the Governments 
of Jamaica and the United Kingdom were held which led to the grant- 
ing of an extensive concession in Jamaica. The ECA assisted with an 
advance of $11,000,000 to this company with the right to make 
available up to $5,137,000 in sterling from counterpart funds. I am 
pleased to report that the bulldozers are now at work on the construc- 
tion of this plant and soon a large additional amount of aluminum ore 
will be available. 

The CuarrmMan. Who was granted that concession for the bauxite? 

Mr. Satrertawaite. Reynolds. 

Returning for the moment to the statement of principles which we 
and Canada agreed on last October, we must prevent the existence of a 
boundary between us from interfering in any way with a coordinated 
effort to produce the maximum amount of goods the free world needs 
One of Canada’s najor industries is aluminum. This is so because 


of the existence « atively inexpensive water power which enables 
Canada to produce aluminum cheaply. 
The decision as to where on this continent additional aluminum 


production facilities would be located should, in our opinion, be based 
on an impartial calculation of the economic and military factors in- 
volved. These factors include cost of construction, proximity to 
transportation routes, accessibility to sources of low-cost power, and 
dispersion of the industry as a military target. We should utilize sites 
at which the maximum amount of aluminum can be economically pro- 
duced in the minimum amount of time without diverting power from 
other essential needs. We need not consider any factors other than 
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the rapid and efficient procurement of aluminum, since the question 
of whether additional plant facilities are located in the United States 
or Canada would not affect our ability to get the aluminum. 

The CuarrMan. Going back to Reynolds, let me get this straight. 
Indirectly, Reynolds Metals Co. was aided by ECA funds to erect this 
plant; is that correct? 

Mr. Sarrertawalite. That is correct. 

Mr. Keartrina. Also counterpart funds? 

Mr. Sarrertuwaite. Also the right to make available counterpart 
funds. I do not know whether they were actually made available 
or not. 

The CuarrMaNn. I want to emphasize the fact that Reynolds 
Metals Co. testified here—in fact, Richard Reynolds, Jr., testified to 
the effect that only about 6 percent of the aluminum made by this 
company was made available to the independent fabricators in this 
country; that most of the aluminum was used by Reynolds, itself, 
despite the fact that, directly and indirectly, we aided the Reynolds 
Co. in various ways. 

Mr. SaTreRTHWAITE. Yes, sir. We considered it our duty. of 
course, to help any company which is getting strategic materials that 
we need. 

The CuHarirMan, Well, this is no criticism of the State Department 
in this regard. 

Mr. Sarrerrawatre. Don’t tell me we have done something right. 

The CHarrmMan. What I want to emphasize is that the Government 
was giving Reynolds aid, and I want to emphasize the lack of aid that 
the Reynolds Metals Co. have given to the independent fabricators. 

Are there any questions? 

Mr. SHears. Was the October 1950 pact invoked at all in the 
United States on aluminum? 

Mr. SarrerrHwaire. It has not been, I think. We believe it will 
be soon. This October 26 pact is of fairly recent time and the various 
agencies of our Government, including us, I suppose, have not got 
used to utilizing it and calling it into being and pointing to it when we 
need to. I believe we will be doing that as the needs deepen. 

The CHatrMAN. Are you through? 

Mr. Sarrerruwaire. | have finished my prepared statement. 

Mr. Witson. You say that we should be controlled largely by the 
economic and military considerations involved and the location, labor, 
natural resources, and power, and all that, that are concerned. 

Now, this proposed British Columbia plant, where a large dam is to 
be built, and where nobody conceives that aluminum production will 
begin within less than 3 years or maybe 5 years—would that meet any 
of those essentials which you set up? 

Mr. SarrertHwaire. We do not know that, sir. The people that 
make aluminum and buy it are competent in that field. The point | 
am making is that if it is found that those conditions are met, the fact 
it is in Canada is not against it. It is exactly the same as if it were 
in the United States. 

Mr. Wixson. Well, as a general rule, that is very true, but if it 
takes 3 to 5 years to produce the aluminum, and if we put up the money 
for the costs of producing it, which includes the building of dams and 
tunnels through mountains, we should take into consideration military 
security from attack by enemy aircraft, and other factors. 
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Mr. SarrertHwaire. Certainly. 

Mr. Witson. Also, we must consider proximity to raw material and 
bauxite, and the expense of transporting it. 

Mr. SATTERTHWAITE. Yes, sir. 

Mr. Witson. And the danger from submarines in that long haul, 
all of those things have to be considered. 

Mr. Sarrertuwaire. I am saying that all of those things can be 
determined by experts who know those things and they should be 
controlling factors; and the fact it is in Canada, and not in the United 
States, is not a controlling factor. It should make no difference. 

Mr. Witson. If you can get aluminum by using natural gas within 
a year, and get it nearly as cheaply as you could with water power 
after having spent $600,000,000, it would not take much of a great 
expert, would it, to decide? 

Mr. Sarrertawaite. I do not know. I heard one person say 
that it would be cheaper to build at the North Pole, and he will almost 
convince me; and then the next person says ‘“‘No’’, and he will almost 
convince me, too. I do not know. 

Mr. Wixson. Of those who have testified, everybody seemed to be 
opposed to the British Columbia project from the point of view of the 
essentials we are interest in; every element involved points to the fact 
that we should not undertake that. 

Mr. Kearvine. Now, in order that I may understand the attitude 
of the Department of State correctly, the Department of State, insofar 
as it might be of assistance in consummating some arrangement, makes 
no distinction between Texas and Canada. In other words, if the two 
situations were equal, the Department of State would have no rec- 
ommendation as to where the plant should be located? 

Mr. SarrerTHWAITE. We believe, for defense purposes, we should 
get the aluminum the quickest and the cheapest, and if that turns out 
to be Canada, we believe it should be done in Canada. 

Mr. Keatine. If the two were evenly balanced, then where should 
it be done? 

Mr. SarrertHwaire. I cannot imagine a situation in which it 
would be evenly balanced. If it were evenly balanced, you would 
have to take the whole new set of considerations. 

I have tried to bring out as best I could, in this paper, that it is to 
our interest to have Canadian industry—and aluminum is one of its 
important industries—strong, so we can get it when we need it. We 
would want to take that into consideration, the total relationship with 
Canada; we would want to take into consideration, also, the domestic 
considerations. It is something you have got to think about hard 
before vou can go ahead and give an answer. 

Mr. Keatinc. Well, the Department of State is also interested in 
getting our own industry strong, isn’t it? 

Mr. Sarrerrawalite. Certainly. It is our primary interest. 

The CuarrmMan. Was the Department of State called on to send 
representatives to any conferences concerning the building of the plant 
at Kitimat, British Columbia? 

Mr. Sarrerruwaire. I do not know, sir. Not as far as we know. 

The Cuarrman. And if they were not called in, did they par- 
ticipate in any way? 

Mr. Sarrerrawalite. No, sir; not as far as I know. I would have 
to check to make certain of my answer—but not to my knowledge. 
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The CHarrMan. Does the Department of State know of plans that 
were set afoot last fail for the building of such a plant at Kitimat? 

Mr. SarrerTHWAITE. Yes, sir; the general idea. 

The CuarrMan. You are in charge of that desk? 

Mr. SaATrerRTHWAITE. I am. 

The CuarrMan. And you have jurisdiction over those matters? 

Mr. SATTERTHWAITE. Yes, sir. 

The Cuarrman. And have you heard of conferences had with 
officials in both countries? 

Mr. SarrerrHwaite. Mr. Dale here is my expert. 

The CHarrMan. Does Mr. Dale want to testify? 

Mr. Dau. I will; yes, sir. 

The CHarrRMAN. Just give your name and your position in the State 
Department. 

Mr. Daur. My name is William N. Dale, and I am a Canadian desk 
officer in Northern European and British Commonwealth Affairs. 

We received reports of these conversations and we received reports 
from our consuls and consulates in the area, so that we knew that the 
plans did exist to build the plant at Kitimat. 

The CuarrMan. There is no doubt that plans have existed? 

Mr. Daeg. That is right. 

The CuatrmMan. Is there any doubt that plans were set afoot for the 
building of that Kitimat plant? 

Mr. Date. According to our information, there is no doubt plans 
were under discussion. 

The CuarrMan. What was your information? 

Mr. Daus. Our information was received from the consulate gen- 
eral in Vancouver, and very indirectly by other means, speeches of 
some various people out there in the aluminum company concerned. 
We had nothing definite, but we had a great many reports. 

The CuarrmMan. Did you get any reports on the details for imple- 
mentation of those plans? 

Mr. Date. No, sir; nothing in detail. 

The CHarrMan. When was the last you heard about it? 

Mr. Date. About 3 weeks ago. 

The CHarrMANn. Three weeks ago? 

Mr. Date. We had a report from Vancouver. 

The CuarrMan. What did you hear then? 

Mr. Dae. We heard then that it was probable that they would 
go ahead with the plans and make the plant. 

The CHArrMAN. Three weeks ago? 

Mr. Date. About 3 weeks ago. 

The CHarrMan. Whose names were mentioned as to going ahead 
with the plans to build the plant? e 

Mr. Date. Only local officials of the company; and I do not recall 
the names, sir. 

The CHarrMan. Were there any names of any American officials 
coupled with the names of Americans? 

Mr. Date. No, sir. 

The CuHarrman. Do you know whether anyone in an official! 
capacity in the United States was associated with those reports? . 

Mr. Dave. To the best of my knowledge, no one in an official! 
capacity in the United States was associated directly with the reports 
There was the name of the Secretary of Commerce in newspape! 
stories, but that is as far as we go. 
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The CuHarrMANn. Do you get across your desk the reports of the 
Department of Commerce? 

Mr. Date. What kind of reports? 

The CHAIRMAN. Special releases and general releases from the 
Department of Commerce. 

Mr. Date. Not necessarily; no, sir. 

The CuarrMan. Do you know of any release from the Department 
of Commerce where it was indicated that the Secretary of Commerce 
was engaged in discussions with Canadian officials? 

Mr. Date. I heard second-hand from newspaper stories, that is all. 

Mr. Keatine. You made no check on that? 

Mr. Date. We endeavored to make a check of it; yes, sir. 

Mr. Keatine. With the Secretary of Commerce and his office? 

Mr. Date. With the various officers concerned. 

Mr. Keatinc. What did your check develop? 

Mr. Date. Our check was largely negative. We could not discover 
the existence of any negotiations at that time. 

Mr. Kearina. Did you know of the visits in this country of Mr. 
Howe? 

Mr. Date. We knew Mr. Howe had been here. 

Mr. Keatine. Was he in touch with your Department in any way? 

Mr. Date. Not to the best of my knowledge; no. 

Mr. Keatina. But you did learn of his being in touch with the 
Department of Commerce? 

Mr. Date. We heard so. 

Mr. Keatine. You learned it directly from the Department of 
Commerce? 

Mr. Daur. Yes, to the best of my knowledge. 

Mr. Keatine. You, personally, had this matter in charge, if any- 
one had; is that right? 

Mr. Daue. It was under our office; yes, sir. 

Mr. Kratine. Do you personally have that—are you personally 
charged with the responsibility in this particular matter? 

Mr. Daur. I suppose, as much as anyone; yes, sir. 

Mr. Keating. And you personally made a check with the Depart- 
ment of Commerce officials? 

Mr. Dae. That is correct. 

r . ‘ 

Mr. Keating. And you discovered from them, you say, that there 
was nothing to this? 

Mr. Date. We were unable to discover any negotiations going on. 

Mr. Keatinc. When you say you were unable, you mean that they 
said there were not negotiations going on? 

Mr. Date. We found no one who would say that negotiations 
were going on. 

Mr. Keatine. But did you find anyone who said that they were not 
going on? 

Mr. Daur. Yes; everyone we asked said there were no negotiations 
roing on. 

The CuarrMan. Mr. Satterthwaite, do you know whether any of 
the three aluminum-producing companies, during the calendar year 
1950 sent any aluminum, primary aluminum, or any fabricated 
aluminum, to the satellite countries? 

Mr. SarrerrHwaite. I would assume they did not, because we 
are not normally exporters of aluminum. 
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The CHarrMan. Then is it correct to say that they did not, despite 
the fact that the State Department had no prohibition against ship- 
ment to these countries up until October; is that correct? 

Mr. SatrertTuwaite. As far as I know, that is correct. 

The CHarrMan. So that the American companies, although they 
had the right to do it, did not ship, although Canadian companies 
did ship during that calendar year? 

Mr. Satrrerruwaire. Yes. Of course, I do not know what the 
price differential was. We do not normally export much aluminum, 
whereas Canada is the greatest exporting country of aluminum. We 
have to take that into consideration, I believe. 

Mr. Keatina. Let me get this straight. It was in October 1950, 
that the State Department placed an embargo on shipments of any 
strategic materials to Russia and satellite countries. Was it the State 
Department that put them on the list? 

Mr. SarrertHwaite. Well, aluminum was put on the list. As you 
know, the Department of Commerce is the main agency involved in 
this. 

Mr. Keatine. Aluminum was put on at the instance of the Depart- 
ment of State? 

Mr. SarrertHwalte. It was done by a committee involving State, 
Commerce, and others, besides. 

Mr. Keatina. Well, all right. State took the position in October 
that aluminum should be on the list? 

Mr. Sarrertuwalite. That is correct. 

Mr. Keatina. Did they take a position before that, that aluminum 
should be on the list? 

Mr. SarrertHwaiTe. It had not come up for final decision until 
that time, as far as I know. 

Mr. Keatina. Were those items put on the strategic list by this 
committee? 

Mr. SarrertHwaite. Yes. It is a committee that puts them on. 

Mr. Keatina. Consisting of State, Commerce, and who else? 

Mr. SarrertHwatre. Do you know who else was on the committee? 

Mr. Dae. ECA. 

Mr. SarrertHwaite. ECA is on it; State; Commerce. I am sorry, 
I am not certain who is on the committee. I do not happen to do 
this particular kind of work. 

Mr. Keatrna. Does State have under continuing study the question 
of what items should go on such a list? 

Mr. SArrerTHWAITE. Yes, sir—— 

Mr. Keatina. That is not in your field? 

Mr. SarrertHwalrte. No, sir. 

The CHatrMan. Any more questions? 

Mr. Hixurnas. On this so-called Hyde Park agreement, Mr. Satter- 
thwaite, was the Senate, or any Member of the Congress, consulted 
at all in regard to the formation of that agreement or with respect 
to approval of that agreement? 

Mr. Sarrerruwaire. I do not believe they were, but I am not sure. 
It was in 1941, and it was done between the President and the Prime 
Minister of Canada at Hyde Park. 

Mr. Hiiirnes. How about the economic cooperation agreement of 
October 26, that you referred to this subcommittee; was any consul- 
tation made with Members of the Congress in regard to that particular 
agreement? 
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Mr. Satrertuwaire. I think there were. Proper committees were 
informed in advance. 

Mr. Hituines. They were informed at the time of negotiations for 
the agreement? 

Mr. Sarrertuwalite. That is right; yes, sir. 

Mr. Kearine. You mean before the agreement was made? 

Mr. SarrerTHwalite. Before it was made. 

Mr. Keatine. They were informed it was going to be made? 

Mr. SarrertHWAITE. They were informed that we were discussing 
this type of agreement, and this was the purpose of it, what we wanted 
to do—perhaps not the exact language, because that was not yet 
worked out. 

Mr. Keatine. Was it submitted to the Congress for approval either 
before or after its execution? 

Mr. Sarrertuwairs. It was submitted for comment. 

Mr. Keazina. Before its execution? 

Mr. Sarrertuwairte. Before its execution. 

Mr. Keatinc. The completed agreement? 

Mr. Sarrertuwaire. That is right. 

Mr. Keatine. And to what committee? 

Mr. Sarrertawaire. Foreign Affairs; Foreign Relations Com- 
mittee. 

Mr. Keatina. Did they comment? 

Mr. SarrerTHWAITE. They did not comment. 

The Cuarrman. Thank you very much, Mr. Satterthwaite. We 
appreciate your coming. 

Our next witness will be Nathanael V. Davis, of Aluminium Limited. 
Mr. Davis. 

Mr. Davis. Thank you. 

The CuatrMAN. You may proceed. 


STATEMENT OF NATHANAEL V. DAVIS, PRESIDENT, ALUMINIUM 
LIMITED, MONTREAL, CANADA 


Mr. Davis. Mr. Chairman, and members of this distinguished 
subcommittee, Aluminium Limited is pleased to be able to appear 
before vou. 

During the course of these hearings, a great deal has been said about 
us, and much of what has been said has been critical. It is apparent 
to us that these critical statements, although made in good faith 
we do not question that—are based upon an inadequate knowledge 
of the facts. ; 

It is perhaps unnatural to expect a full understanding and a full 
knowledge of a company such as ours, which is domiciled in a foreign 
country. However, we are encouraged by your opening remarks 
which indicate a firm determination on the part of this subcommittee 
to get at the facts, and we appreciate the courtesy in inviting us to 
appear. 

You will agree that there is quite a bit of ground to cover. At the 
outset, I will try to give you as much pertinent information as we 
have been able to gather in the time available about our general 
activities, both past and present, and naturally we will attempt to 
answer any and all questions you wish to put to me. 
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After my appearance, and with the permission of your subcommittee, 
Mr. Powell, who is the president of Aluminum Co. of Canada, Ltd., 
will make himself available to you to describe in greater detail the 
British Columbia project, and naturally he, too, will be prepared to 
answer any and all questions. 

The CuairmMan. Do you care to have Mr. Powell sit up with you? 

Mr. Davis. Well, I think, Mr. Chairman, with your permission, 
we have so much to cover—of course, if you would prefer to have him 
up here, we will. 

The CHarrmMan. No; whatever is your wish. 

Mr. Davis. Thank you. 

Mr. Keating. May I ask a preliminary question—perhaps it will 
be covered in what you are going to say? 

Mr. Davis. Yes, sir. 

Mr. Keatina. Is there any connection between Aluminium Limited 
and Aluminum Co. of Canada? 

Mr. Davis. Yes, sir. We will cover that. Aluminum Co. of 
Canada, Ltd., which we call ALCAN, is a fully owned subsidiary of 
Aluminium Limited. 

Mr. Keatina. Aluminium Limited is what we would call a holding 
company? 

Mr. Davis. Yes. 

Mr. Kerarina. It is only a holding company, not operating? 

Mr. Davis. It is only a holding company. 

The Coarrman. Mr. Davis, before you proceed, I want to tell you 
that this subcommittee appreciates your coming here to give us your 
help. We hope that you understand that any questions that might 
be asked of you are only because we want to get the facts. 

Mr. Davis. Yes, sir. We understand that fully. 

The CHarrMan. And we assure you that we intend to be as courte- 
ous to you as you have been to us, and as painstaking in our questions 
as you have been in helping us. 

Mr. Davis. We appreciate that, Mr. Chairman. 

In an effort to give this subcommittee a full understanding of the 
scope and activities of Aluminium Limited, we would like to present 
the position in an orderly and chronological fashion covering the 
following main topics in the following order: 

(1) Origin and description of Aluminium Limited, so that you may 
know who we are. 

(2) Alleged common control of Aleoa and Aluminium Limited. 

(3) World War IL expansion—Shipshaw. 

(4) Postwar sales in the United States. 

(5) Iron curtain sales. 

(6) 200,000 ton offer to the United States in August 1950. 

(7) British Columbia project. 

(1) Origin and description of Aluminium Limited: Aluminium 
Limited was incorporated as a Canadian company in 1928 to engage in 
the international aluminum business. Starting in 1928 with scattered 
properties in Canada and a number of other countries, the company 
has in the intervening years rounded out and integrated its operations 
in many phases of the industry from mining and power generation 
through processing and distribution. 

At its inception Aluminium Limited acquired, in exchange for its 
own capital stock, equity interests in various companies then owned 
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by Aluminum Co, of America. Some of these enterprises, notably 
Aluminum Co. of Canada, Lid., had already made substantial begin- 
nings in various branches of the industry many years earlier. From 
the beginning the prine ipal subsidiary of Aluminium Limited has been 
Aluminum Co. of Canada, Ltd., often referred to as Alcan for short 
The development of Alcan’s busine 88, particularly in the production of 
aluminum ingot in the Province of Quebec, has been the main source 
of Aluminium Limited’ s growth. Today approximately 80 percent of 
the consolidated gross fixed assets of Aluminium Limited are located 
in Canada. 

The main source of our bauxite is and has been British Guiana. We 
are now developing additional bauxite reserves in Jamaica where an 
alumina plant is being built and in French West Africa. 

While the main part of our business is the generation of hydroelectriu 
power and the production of primary aluminum, we do have aluminum 
fabricating operations representing roughly 13 percent of our gross 
fixed assets. Our largest fabricating facilities are located in England, 
Canada, and Switzerland. Unlike the major aluminum companies in 
the United States, we are not so heavily engaged in the fabricating end 
of the industry as they are. The total fabricating capacity of all our 
subsidiaries is less than 50 percent of our ingot-producing capacity 

The CrarrMan. If the fabricating capacity is less than 50 percent 
of your ingot capacity, you use, in other words, about 50 percent of 
your ingots for fabrication? 

Mr. Davis. Mr. Chairman, that does not ni cessarily follow The 
capacity is very often—well, invariably, it is much larger than the 
actual use of the capacity. Over the years, I would th that we have 
fabricated approximately one-third of our production. That i 
contrast to some of the American companies which have fabricating 

capacity which is twice their ingot-producing capacity. 

Mr. Wi.son. You mean, you very seldom use your fabricating 

capacity? 

Mr. Davis. We use as much as we can, though we have to be pre- 
pared for a variety of demands in a variety of fields, and it does not 
follow that we can put-all of our fabricating capacity to full use. Over 
the years, we have fabricated approximately one-third of the total 
that we produced. 

The CuatrMan. When you use that term, “total capacity of all 
our subsidiaries,’’ you do not include Alcoa? 

Mr. Davis. Oh, no; Alcoa is no subsidiary of ours. 

The CuarrMaNn. But you have an affiliation with it? 

Mr. Davis. We are coming to that later, Mr. Chairman. 

The CuHarrMan. Very well. 

Mr. Bryson. It would be to your financial interest to fabricate 
more than you do? 

Mr. Davis. No, sir; that does not necessarily follow. 

Mr. Bryson. I was thinking that the more finished goods that you 
manufacture for sale, every step in the finishing would be a profit. 

Mr. Davis. Yes, sir; in that sense, that is quite true. However 
our forte, if we may call it that, has been primarily in the ingot busi- 
ness, and we are attempting production on as economical a basis as 
possible. There is a limit to what any company can do, and we have 
concentrated on the ingot field, more than on fabricating. 
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It has swung quite a bit like a pendulum. We will expand the ingot 
facilities and then, in order to consume some of the output, we have 
been forced to expand the fabricating facilities; but then it will swing 
over again in the other direction. 

Mr. Wits. Do you develop in your statement how much of the 
other two-thirds of your ingot capacity finds its way to the United 
States? 

Mr. Davis. Yes, sir; that will be covered. Would you like to go 
into that now? 

Mr. Wixuts. Oh, no. 

Mr. Davis. That will be covered. 

Although we have a larger ingot output than any producer in the 
United States, our total business in terms of dollar sales is roughly 
comparable to theirs, our 1949 sales for example being in an inter- 
mediate position between Reynolds and Alcoa. 

Our organization has always placed a great emphasis on developing 
our own hydroelectric power, and power facilities are the key to success 
in the aluminum industry. The power developments we own in 
Canada are located on the Saguenay River. This river valley, a major 
tributary of the St. Lawrence River, was largely an uninhabited 
frontier with some lumbering and agricultural operations when the 
first power development was made there in 1925 to produce aluminum. 
This original development was our Isle Maligne station with an in- 
stalled generator capacity of 540,000 horsepower. It is located 25 
miles from Arvida, the site of our main aluminum smelter. 

A few years after this initial development, the larger power project 
on the Saguenay River, known as the Shipshaw hydroelectric devil 
ment, was started. In 1931 the dam known as Shipshaw No. 1 was 
completed. This was to be the essential first stage of a much larger 
scheme but when the depression of the thirties intervened, completion 
of the Shipshaw project was postponed, leaving the first stage with an 
installed capacity of 260,000 horsepower. 

Mr. Keatrnc. Excuse me for interrupting. Are you going to say 
something later on about Shipshaw? 

Mr. Davis. Yes, sir; we have a full section on Shipshaw. 

Mr. Keartina. All right. 

Mr. Davis. In 1937 our Canadian ingot-producing capacity was 
92.5 million pounds per year. Between 1937 and 1939 we doubled 
our ingot production by building new smelting facilities and utilizing 
all the power available from the first stage of the Shipshaw project. 
With the outbreak of war in 1939 we received heavy orders for alu- 
minum from the British Government. These orders required the 
completion of the Shipshaw project in accordance with plans which 
had been on the drawing board during the depression years. There 
will be further testimony concerning the Shipshaw scheme later in 
this statement, but it should be noted here that the completion of this 
power project in 1943, in a construction period of 18 months, added 
1,140,000 horsepower to our generating facilities. 

Today we have available on the Saguenay River from all three 
power stations a firm output of 1,400,000 horsepower, sufficient to 
produce approximately 771.4 million pounds of aluminum per year. 

May I say here, gentlemen, that we use metric tons in our calcula- 
tions. I believe, in this country, the short ton is used. Our metric 
ton is 2,204 pounds as compared to 2,000 pounds for the short ton. 
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Mr. McCuttocnu. I would like to interrupt. At what price did you 
sell aluminum to the British Government in 1939? 

Mr. Davis. I do not recall the exact figure. It was based on a 
contract virtually similar, in regard to price establishment, to the con- 
tract with the United States Government. Maybe I can give you 
the figure. 

Mr. McCut.ocn. I would like to have the exact figure at your 
convenience. I do not want to interrupt your statement. 

Mr. Davis. May I come to it later? I have it here somewhere, and 
I think it will turn up. 

Mr. McCuttocn. Certainly. 

Mr. Davis. Alcan’s remaining production, expected to be approxi- 
mately 947.7 million pounds in 1951, is supported by power purchased 
from outside generating companies. We also have under construction 
a new generating station in the Saguenay district, which will be com- 
pleted in the spring of 1952. This plant will have an installed gen- 
erator caps icity of 250,000 horsepower. 

It is axiomatic in the industry that aluminum is only “packaged 
electric power.” It is some times called “canned power.” The com- 
pany is convinced that the fullest and soundest development in the 
public interest, as well as that of the industry and the company, can 
only be served by making the metal abundantly available at the low- 
est possible cost. This ‘has meant a continual search for localities 
where power can be developed cheaply and utilized in aluminum 
smelting without denying that power to other industries who can afford 
to pay more for it and employ more men per unit of energy consumed. 

As an example of what we mean, take the case of a modest aluminum 
utensil company in Canada which utilizes low-cost aluminum metal 
produced by us. This finished goods plant consumes 500 horsepower 
of electricity and employs 800 men. By way of contrast we have an 
aluminum smelter at Isle Maligne which consumes 62,000 horsepower 
of energy and employs less than 200 men. 

If one studies the history of the aluminum industry on this con- 
tinent and Europe, one will find that aluminum production has been 
forced to give way to the advance of other industries and domestic 
consumers who could bid away the power supply from aluminum. 
The producer of aluminum has almost always been caught between 
the rising value of power on the one hand and the need to keep his 
aluminum costs down if the uses of his metal were to go on expanding. 
We have, therefore, continually searched for localities where potential 
hydroelectic power, otherwise flowing uselessly to the seas, could be 
stored in the form of aluminum and utilized by consumers often at a 
great distance. Not only is this the way to get low-cost aluminum 
but it is the way to avoid the exhaustion or diversion of vital resources, 
including manpower. 

Pursuing this policy the company has since the end of World War IT 
investigated promising hydroelectric sites in many areas. The com- 
pany believes it has found an attractive site in British Columbia. 
However, this will be described later in more detail. 

The Cuarrman. You stated in your testimony that the Aluminum 
Co. of Canada was a subsidiary of Aluminium Limited. Is that 
correct? 

Mr. Davis. That is correct. 
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The Cnarrman. Now, there is another subsidiary, is there not, 
Aluminium Co. of South Africa, Pty. Ltd.; is that correct? 

Mr. Davis. That is a fully owned subsidis ary of. Aluminium Limited 

The Cuarrman. With works in South Afric: 

Mr. Davis. Yes, sir. 

The CuarrMan. Is that in English South Africa? 

Mr. Davis. Yes, sir. 

The CHarrmMan. There is another subsidiary wholly owned by 
Aluminium Limited, called the Aluminiumwerke A.-G. Rorschach 
producing sheets and foil, with works at Rorschach; is that correct? 

Mr. Davis. That is correct. 

The CHarrmMan. What country is that in? 

Mr. Davis. That is in Switzerland. 

The CHareman. There is another subsidiary of Aluminium Limited 
called Societa dell’ Alluminio Italiano, which produces primary ingots: 
is that correct? 

Mr. Davis. That is correct. 

The CHatrMan. That is in Italy? 

Mr. Davis. That is correct. 

The CuaatrMan. There is another subsidiary called Aluminio Indus- 
trial Mexicano, S. A., producing sheets and foil, with plants at Mexico 
City; is that correct? 

Mr. Davis. That is a partially owned subsidiary of Aluminium 
Limited. 

The CHarrMAN. Partially owned? 

Mr. Davis. Partially owned. 

The CHarrMaANn. To what extent? 

Mr. Davis. About 51 to 52 percent. 

The CHarrmMan. Then you have control of that Mexican subsidiary? 

Mr. Davis. Yes, sir; we have. 

The CHarrmMan. And there is an additional subsidiary called the 
Aluminiumwerke Gottingen, G. m. b. H., which is a German sub- 
sidiary of Aluminium Limited, which produc es sheets and utensils? 

Mr. D. avis. That is a fully owned subsidiary; yes, sir. 

The CHarrMan. Where is that? 

Mr. Davis. It is located in Germany. 

The CHarrMaNn. What zone? 

Mr. Davis. In the British zone of Germany. 

Mr. Wiiurs. When did that company come under you? 

Mr. Davis. That was before the war—it might have been the 
company, I do not remember clearly, that we took over from Alcoa; 
but we had it many years before the war. 

The CuHarrmMan. There is an additional subsidiary named Det 
Norske Nitridaktieselskap, producer of primary ingots, with works 
in Norway? 

Mr. Davis. That is a partially owned company, Mr. Chairman. 

The CuarrMANn. To what extent? 

Mr. Davis. One-third interest. 

The CHArRMAN. Who owns the other two-thirds? 

Mr. Davis. The British Aluminium Co. and the French aluminium 
company. They are competing companies, sir. 

The CHarrMan. Does Aluminium Limited have any interest in th. 
British Aluminium Co.? 

Mr. Davis. None whatsoever. 
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Mr. Keatine. When you say British and French, you do not mean 
owned by the British and French Governments, but simply by private 
capital? 

Mr. Davis. The British and French companies are privately owned, 
I believe, by citizens of England and France, respectively. 

The CaarrMan. Is there any common-ownership relationship be- 
tween the British and French companies? 

Mr. Davis. Not to my knowledge. 

The CHarrMAN. Now, there is the Indian Aluminium Co., Ltd. in 
India; is that a subsidiary of the Aluminium Limited? 

Mr. Davis. Yes, sir; it is partially owned. 

The CHarrMan. What percentage? 

Mr. Davis. About 83 percent. 

The CuarrMan. That operates bauxite mines, does it not? 

Mr. Davis. It operates bauxite mines and has a very small smelter, 
and also a small rolling mill. 

Mr. Keatinae. Where is that? 

Mr. Davis. The smelter is down in the southern tip of India. 

The CHAIRMAN. There are also in those plants alumina plants, are 
there not? 

Mr. Davis. Yes, sir; the Indian company has a bauxite mine at 
Bagru Hill in the Ranchi district. It has an alumina plant at Muri 
Junction and a smelter ir the southern part of India and a rolling mill 
near Calcutta. 

The CuatrmMan. Now, there is an additional subsidiary called 

N.V. Nederlandsche Aluminium Maatschappij? 

Mr. Davis. Yes, sir. 

The CHarrmMan. Which is a Dutch subsidiary producing sheet and 
extrusions at Utrecht, Holland; is that correct? 

Mr. Davis. That is partially owned. 

The CHarrMan. To what extent? 

Mr. Davis. Forty percent. 

The CHarrmMan. Who owns the other 60 percent? 

Mr. Davis. A private Dutch citizen. 

The CHarrMANn. Now, in summary, without describing all of the 
subsidiaries of Aluminium Limited, would it be correct to state that 
your principal fabricating plants are located in Australia, Canada, 
China, Denmark, Holland, India, Mexico, Norway, South Africa, 
Switzerland, and the United Kingdom; is that correct? 

Mr. Davis. We have interests in some fabricating plants in those 
areas. If I could for your information put them in the order of size 
our main fabricating plant is in England. Second in size is the fabri- 
cating plant in Canada. Third is the fabricating plant in Switzerland. 
The other plants are all relatively small and are located in Holland, 
in which we do not have a controlling interest; in Norway and Den- 
mark, in which we have a half-interest; in South Africa, Mexico, India, 
and China. 

Mr. Keatine. Where in China? 

Mr. Davis. In Shanghai. . 

Mr. Keatine. Are they operating now? 

Mr. Davis. To the best of my knowledge, it is operating. They 
are doing their best to keep their head above water. 

Mr. Keating. Do you have representatives out there? 

Mr. Davis. Yes, sir; we have representatives out there. 
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Mr. Keatine. Does the Communist Government of China, which 
has taken over that area, endeavor to do away with your plant or to 
take away operation and control of that plant, to your knowledge? 

Mr. Davis. They have made it extremely difficult, as difficult as 
they possibly can, but they have not taken over the plant, and our 
people over there are running it as best they can, to keep from going 
bankrupt; but the taxes levied are becoming higher and higher, and 
we believe they are trying to squeeze us out. 

Mr. Keratina. Is your plant at Shanghai in a position to make 
shipments of fabricated aluminum produced at your direction to other 
parts of the world? 

Mr. Davis. Oh, no, sir. 

The CuarrMan. In addition to those fabricating plants you have 
touched upon, you have bauxite mines in British Guiana, French 
West Africa, Greece, India, Italy, Jamaica, and Newfoundland; is 
that correct? 

Mr. Davis. Mr. Chairman, Newfoundland is not correct. In 
Newfoundland we have fluorspar mines, but we have bauxite in the 
other areas mentioned, except Italy. 

Mr. Kratinc. Would you grade those in the order of importance? 

Mr. Davis. British Guiana is the most important; secondly, 
Jamaica would appear to be important from the point of view of size; 
thirdly, the Gold Coast in West Africa. 

Mr. Keartina. Is India much of a source of bauxite? 

Mr. Davis. We believe there is ample bauxite there, but I doubt 
if it would compare with British Guiana or West Africa in tonnage. 

The CuarrmMan. Considering the commercial bauxite, generally, 
what is the percentage of the world’s supply controlled by your com- 
pany? 

Mr. Davis. I have no idea, Mr. Chairman. It would be small. 

The CHarrmMan. A small part of the world’s supply? 

Mr. Davis. Yes, sir; it would be small. 

The CuartrMAn. Considering the high-grade bauxite, how much of 
that does your company control? 

Mr. Davis. I do not know, Mr. Chairman, because I do not know 
how much bauxite the other companies have. 

The Cuarrman. Are there any other contries where there are 
valuable bauxite deposits, other than those enumerated? 

Mr. Davis. Yes, Mr. Chairman, there are. There is bauxite in 
Brazil; there is bauxite in Haiti; there is bauxite in Greece; there is 
bauxite in French West Africa, in India-— 

The CHarrMaNn. You have some deposits in India? 

Mr. Davis. We have some deposits in India. 

The CuarrMan. | mean, are there any other countries where there 
is bauxite other than enumerated? 

Mr. Davis. Did you enumerate Malaya? There are deposits in 
Malaya. There are small deposits in the Caroline Islands. There 
is a relatively large deposit in the Netherlands East Indies. 

The CuarrMan. Now, you have yoyr principal smelters at Canada, 
India, Italy, Norway, and Sweden: is that correct? 

Mr. Davis. Yes, sir. Our smelters outside of Canada are very 
small. 

The CuarrMan. Is Aluminium Limited a member of the aluminum 
cartel? 

Mr. Davis. No, sir; it is not. 
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The Cuarrman. Was it ever a member? 

Mr. Davis. Yes, sir. In the depression years, Aluminium Limited 
was a member of the Alliance Aluminium Compagnie, which is often 
referred to as a cartel. The activities of the Alliance ceased to function 
in about 1938. It is now in liquidation. 

The CuatrMAN. Did your company withdraw from that alliance, 
that cartel, in 1938, or, if not, when? 

Mr. Davis. No, sir; it was later. I can give you full information 
on that, if you would like it. 

The CuarrMan. Yes; we would like to have it. 

Mr. Davis. As you may recall, Mr. Chairman, Aluminium Limited 
was before the courts with Aluminum Co. of America, in the trials 
against Aleoa and Aluminium Limited. We were released from the 
court in 1945 or 1946, if my memory is correct. 

The court only found one objection to our activities. In the deci- 
sion rendered on March 12, 1945, on appeal from the July 23, 1942, 
judgment of the district court, in an action brought by the Depart- 
ment of Justice against Alcoa, Aluminium Limited, and others, the 
circuit court of appeals found that while there was no evidence that the 
activities of the Alliance Co. had influenced imports of aluminum into 
the United States, ‘‘the intention of the underlying agreement had been 
intended to effect such imports and as such was unlawful.”’ 

The court found “that even though this agreement had been inop- 
erative since 1938, provision should be made by means of an injunc- 
tion against the resumption by Aluminium Limited of any part in the 
Alliance agreement and Aluminium Limited entering into any similar 
agreement in future.” 

The CuatrMAN. There was an injunction against Aluminium 
Limited with reference to that cartel? 

Mr. Davis. With reference to any cartel, Mr. Chairman. 

The CHarrMan. Any cartel? 

Mr. Davis. And that is our strictest rule. 

The CHarrman. And, following that injunction, you have with- 
drawn from that cartel? 

Mr. Davis. Yes, sir. The board of directors of Aluminium Limited 
on May 17, 1945, passed a resolution denouncing, formally, any and 
all agreements between it and the shareholders of Alliance and called 
for the dissolution of the company. That is now as dead as a dodo. 

Mr. Keating. Was that Alliance Co. a Canadian corporation or 
British? 

Mr. Davis. It was a Swiss corporation. 

Mr. Wits. Is that the decision in 148 Federal Supplements? 

The CHarrMan. It was a decision by Judge Hand; is that correct? 

Mr. Davis. That is correct. 

Mr. Wits. Do you have the citation before you? 

Mr. Davis. No; 1 do not have it before me here, Mr. Congressman. 

The Cuatrrman. And the purpose of that cartel, I take it, was the 
usual purpose of cartels, that is, to fix prices and to divide markets? 

Mr. Davis. Mr. Chairman, I have never understood it. It was 
before my time in the company, and I am sure very few people in the 
company ever did understand it. 

The CuarrmMan. You have no knowledge of it? 

Mr. Davis. I have no knowledge of it. 

The CHarrman. No knowledge of the purposes and objectives? 

Mr. Davis. No. 
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Mr. Wiison. Was Aluminium Limited formed by Alcoa? 

Mr. Davis. Yes, sir; it was, in 1928. 

Mr. Witson. Why? 

Mr. Davis. Why? I think there 
Aluminium Limited was formed. 

Firstly, it was the feeling that the foreign property then held by 
Alcoa could better be handled and would be more profitable if it was 
separated. I believe the wisdom of that decision has been shown. 

Secondly, at that time there was a great deal of nationalism in the 
world. There was the slogan, ‘‘Buy British,”’ and other such slogans 

Accordingly, Aluminium Limited was set up as a Canadian compan) 
and did enjoy the tariff privileges of a company operated and located 
within the British Commonwealth of Nations. 

I believe those are the two main reasons why Aluminium Limited 
was set up. 

The CuHarrman. The Chair will insert in the record at this point 
the list of subsidiaries of Aluminium Limited supplied by you, Mr. 


are two main reasons why 


Davis. 


(The list of subsidiaries referred to are as follows: 


Aluminium Limited affiliated companies, by nature of operations or functions 


Name of company 


MINING 


Bauxites du Midi 


Delphi Bauxites S. A 


Demerara Bauxite Co., Ltd. 


Indian Aluminium Co., Ltd 
Jamaica Bauxites Limited 
Newfoundland Flourspar Lim- 
Plant ition Bauxite Co., Ltd_. 


TRANSPORTATION 


Chaguarainas Terminals Lim- 
ited. 


Saguenay Terminals Limited 
The Alma & Jonquiéres Ry. Co 
The Roberval & Saguenay Ry. 
Co. 
POWER 


A/S Kinservik._.-- 


A/S Norsk Aluminium Co-... 
A/S Tyssefaldene 

Alu.ninum Co. of Canada, Ltd 
Saguenay Electric Co 


Ltd 


Saguenay Power Co., 


Saguenay Transmission Co., Ltd'-. 


Societa dell’ Alluminio Italiano 


Place of incor- 
poration 


France 


Greece 


British Guiana 


India 
Jamaica 
Newfoundland 


British Guiana 


Canada 


Quebec 


do 


do 


Norway 


Canada 
Quebec.._. 
as 
do 


Italy 


Business 


Owns and bauxite mines at Brignok 
France 
West Africa 

Owns bauxite mines in Greece, north of the Gulf 
Corinth. 

Owns and le1ses bauxite deposits and operates mink 
and facilities for preparation and hondling of vari: 
grades of bauxite at Mackenzie, British Guian 

Owns and operates bauxite mine at Bagru H 
Ranchi district, India. 

Developing bauxite properties 
Jamaica. 

Owns end operates flourspar mine at St 
Newfoundland 

Holds leases on bauxite deposits in British Guiar 


operates 


near Mandevil 


Lawrence 


Owns and operates a bauxite transshipping stat 
with dock and warehouse at Port-of-Spain, Tr 
dad. 

Owns and charters ships, and operates docks 
warehouses at Port Alfred, Quebec 

Owns and operates a railway from Isle 
Quebec, to Canadian National Rys. 
Saguerf&y main line 

Owns and operates a railway from Port Alfred t 
Arvida, Quebec. 


Maligne 
Montr 


Owns and operates hydroelectric power statior 
Kinservik, Norway, serving domestic local requ 
ments. 

Owns and operates hydroelectric power statior 
Héyanger, Norway. 

Produces hydroelectric power from Tysse wat 
course, Norway, for sale to industrial users. 

Owns and operates Shipshaw hydroelectric po 
stations near Arvida, Quebee 

Distributes electricity for domestic consumption 
Saguenay district, Quebec 

Owns and operates hydroelectric power station 
Isle Maligne, Quebec 

Transmits electric power wholesale to large user 
Saguenay district, Quebec. 

Owns and operates hydroelectric plant at Bo 
franco d’Ivrea, northern Italy. 





Developing bauxite properties in French 





STUDY OF MONOPOLY POWER 


Aluminium Limited affiliated companies, hy nature of operations or functions—Con. 


Place of incor- 


Name of comr ” 
Name of company poration 


ALUMINUM PRODUCTION 


4B Svenska Aluminiumkom- | Sweden 
paniet : . 
4/8 Norsk Aluminium Co Norway 


\Juminium Co. of Canada, Ltd | Canada 


Det Norske Nitridaktieselskap Norway 

Indian Aluminium Co., Ltd India 

Societa dell’ Alluminio Italiano Italy 
ALUMINIUM FARRICATION 

4/8 Nordisk Aluminiumindustri | Norway 

Aluminio do Brasil, 8. A Brazil 


Aluminio Industrial Mexicano, | Mexico 
S.A 

Aluminium Co. of South Africa | Union of South 
Ptg.) Ltd Africa. 

Aluminium M‘ridional France 

Toyo Aluminium K. K Japan 

Aluminiumwerke A.-G. Ror Switzerland 
schach. 

Aluminiumwerke Géttingen G. | Germany 
m. b. H. 

Aluminiumwerke Niirnberg G. |.....do 
m. b ‘ 

Aluminum Co. of Canada, Ltd Canada 


Aluminum Goods Limited. -- do 


Australian Aluminium Co. Pty Victoria 
Ltd. 

Chinese Aluminium Rolling | Switzerland 
Mills, Ltd 

Dansk Aluminium Industri | Denmark 
A/S 

Indian Aluminium Co., Ltd India 

Jeewanlal (1929) Limited do 


N. V. Nederlandsche Aluminium | Holland 
Maatschappij 
Northern Aluminium Co., Ltd England 
INTERNATIONAL SELLING 


Aluminium Union Limited Canada 


Aluminum Import Corp New York 


L’Aluminium Commercial 8. A.| Switzerland 


GROUP MANACEMENT 
luminium Fiduciaries Limited. Quebec 
luminium Laboratories | Canada 
Limited, 


\ 
A 


Aluminium Secretariat Limited ...do 
Aluminium Securities Limited ...do 
Aluminium Union Limited do 


Business 


Produces primary ingot at Mansbo and Kubiken- 
borg, Sweden 

Produces alumina and primary ingot at Hgyanger, 
Norway 

Produces synthetic cryolite, fluoride, and alumina at 
Arvida, Quebec, and primary ingot and pig a 
Arvida, Isle Maligne and Shawinigan Falls, Que- 
bec 

Produces primary ingot at Eydehavn and Tyssedal, 
Norway 

Produces alumina at Muri Junction, India, and pri- 
mary ingot at Alupuram, India 

Produces primary ingot at Borgofranco d'’Ivrea, 
northern Italy 


Produces sheet, castings, and utensils, and does 
jobbing at Holmestrand, Norway 

Produces utensils and foil at Utinga, near Sdo Paulo, 
trazil 

Produces sheet, foil and paste, near Mexico City, 
Mexico. 

Produces sheet and foil at Pietermaritzburg, Union of 
South Africa. 

Produces aluminium paste at Bedous France. 

Produces sheet and foil at Osaka, Japan. 

Produces sheet and foil at Rorschach, Switzerland 


Produces sheet and utensils and does jobbing at 
Gottingen, Germany 
Produces castings at Niirnberg, Germany 


Produces sheet, foil, extrusions, cable, wire, forgings, 
castings, and aluminium paste at Arvida and Sha- 
winigan Falls, Quebec, and Kingston, and Etobi- 
coke, Ontario 

Produces utensils and does jobbing at Toronto, 
Ontario. 

Produces sheet, extrusions, forgings, and castings at 
Sydney, Australia. 

Produces sheet and foil at Shanghai, China 


Produces utensils and does jobbing at Copenhagen, 
Denmark 

Produces sheet at Belur, India 

Produces utensils and does jobbing at Bombay, 
Belur, and Madras, India, and Aden, Arabia 

Produces sheet and extrusions at Utrecht, Holland 


Produces sheet, extrusions, castings, rod, wire, forg 
ngs, and aluminium paste at Banbury, Birming- 
ham, and Rogerstone, England. 


International distributing company with offices at 
Sydney, Australia; Montreal, Canada; Shanghai, 
China; London, England; Calcutta, India; and 
Tokyo, Japan, and resident representatives at 
Paris, France; Hong Kong; Djakarta, Indonesia; 
Karachi, Pakistan; Madrid, Spain; Stockholm, 
Sweden; and Bangkok, Thailand. 

International distributing company with offices at 
Buenos Aires, Argentina; Sao Paulo, Brazil, and 
New York, United States of America, and resident 
representative at Mexico City, Mexico 

International distributing company with office at 


Ziirich, Switzerland 


Public and employee relations 

Research engineering, and geological exploration 
with research laboratories at Kingston and Arvida, 
Canada, and Banbury, England 

Corporate procedure 

Financial management. 

Sales management 
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Aluminium Limited affiliated companies, by nature of operations or functions—Con. 


r Place of incor- 
f of ec y y Py i 
Name of company poration Business 


CORRESPONDENTS AND 
MISCELLANEOUS 


Magnesium Co. of Canada, Ltd Conducts trading operations in magnesium at 
j Montreal, Quebec. 
Sprostons Limited. am British Guiana __| Shipping, trading and miscellaneous services with 
offices at Georgetown, British Guiana, Kingston 
Jamaica, and Port-of-Spain, Trinidad. j 
Stand Corp ..-| New York.... Correspondent in the United States of the Alumi 
nium Limited group of companies with offices at 
New York and Boston. 
Stand Limited -_.................| England Correspondent in England of the Aluminium 
Limited group of companies with office at London 
Stand S. A.....-... Switzerland Correspondent in Switzerland of the Aluminiun 
Limited group of companies with office at Geneva. 








The CHarrMan. Would it be correct to state, that for the vear 
1949, Aluminium Limited, in its integrated operations throughout 
the world, produced 1,700,000 metric tons of bauxite; approximately 
9%, billion kilowatts of electric power; and more than 120,000 metric 
tons of fabricated aluminum products? 

Mr. Davis. Mr. Chairman, could I have those figures again? 
They are pretty big. 

The CuarrmMan. Those figures were gathered from your prospectus, 
where they are tabulated. I will give them again. 

In the year 1948, Aluminium Limited, in all of its integrated opera- 
tions throughout the world, produced 1,700,000 metric tons of bauxite. 

Mr. Davis. That sounds about correct, sir. 

The CHarrmMan. And about 9% billion kilowatt-hours of electric 
power? 

Mr. Davis. I cannot multiply that fast, Mr. Chairman. In horse- 
power, it probably would be about 1,300,000 horsepower. 

The CHarrMan. Well, you can check the figures and 

Mr. Davis. I think it must be correct. 

The CuarrmMan. And produced 120,000 metric tons of fabricated 
aluminum products? 

Mr. Davis. That’s right. 

Mr. Keatine. Does that include the companies wholly or partially 
owned? 

The CuatrMAN. Well, it mentions the subsidiaries in that respect. 

Now, would it be correct to state that in 1949, Aluminium Limited, 
with its integrated subsidiaries alone accounted for about 25 percent 
of the world’s aluminum production? I am again reading from the 
prospectus. 

Mr. Davis. I imagine that excludes Russia, because nobody knows 
what Russia is producing; but that figure would be approximately 


correct. “ ; 
The CHAtRMAN. We have that information from the Kitimat 


prospectus. 

In the prospectus, it says that there are 50 million of 3% percent 
sinking-fund debentures issued by a Canadian investment banking 
outfit. In the operation of the company, these figures are indicated. 

Mr. Davis. That would be correct, Mr. Chairman. May I men- 
tion, sir, that has no reference to Kitimat. 
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The Cuarrman. I will place this entire prospectus in the record at 


this juncture. 
(The prospectus referred to is as follows:) 


The 34% Sinking Fund Debentures referred to herein are not registered under 
the United States Securities Act of 1933, as amended, and are being offered in 
Canada, but not in the United States of America. This Prospectus is not, and 
under no circumstances is to be construed as, an offering of any of this issue for 
sale in the United States of America or the territories or possesions thereof, or an 
offering to any resident thereof or a solicitation therein of an offer to buy any of 
this issue. 


{A copy of this Prospectus has been filed with the Secretary of State of Canada in accordance with the 
provisions of The Companies Act, 1934] 


New Issue, $50,000,000 
Aluminum Company of Canada, Limited 


(Incorporated under the laws of Canada) 
34% Sinkinc Funp DEBENTURES 
To be dated January 2, 1951—to mature January 2, 1971 


The Debentures of this issue are direct obligations of the Company but are 
not secured by hypothec, mortgage or other charge. 

Principal of the Debentures of this issue, half-yearly interest thereon (January 2 
and July 2) and redemption premium, if any, will be payable in lawful money of 
Canada at any branch in Canada of the bank designated in the Debentures. 
The Debentures will be in coupon form in the denomination of $1,000 with pro- 
vision for registration as to principal only, and in fully registered form in denomi- 
nations of $1,000, $5,000, $10,000 and authorized multiples thereof; the coupon 
Debentures and the fully registered Debentures to be interchangeable and register- 
able, subject to the provisions of the Trust Agreement, in Montreal, Toronto, 
Winnipeg and Vancouver. This issue is redeemable prior to maturity at any 
time in whole, or from time to time in part, upon prior notice of not less than 
thirty (30) days, at the option of the Company, at the following percentages of 
the principal amount thereof, with in each case accrued interest to the date 
fixed for redemption: 


Percent 
If redeemed on or before January 2, 1953............................ 103. 00 
Thereafter and on or before January 2, 1953__.......-.-------------- 102. 70 
Thereafter and on or before January 2, 1954.._............------- . 102. 40 
Thereafter and on or before January 2, 1955___._---. pata RE ee 3 ts 102. 15 
Thereafter and on or before January 2, 1956_._......_.-_------------ 101. 90 
Thereafter and on or before January 2, 1957_._..........-..---------- 101. 70 
Thereafter and on or before January 2, 1958__._.............-------- 101. 50 
Thereafter and on or before January 2, 1959_.___......---.-.--------- 101. 30 
Thereafter and on or before January 2, 1960_.____...._..---.-------- 101. 15 
Thereafter and on or before January 2, 1961__.._....-...-.---------- 101. 00 
Thereafter and on or before January 2, 1962_.................-------- 100. 85 
Thereafter and on or before January 2, 1963_.............----------- 100. 70 
Thereafter and on or before January 2, 1964_..._._....-.-.-----.---- 100. 60 
Thereafter and on or before January 2, 1965.............------------ 100. 50 
Thereafter and on or before January 2, 1966___...__.....------------ 100. 40 
Thereafter and on or before January 2, 1967___._.....-...----.-------- 100. 30 
Thereafter and on or before January 2, 1968_____........-.---------- 100. 20 
Thereafter and on or before January 2, 1969_..._..__......_.-------- 100. 10 


Thereafter and prior to maturity - ------ a ae a ae 100. 00 


The Trustee will have the right in each year to call by lot Debentures of this 
issue for redemption on at least thirty days’ prior notice at the principal amount 
thereof with accrued interest but only to the extent necessary to meet mandatory 
Sinking Fund requirements for such year. 

The Company may purchase at any time, and from time to time, Debentures of 
this issue in the open market or by private contract, at a price not exceeding the 
then current redemption price for Debentures of this issue, with accrued interest 
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to the date of purchase, plus the cost of purchase, which cost shall not exceed 
% of 1% of the principal amount of Debentures so purchased, and further, the 
Company may also purchase from time to time, without limitation as to price 
Debentures of this issue to an amount equivalent to one year’s sinking fund require 
ment, but only to the extent that such requirement has not otherwise been satisfied 
in any such year by purchase or redemption. 

The Company will covenant in the Trust Agreement to provide a Sinking Fund 
commencing January 1954 to retire $32,500,000, equal to 65%, of the principal! 
amount of Debentures of this issue prior to the maturity thereof. 

As hereinafter more specifically stated, the Company now has outstandin, 
$35,449,000 First Mortgage 34% Sinking Fund Bonds due 1974, and also has 
a contractual obligation for annual payments, secured by second hypothec, com- 
mutation value of which on October 31, 1950, was $10,725,000, which amounts it 
covenants not to increase. The said Bonds and obligation, being secured o1 
certain assets, rank ahead of the Debentures of this issue. The right of the Com 
pany and of its subsidiaries to make or create secured obligations will be restricted 
and governed by provisions of the Trust Agreement to the effect set out herei: 
under “Certain Provisions of the Trust Agreement.” 


TRUSTEE: THE ROYAL TRUST COMPANY 


In the opinion of our Counsel, the Debentures of this issue will be investments 
in which The Canadian and British Insurance Companies Act, 1932, as amended 
states that companies registered under it may, without availing themselves of the 
provisions of subsection (4) of Section 60 of the said Act, invest their funds. 


We, as principals offer these Debentures, if, as, and when issued by Aluminun 
Company of Canada, Limited, and accepted by us, subject to the approval of all 
legal matters by Messrs. Geoffrion and Prud’homme on behalf of the Company 
and by Messrs. Montgomery, McMichael, Common, Howard, Forsyth & Ker 
on our behalf. 

Price: 100 AND AccrurED INTEREST 


It is expected that Temporary Debentures, later exchangeable for Definitive 
Debentures, will be available for delivery in Montreal, Toronto, Winnipeg, and 
Vancouver on or about January 3, 1951. 

The right is reserved to reject any or all applications and also in any case t 
award a smaller amount than is applied for. 


THE COMPANY 


Aluminum Company of Canada, Limited, is a wholly owned, and the principal 
subsidiary of Aluminium Limited which is one of the world’s large enterprises 
being responsible in 1949 for about 25% of world aluminum production. Alu 
minium Limited was incorporated in 1928 in Canada as a holding company 
acquire the foreign business of Aluminum Company of America, which had in 
cluded aluminum production in Canada since 1900. Through its subsidiaries 
Aluminium Limited is engaged principally in the production and sale of aluminum 
ingots and fabricated products, and the development of hydroelectric powe1 
In addition to its Canadian enterprises it maintains, through subsidiaries and 
affiliated companies, smelting, fabricating, and bauxite mining operations in 2. 
countries, with sales outlets in more than 80 countries, 

Aluminum Company of Canada, Limited (herein referred to as the ‘Com 
pany”), was incorporated in 1902 as Northern Aluminum Company (Limited 
and is engaged principally in the production, semifabrication, and sale of alumi 
num in various forms, and in the generating of hydroelectric energy. Together: 
with its own subsidiaries, it represents over 70% of the gross fixed consolidated 
assets of Aluminium Limited. Through subsidiaries the Company owns and 
operates bauxite mines, dock and terminal facilities, a railway in British Guiana 
bauxite storage and transshipment facilities, dock facilities in Trinidad, in addi 
tion to shipping, railrosd, and terminal installations in Canade. The growth of 
the Company is a reflection of the development of the aluminum industry gen- 
erally, which has tended to double its output each decade since its commercial 
history opened sixty years ago. 

The operation of a successful aluminum production industry requires primari|) 
abundant electric power, smelting facilities, long-term bauxite reserves, and th 
means of economic transportation of raw materials and ingot aluminum. 
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‘he Company ’s prine ipal smelting operations are now carried on at Arvida and 
Isle Maligne in the Saguenay Valley, supported by the great power developments 
on the Saguenay River, and at Shawinigan Falls, all in the Province of Quebec, 
while fabricating operations are carried on at Shawinigan Falls in the Province of 
Quebec, and at Kingston and Etobicoke in the Province of Ontario, all as more 
fully set out below. 

The Company | s subsidiaries, all wholly owned, are: Aluminum Power Com- 

any, Lt Chaguaramas Terminals Limited, Demerara Bauxite Company, Ltd., 

Nev vfound iland Fluorspar Limited, Saguenay Terminals Limited, The Roberval 
| Saguenay Railway Company. 

Two other presently owned subsidiaries, Aluminum Goods Limited and Spros- 
s, Limited, will become direct subsidiaries of Aluminium Limited on December 
1950. 

POWER 


The importance of the power factor in the aluminum industry is apparent from 
the fact that the consumption of about 330,000 horsepower- years of electric 
energy is required in the production of 100,000 metric tons of metal. 

Power for the Company’s principal operations at Arvida is obtained primarily 
from its Shipshaw development on the Saguenay River which has an installed 
generating capacity of 1,500,000 h. p. Power for the plant at Isle Maligne is 
largely purchased from Saguenay Power Company, Ltd., which is a subsidiary 
of Aluminium Limited (the parent company). These installations in the Saguenay 
Valley represent one of t*e world’s major hydroelectric power developments. 

The Shipshaw development, consisting of two power stations near Arvida, 
itilizes the full fall of the Saguenay River from the tail race of the Isle Maligne 
station to tidewater, 35 miles downstream. ‘he development includes water 
regulating works on rivers flowing into Lake St. John. Shipshaw No. 1 (com- 
pleted in 1931) consists of a concrete dam, 3,000 ft. long and 192 ft. high, spanning 
the river, with a power house of concrete construction containing four Francis-type. 
turbines and A. C. generators with a total generating capacity of 300,000 h. p 
Shipshaw No. 2 (completed in 1943-44) consists of a canal 1} miles long, taking 
water from the forebay of No. 1, five concrete dams totalling 5,800 ft. in length, 
and a concrete powerhouse, supplied by six tunnels, containing twelve francis-ty pe 
turbines and A. C. generators with a total generating capacity of 1,200,000 h. p 

The storage reservoirs are situated at Passe Dangereuse on the Peribonka River I 
90 miles northeast of Lake St. John, and at Lake Manouan. Combined usef 
water storage, including Lake St. John, is 400 billion cu. ft., accumulated from a 
waters ay of approximately 30,000 square miles. 

The Company is at present engaged in a major development consisting of the 
onstruction of a new hydro-electric generating station at Chute du Diable on the 
Peribonka River north of Lake St. John which, when completed in 1952, at an 

imated cost of $31,000,000, will have an estimated installed generating capacit, 
of 250,000 h. p. Its output will augment the power supply available to the Com- 
anv for the reactivation of certain smelting capacity which has not been used in 
recent years. 

Further details of these developments will be found in the material descriptive of 

e individual plants of the Company which appears in the following paragraphs. 

The Company has applied, insofar as it may be required, for the a ithorization 
by the Quebee Provincial Electricity Board of the issue of the Debentures offered 
s Prospectus and such authorization has been obtained. 

he Quebee Provincial Electricity Board has jurisdiction over undertakings for 
he production, sale or distribution of electricity in the Province of Quebec. 


SMELTING AND FABRICATION 


In 1949 world production of aluminum had reached an estimated total of 
approximately 1,300,000 metric tons of which the Company accounted for approxi- 
mately 335,000 metric tons. While a production rate of 500,000 metric tons per 
annum was achieved early in 1944 for wartime requirements, this high rate was 

ly made possible through the temporary diversion of power supplied by outside 
generating capacity, from less essential uses, to the extent of some 30% of the 
power required to reach this peak. At the conclusion of hostilities, many ‘of these 
wartime units were closed down. Upon completion of the current construction 
programme as outlined under separate plant headings below, it is estimated that 
the total smelting capacity of the Company will be in excess of 450,000 metric 

per annum by April 1951. 
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The principal smelting and fabricating properties are: 


Arvipa—This is the largest niger wef keegan plant in the world, situated 110 
miles northeast of Quebec City on the Saguenay River, and in the vicinity of the 
Company-owned Shipshaw hydro-electric power development. The first plant 
units were constructed in 1925 and subsequent additions have been made at 
intervals, particularly during the years 1937-43. There are 22 “‘pot-lines” with a 
present capacity of approximately 320,000 metric tons of aluminum per year in 
the form of remelting ingot, sheet ingot, extrusion ingot, and wirebar. Other 
products, storage and boiler plant capacity are as follows: 

Capacity Capaci'y 

(metric tons (metric t 
Products: per year) | Storage: per year 

Bauxite (at Port Alfred)__ 200, 000 
|. ae 
Electrode paste Petroleum Coke__........ 438, 000 
Refined fluorspar A ET TE 
Sulphuric acid Fuel oil. _........Bbls__ 175, 000 
Aluminum fluoride Fuel oil (at Port Alfred) 
Artificial cryolite Bbls__ 228, 000 
Aluminum sulphate______ Salt (at Port Alfred)_.._.. 16, 000 
arg Boiler plant: Lbs. per hr 

Fuel-fired steam___- _. 979, 000 

Electric steam . 353, 000 





Aluminum paint pigment 


The works also have completely equipped offices, chemical and spectrographic 
laboratories, repair shops, machine shop, and warehouses. 

Company-owned land in the area totals approximately 7,000 acres, including 
much of the land occupied by the town of Arvida. The town has been developed 
according to plan since it was laid out in 1925. The population is about 11,600 
of whom approximately 70% live in 1,397 Company-owned dwellings. The 
Company also owns two hotels, arena and recreational centre, hospital, and three 
business blocks. 

Isle Maligne.—This is a single pot-line aluminum reduction plant built in 1943. 
Capacity is 20,000 metric tons of aluminum ingot per year. The works als 
includes an atomizing plant for producing aluminum powder. At present another 
pot line is nearing completion at Isle Maligne at a capital cost of approximately 
$3,600,000, which will be capable of producing an additional 20,000 metric tons 
of ingot per vear. 

Beauharnois.—This is a two-pot-line reduction plant built and operated dur- 
ing World War II and is situated 25 miles southwest of Montreal. For some 
time this plant has been idle. It is presently being prepared for producing 
upwards of 32,000 metric tons a year, at a capital cost of over $750,000. 

Shawinigan Falls.—This works, at Shawinigan Falls, Quebec, consists of two 
plants on separate locations. Plant No. 1, constructed as a reduction plant ii 
1900 with subsequent additions, is now used exclusively for the fabrication of 
aluminum into wire, cable, and cable accessories (capacity approximately 13,500 
metric tons per year). Plant No. 2, constructed in 1941-42, is a 4-pot-line 
reduction plant, with a capacity of 60,000 metric tons of aluminum remelting 
ingot, sheet ingot, and wire bar per year. Other facilities include an electrode 
paste plant (capacity 72,000 metric tons per year). Power for the Shawiniga' 
facilities is normally purchased from an outside supplier. Of the Plant No. 2 
capacity just referred to, only 15,000 metric tons has been fully employed through- 
out this year owing to lack of available primary power. A further 30,000 metric 
tons has been employed intermittently as power was available. In anticipatio: 
of additional power becoming available, the remaining 15,000 metric tons per 
annum capacity has been prepared for production at a capital cost of about 
$400,000. 

Starting up expenses at the above three plants, including pot linings, bath, 
and other items necessary for operation of additional pot-room facilities are 
estimated at approximately $4,450,000. : 

Kingston.—This plant, located at Kingston, Ontario, was put into operation 
in 1940 and extensions have been made almost continuously since. It is used 
primarily for the semifabrication of aluminum and aluminum alloy sheet a! 
strip (capacity 27,200 metric tons per year), extruded shapes and tubes (capacit 
10,900 metric tons per year), forgings (capacity 3,500 metric tons per year), anc 
foil (capacity 1,880 metric tons per year). 
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Etobicoke.—This plant, located approximately 10 miles west of Toronto, 
Ontario, was put into operation in 1943. It is used primarily for the production 
of aluminum-alloy sand castings (capacity 2,675 metric tons per year), and 
permanent mould castings (capacity 3,800 metric tons per year). 


RAW MATERIALS 


The principal raw material required for the production of aluminum is bauxite. 
About four tons of high-grade bauxite are used to produce one ton of metal. In 
addition, about three tons of other materials are consumed in producing this 
amount of aluminum, the most important being fluorspar, cryolite, petroleum 
coke, pitch, caustic soda, sulphur, and lime. 

The Company’s main supply of bauxite comes from properties operated through 
a wholly owned subsidiary in British Guiana, Demerara Bauxite Company, Ltd. 
Open-pit mines are located near Mackenzie, 62 miles up the Demerara River 
from Georgetown. A plant for crushing, washing, drying, and calcining the 
bauxite is located at Mackenzie, complete with diesel power plant, laboratory, 
repair shops, warehouses, bauxite storage buildings, offices, etc. The plant 
includes a timber and concrete wharf 970 feet long, equipped with two loading 
towers for the rapid loading of ocean vessels. Annual capacity for dried bauxite 
is 2,000,000 metric tons, and for calcined bauxite, 80,000 metric tons. 

The plant buildings have been erected at various times from 1917 to 1944, but 
the average age of the buildings and equipment is less than 10 vears. Demerara 

Jauxite Company, Ltd., owns houses, hospital, school, and other town-site 
structures. 

The railroad extends from Mackenzie to the various mines, total main line 
trackage being approximately 60 miles. 

Plant and mineral land held in fee amounts to approximately 18,178 acres, 
not including 4,391 acres of mineral lands, without surface ownership, held in 
perpetuity. In addition there are approximately 25,887 acres of mineral land 
under lease from the British Guiana Government (including 15,385 acres in the 
process of being granted). 1,271 square miles of Crown land believed to be 
mineral bearing are held under exclusive permission for prospecting. Proved 
and probable reserves of high-grade bauxite from this source are adequate to 
keep the Company’s existing smelters at peak operation for 30 years. 

Additional drying and calcining facilities, railroad cars, storage buildings, and 
other material and miscellaneous requirements for the handling of bauxite are in 
the course of being provided in British Guiana and Canada at an estimated cost 
of $4,000,000. 

Other substantial reserves of bauxite located in Jamaica, the Gold Coast, and 
French Guinea are available to Aluminium Limited (the parent company), or its 
subsidiaries. Fluorspar is used to make aluminum fluoride and synthetic eryolite 
for smelting purposes and is obtained from a mine in Newfoundland owned by a 
subsidiary company. Petroleum coke is purchased principally from domestic and 
United States sources. 

TRANSPORTATION 


The Company’s transportation operations are handled principally by its two 
wholly owned subsidiaries, Saguenay Terminals Limited, and The Roberval and 
Saguenay Railway Company. 

Saguenay Terminals Limited owns port facilities at Port Alfred, Quebec, 
handling incoming and outgoing cargoes with a total tonnage in the order of 
2,500,000 tons per year. It also owns and operates a fleet of 11 ocean vessels 
totalling approximately 98,000 tons deadweight, and operates under charter 
upwards of 20 additional vessels totalling approximately 200,000 tons deadweight. 

Facilities at Port Alfred consist of three piers and steel and concrete storage 
buildings for bauxite (200,000 tons) built in 1939 and 1948, and newsprint (6,500 
tons) built in 1937. 

The three piers include two modern wharves equipped with the latest type of 
handling devices, one of which is used principally for unloading and the other for 
loading cargoes. A third wharf, built in 1921, is used to supplement the other 
two. The unloading pier, 900 feet long, of timber construction, built in 1938, is 
equipped for the rapid discharge of bauxite, coal, and other bulk commodities 
from two vessels simultaneously. The high-speed-loading wharf, completed in 
1949, is 1,138 feet long, 125 feet wide, and provides berths for two large freighters. 
It is constructed of steel piling and concrete deck slab with a steel and aluminum 
transit shed running the length of the wharf. 
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The Roberval and Saguenay Railway Company operates a standard-gauge 
railway between Port Alfred and Arvida, Quebec, a distance of 19 miles. Short 
branches extend to Bagotville, Grande Baie, Kenogami, and Racine. Total 
trackage amounts to 41.3 miles, including 10 miles of sidings. The line connects 
with the Canadian National Railways at Arvida and serves the port facilities at 
Port Alfred. Rolling stock includes 5 steam locomotives, 3 diesel-electric loco 
motives, 152 boxcars, 17 flatcars, 253 open-top cars, and miscellaneous other cars. 
Buildings owned include several small stations, a roundhouse, a terminal building, 
and a coaling station. 

A wholly owned subsidiary, Chaguaramas Terminals Limited, owns and 
operates transshipment, storage, and dock facilities for bauxite at Chaguaramas 
Bay in Trinidad. 

MARKETS 


During recent years aluminum has become the leading nonferrous metal in 
terms of cubic volume. It is now being used in an estimated 4,000 different 
applications covering a wide range of domestic and industrial requirements. 
In each of these uses it competes with one or more of the other principal metals and 
materials—steel, iron, copper, lead, zinc, glass, lumber, plywood, stainless stee! 
plastics, and magnesium. 

The decision to use a particular material in any one application is usually gov- 
erned by the number of desirable characteristics offered by the material at an 
acceptable price, provided, of course, that no undesirable characteristic precludes 
its use. The principal utilization characteristics of aluminum are: (1) light weight, 
(2) resistance to corrosion, (3) electrical conductivity, (4) heat conductivity, (5) 
reflectivity of light and heat, (6) ease of working and machining, (7) nonsparking 
and nonmagnetic qualities, (8) nontoxicity, (9) attractive appearace. 

The metallurgical properties of refined aluminum, particularly its strength 
can be enhanced or otherwise modified by alloying with small quantities of other 
metals thefeby giving rise, in effect, to a variety of different useful aluminum 
metals for different purposes. 


COMPARATIVE COSTS 


Volume for volume, aluminum weighs only one-third as much as other common 
metals. In many uses, by the judicious use of aluminum alloys it can displace 
other metals and here the weight of the new aluminum article may be approxi- 
mately one-third that of the old. In other uses, where strength is more important, 
aluminum may be substituted by the use of thicker sections and in this case the 
new aluminum article of equal strength may be approximately one-half the weight 
of the old. 

In addition, economies frequently result from the greater ease with which 
aluminum may be fabricated and polished or otherwise finished and also from the 
lower cost of distribution to the market made possible by the lightness of the 
metal. 

The improvement in aluminum’s prices relative to other metals may be seen 
in the following table: 

New York price per pound 


1 
(a) (b | (c) | 
ss | : te Percent in 
crease (c 
Dec. 8, 1950} over (/ 


1922-26 | 1939 aver- 
average age 





| 
- a -—-|-—__—- nei 
| 





Metal: Cents | Cents Cents 
(ERS LG FLEES Me ST SE Sr 26. 1 20.0 18. 0 - 
SA PR Saas ia ian fe eA Nee H vo 13.8 11.1] 24.5 12 
~*~ ages cata gary 7 7 7.6 | 4.9 | 17.0 47 
Zine.. | 1 | 5.2 18. 2 2K 


Steel billets (f. 0. b., Pittsburgh) RS PT aE & 1.6 1. 5 2 8 | 6 
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USES OF ALUMINUM 


As an indication of the markets for the Company’s metal production, the princi- 
pal end uses of aluminum and the relative importance by weight in the consolidated 
sales of Aluminium’ Limited (the parent company) in the past two years were: 





| 
1948 1949 


Percent | Percent 


Building and Construction _. ‘ ‘ 3.7 | 28.4 
Transvbortation al = 17.1 20.5 
Household Supplies - - . ‘ 22. 1 19.9 
Electrical Lee . 13. 6 | 16.5 
Food and Farming, Canning and Packaging 7.6 | 7.8 
‘hemical and Other Industries............... — baviiteiants ; 5.9 | 6.9 

Tr eae ie «ae ae he EB: siskson mes 100.0 | 100. 0 


Building and construction.—Shortages of competitive materials in this field in 
recent years helped to broaden the opportunities for aluminum and the demand 
continues by virtue of the following basic properties of the metal: lightness and 
strength, low maintenance costs, good insulating properties and appearance. 
Principal applications are windows, roofing and siding, heating ducts, spandrels, 
railings, decorative moulding, panels and scaffoldings. 

Transportation.—Aluminum is the principal metal used in aircraft and is widely 
used in railway cars, trucks, buses and ship superstructures. Here again, light- 
ness combined with strength gives performance and operating economies through 
decreasing dead weight and increasing pay loads whenever materials or passengers 
must be moved. Already long established for automobile engine pistons, alumi- 
num is finding increased uses in passenger vehicles, particularly in vehicles pro- 
duced abroad. 

Household supplies.—Aluminum first entered volume consumption in cooking 
utensils where its heat conductivity combined with appearance, lightness and 
corrosion resistance proved advantageous. Although large quantities of alumi- 
num still go to cooking utensils, their relative importance has dropped to below 
5 percent of total consumption, overshadowed by the growth in demand for alumi- 
num for a wide range of other household applications, including all types of appli- 
ances, refrigerators, furniture, toys, venetian blinds, household foil, window screens 
and hardware. 

Flectrical.—In the electrical field aluminum has a cost advantage over copper 
since one pound of aluminum will carry substantially as much current as two 
pounds of copper. Practically all high-tension transmission lines are made of 
aluminum cable steel-reinforced; bus bars, various types of conductors and con- 
duits and condenser foils are other important uses. 

Other uses.—Aluminum is suitable in canning and packaging and in food proc- 
essing equipment. Other important uses are foil wrappings for confectionery 
and cigarettes, collapsible tubes, general line containers, beer barrels, milk cans 
and dairy equipment, acid drums, portable irrigation pipe, insulation foil, paint 
and metallic ink. 

SALES 


Supported by the additions to production capacity and reflecting in part the 
stimulus given to aluminum demand under the price reduction programme, the 
Company’s domestic and export sales in the postwar period have shown encourag- 
ing growth, particularly in comparison to prewar results. 

Because exportable surplus production has existed and because other markets 
have been inadequately supplied by domestic output, Aluminum Limited, of 
which Aluminum Company of Canada, Limited is the principal subsidiary, has 
consistently been the principal factor in the international aluminum trade. To 
this end it has created an international distributing organization of four sub- 
idiaries to develop the international aluminum trade. Altogether there are 33 
sales offices and 95 resident representatives or agents covering some 80 countries 
and these facilities are available for the distribution of the products of Aluminum 
Company of Canada, Limited. 
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Shipments of the Company’s ingot and ingot products to principal markets im 
the years 1947-1950 inclusive, were as follows, in metric tons: 














1947: 1949: 

United Kingdom. __-__-_- 109, 007 U pees Kingdom.__.-..- 146, 238 
ge er RS aie ali 44, 738 U.S. J Santee Eee 66, 913 
oy 2 Set Sep ie iene 13, 984 Cc ede A SRE 52, 487 
Switzerland_..._......_-_- 10, 930 | RR ae A 8, 395 
NE ore oe Se ant Sn Lis 9, 501 a es) 6, 677 
SE 8, 660 Switzerland_........._-- 6, 640 
I ee 55, 281 SS OEP LEI ETS, 6, 214 
— Es Sead oa w oni 20, 434 
Se a ON 252, 101 — 
1948: aE eve eee eae 314, 098 

2 oe minedom.. 53.6 145, 052 | 1950 (estimated): 

SNE PEER SES ae 79, 211 Se Re eee 
ha St RR TN 58, 245 United Kingdom-_-_..._-- 132, 800 
SR eres 9, 532 ee Sea 60, 200 
OO SERESERS rete ee 8, 527 (Se ee ae 5, 300 
NM ol wk Je 7, 524 MN 3 kn Sa ics 4, 600 
RES 8 6, 123 SS SSE ee ne 4, 200 
Othere....... REET Ee 37, 688 | EES a eae eae 3, 500 

— GG Sess Mar tented 19, 900 
<a ee 351, 902 a 
| Ree ee ee 378, 400 


1 Includes ingot fabricated in Canada for export market; for strictly domestic market, see belows 


Whereas the Canadian domestic market in 1938 was only 5,000 metric tons 
per year, the average Canadian sales in the postwar period have been 40,000 
metric tons per year, as follows: 





Ingot and Semifabri- 








Year : ingot prod- | cated prod- Total 
ucts ucts 
3, 400 19, 000" 22, 400 
5, 600 31, 700 37, 300 
10, 600 36, 600 47, 200 
11, 000 34, 800 45, 800 
11, 700 27, 100 38, 800 

















The Company has an extensive sales organization in Canada, with principal 
sales offices at Montreal, Toronto, Quebec, Windsor, and Vancouver. 


RESEARCH 


The Company benefits directly from the research activities conducted by Alu- 
minum Laboratories Limited (an affiliate) at three large research centers. Those 
at Kingston, Ontario and Banbury, England are largely concerned with problems 
in the fabrication of finished and semifinished products of light metals and that at 
Arvida, recently completed, is concerned with problems in the actual production 
of light metals, inclu ing the extraction of metallic aluminum and magnesium. 

Through its extensive geological, mining and engineering departments, Alu- 
minium Laboratories Limited is engaged in the search for new sources of raw 
material essential to the light metal industry, the development of ore reserves 
and other geological and mining research, the supervision, design, and construction 
of all varieties of plants for the production and fabrication of aluminum, and the 
development of hydro-electric power. 
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EMPLOYEE RELATIONS 


The Company has established and maintains generally satisfactory relations 
with its employees. Voluntary pension and life-assurance plans are available to 
all employees on scales which compare favourably with those currently being 
adopted by North American industries. Contributions are made by both Com- 
pany and employees. At the present time the Company and subsidiaries employ 
approximately 15,000 persons. 


NEGOTIATIONS WITH THE BRITISH GOVERNMENT 


In connection with the Company’s wartime ingot expansion undertaken in 
1939 and 1940 at the request of the United Kingdom Government, sums totalling 
$55,600,000 were advanced by the British Ministry of Supply on 3% Redeemable 
notes due 1961. In return, the Company agreed to increase its ingot capacity 
from 90,000 metric tons to not less than 197,500 metric tons per annum and to 
give the British Government a first call on 107,500 metric tons per annum for 
twenty years. If in any of the twenty years such additional capacity is used 
only in part, the notes are abatable in certain circumstances as provided in the 
contracts under which they were issued both as to principal and interest. As a 
result of operations thus far, the obligation to repay principal in 1961 had become 
fixed to the extent of $24,388,185 by October 31, 1950. $30,580,000 principal 
thereof is still subject to the abatement provisions under the conditions outlined 
above, while $24,388,185 is subject only to the abatement of interest. 

The principles of an agreement have recently been settled with the Ministry 
of Supply providing for the extension of the above-mentioned notes from 1961 
until 1971 and for a further loan to the Company of $25,000,000, without security, 
to be repaid in 1971 with interest at 344%, both principal and interest on the 
new loan to be abatable in the event that the Company’s annual production falls 
below 400,000 metric tons to a base of 307,500 metric tons during twenty years. 

The Ministry is to have first call on 200,000 metric tons of the Company’s 
ingot production per annum for the next twenty years and is to take during the 
next three years 640,000 metric tons of metal on firm orders. 


FUTURE DEVELOPMENTS 


The extent to which future growth will necessitate further development of the 
Company’s aluminum production will be governed not only by indicated con- 
tinuing increase in peace time world demand, but also rather obviously by the 
exigencies of the international situation. Future expansion in power generation 
to operate idle smelter facilities in the Province of Queebe may be carried out to 
some extent. In addition, during 1950, the Company has continued extensive 
technical investigations into potential power and aluminum plant sites in British 
Columbia. 

Since 1948 the Company has been carrying on surveys estimated to cost ap- 
proximately $1,000,000 to investigate the possibility of establishing new aluminum 
production facilities in the coastal area of British Columbia. The British Co- 
lumbia Government is prepared to issue a license for the development of the 
Nechako-Nanika river system in Tweedsmuir Park, approximately 400 miles 
northwest of Vancouver. By tunnelling through the coastal mountains, water 
from this river system could be made to deliver approximately 1,500,000 h. p. 
at tidewater. Cost of such a development would be substantial. 

It is possible that conditions might develop under which the Company would 
enter into special arrangements with Governments further to augment its produc- 
tion very rapidly. 

PURPOSE OF ISSUE 


Proceeds of the sale of the Debentures will be used by the Company for general 
corporate purposes. 
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CAPITALIZATION 
(Consolidated basis) 


After giving effect to the proposed issue and sale of $50,000,000 3%% Sinking 
Fund Debentures due January 2, 1971 and to a stock dividend of 1,500,000 
common shares payable December 29, 1950. 





! 
| Authorized Issued | Outstanding 











First mortgage 344% Sinking Fund Bonds, due May 15, 1974 1 | eee nnn aes ae 
Series ‘‘A”’—payable in Canadian currency -----.-......-- aa $13, 750, 000 $12, 186, 001 
Series ‘‘B’’—payable in United States currency - - Lwttetdatuasa 26, 250, 000 | 23, 263, 00 

Commutation value of contractual obligation for annual pay- | 


ments secured by second hypothee—payable in Canadian | 


currency and United States currency in equal parts '__ 10, 725, 0 


314% Sinking Fund Debentures, due January 2, 1971 . (?) 50, 000, 000 | 50, 000, 00 
Notes payable: 3% Redeemable notes, due on April 30 and on 

October 31, 1961—payable to the British Government—in- 

terest and $30,580,000 of principal abatable in certain circum- 

stances as provided in the contracts under which they were 

issued ! rie TER BEET 54, 968, 18 
Capital stock: 4% Cumulative Redeemable e Sinking Fund Pre- 

ferred Shares—par value $25.... a | $20,000,000 | $15,000,000 | $13, 613, 35 

| Shares Shares | Shares 

Common shares—no par. ..............- es aes rae 3, 000, 000 3, 000, 000 | 3, 000, 006 


! See paragraph ‘‘Negotiations with the British Government” above, and ‘‘Bonds, Secured Obligation 
and Notes’; on page 15 of this Prospectus. 
2 As to further issues see ‘Certain Provisions of the Trust Agreement,”’ below. 


CERTAIN PROVISIONS OF THE TRUST AGREEMENT 


In the opinion of Counsel the Debentures of this issue will be direct obligations 
of Aluminum Company of Canada, Limited, but will not be secured by any 
mortgage, hypothee or other charge. As set forth on page 15 of this Prospectus, 
the Company now has outstanding $35,549,000 First Mortgage 3%% Sinking 
Fund Bonds due 1974, and also has a contractual obligation for annual payments 
secured by second hypothec, the commutation value of which on October 31, 1950 
was $10,725,000, which Bonds and obligation, being secured on certain assets 
rank to that extent ahead of the Debentures. 

The Debentures will be issued pursuant to the provisions of a Trust Agreement 
to be dated as of January 2, 1951, in favour of The Royal Trust Company, as 
Trustee. 

Subject to obtaining any requisite approval of its shareholders, the Compan; 
may issue further Debentures under the Trust Agreement or otherwise, payabi 
in Canadian or other currencies, and the Trust Agreement will not limit th 
amount thereof. 

Appropriate covenants of the Company will be included in the Trust Agreement 
substantially to she effect that: 

(a) Neither the Company nor any subsidiary company will mortgage, hypo 
thecate, charge, pledge or otherwise encumber any of its assets to secure any 
obligations unless at the same time it shall secure equally and rateably with suc! 
obligations all of the Debentures issued under the Trust Agreement and the 
outstanding; provided that this covenant shall not apply to— 

(i) any security (except on fixed assets) given in the ordinary course of 
business to any bank or banks or others to secure any indebtedness payabl 
on demand or maturing within eighteen (18) months of the date on whic 
such indebtedness is incurred or of the date of any renewal thereof; 

(ii) the giving or assumption of any purchase-money mortgage; 

(iii) any security given by any subsidiary to the Company or to any other 
subsidiary so long as the same shall be held by or for the benefit of the Com 
pany or a subsidiary it being understood that any transfer or assignme 
of such security by the Company or other subsidiary to others than the 
Company or a subsidiary shall be deemed to be the giving or creation at that 
time of such security; 

(iv) any mortgage, hypothec, charge, pledge or other encumbrance’creat 
by any subsidiary company for the purpose of securing its bonds, debentures 
notes, indebtedness, or other obligations not exceeding in the aggregate for 
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all subsidiaries $3,000,000 principal amount at any one time outstanding and 
not held by the Company or a subsidiary, provided that for the purposes of 
this subparagraph the principal amount of any bonds, debentures, notes, 
indebtedness or other obligations payable in foreign currency shall be com- 
puted at its equivalent in Canadian currency at a date within 30 days prior 
to the date of any proposed issue; 

(v) the refunding by the Company of the whole of its then outstanding 
First Mortgage 34% Sinking Fund Bonds due May 15, 1974; 

(vi) the commutation and refunding of the obligation of the Company 
under a certain Deed of Sale, Transfer, Grant and Conveyance dated June 
29, 1944, between Aluminium Power Company, Ltd., and the Company and 
Aleoa Power Company, Limited; 

(vii) the refunding of any refunding issue authorized under this para- 
graph; 

No refunding issue authorized under this paragraph or paragraph (b) be- 
low, may be made to an aggregate principal amount and/or commutation 
value exceeding that of the obligations then outstanding to be refunded. 

For the purpose of this covenant ‘purchase money mortgage” shall mean any 
mortgage, lien or other encumbrance upon property acquired or to be acquired by 
the Company or any subsidiary company to secure not more than 75% of the pur- 
chase price of such property and shall include extensions and renewals thereof 
upon the same property if the principal amount of the indebtedness secured there- 
by is not increased. 

The term “Subsidiary Company” will be defined in the Trust Agreement to 
mean any corporation at least a majority of the shares of the voting stock of which 
shall at the time be owned, directly or indirectly, by the Company or by one or 
more of its subsidiaries or by the Company and one or more of its subsidiaries 

b) The Company will not issue under that certain Trust Deed of Hypothec, 
Mortgage and Pledge bearing formal date as of May 14, 1944, granted by the Com- 
pany in favour of National Trust Company, Limited, any First Mortgage Bonds 
authorized thereunder except for refunding purposes authorized by paragraph (a 
above, or to replace any Bonds issued thereunder which may have been mutilated, 
lost, stolen or destroyed. 

The Company will not by way of payment or distribution to or for account 
of its Common shareholders reduce the aggregate of 

(i) the amount paid up on its Common stock; 

ii) the amount of its consolidated capital surplus, to be defined in the 
Trust Agreement; and 

(iii) the amount of its consolidated earned surplus, to be defined in the 
Trust Agreement; 

below the sum of $60,000,000 nor make any such payment or distribution when 
such aggregate is below that sum; provided that, if at any time any Preferred 
shares or any other class of stock of the Company shall be issued to its Commor 
shareholders any payment or distribution to the holders for the time being of 
such Preferred shares or other class of stock shall be deemed, for purposes hereof, 
to be a payment or distribution to its Common shareholders; provided further 
that for the purposes hereof, such aggregate shall conclusively be deemed to be 
that shown by an interim Consolidated Balance Sheet prepared by the Company 
and made up as of a date not more than sixty days prior to the date of authoriza- 
tion of any payment or distribution, after making provision for any payment or 
listribution authorized after the date of said interim Consolidated Balance Sheet. 


SINKING FUND 


The Company will covenant in the Trust Agreement that it will create a sinking 
nd for the Debentures by making annual payments to the Trustee sufficient 
amount to retire $32,500,000 principal amount of the 34% Sinking Fund 
Debentures prior to maturity and for that purpose to retire $1,900,000 principal 


f 


amount on January 2 in each of the years 1954 to 1969, inclusive, and to retire 


a 
$2,100,000 principal amount on January 2, 1970, all in accordance with provisions 
to be set out in the Trust Agreement. The Company may tender to the Trustee, 


at the principal amount thereof, 346% Sinking Fund Debentures acquired by it 


purchase or call, in satisfaction, in whole or in part, of its sinking fund 


obligations. 
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WATERHO! 


Pricer 


Signed 


December 


MonTREAL, 
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ALUMINUM COMPANY OF CANADA, LIMITED, AND CONSOLIDATED SUBSIDIARY 
COMPANIES 


CONSOLIDATED BALANCE SHEET AND PRO FORMA CONSOLIDATED BALANCE SHEET 
AS AT 31ST OCTOBER 1950 


After giving effect in the Pro Forma Consolidated Balance Sheet to: 

a) the proposed issue and sale of $50,000,000 of 3%% Sinking Fund Deben- 
tures, due 2nd January 1971. 

b) the payment to the parent company, Aluminium Limited, as of 29th 
December 1950, of a stock dividend of 1,500,000 common shares of an aggregate 
value of $15,000,000, declared 29th November 1950. 

c) the payment to the parent company, Aluminium Limited, as of 29th 
December 1950, of a dividend in kind consisting of shares and notes of two fully- 
owned subsidiary eompanies, Aluminum Goods Limited and Sprostons, Limited 
leclared 29th November 1950 (see note 1 


Pro forma 


balance sheet 


ASSETS 
irrent assets 

Cash in banks and on hand $13, 649, 022 $62, 824, 022 
Funds set apart for preferred dividend payable Ist December 1950 136, 477 136, 477 
Marketable securities, at cost, principally Canadian Government 

bonds (quoted value $34,762,834 34, 486, 870 34, 486, 870 
Accounts and notes receivable, less reserves 6, 091, 754 6, 091, 754 
Accounts receivable from affiliated companies 9, 103, 016 9, 103, 016 


Inventories of aluminum, materials and supplies at cost or under, 


which is not in excess of market, determined from book and physi 


cal inventories, certified by oflicers of the companit $6, 9O1, 154 36, 901, 154 

100, 368, 203 149. 543, 293 

Prepaid expense and deferred charges to oper = 5, 496, 524 5. 496, 524 
Indemnity, surety and other deposits 562, 137 562. 137 


1 nse BOF OOO 


Unamortized debenture discount and expe 





estment in shares of an affiliated company Li ( 16, 750 
Land, plants, riparian rights, and facilities, at cost 18, 605, 377 48, 605, 377 
Less: Reserves for amortization, depreciation and depletion 237, 728, 217 237, 728, 217 
110, 877, 160 110, 877, 160 
Equity in net assets of two fully-owned subsidiaries not consolidated 
ee note 1 6, 234, 457 
22 2 267, 320, 864 
LIABILITIES 
Current liabilities 
Accounts payable and accrued liabilities 12, 111, 009 12, 111, 009 
Accounts payable to affiliated companie 152, 171 152, 171 
Preferred dividend payable December 1, 1950 136, 477 136, 477 
Provision for income and other taxes 15, O79, 110 15, 079, 110 
Provision for sinking funds payable within 1 year 1, 900, 000 1, 900, 000 
29, 378, 767 29, 378, 767 
ndebtedness not maturing within 1 year (see note 3 19, 242 149, 242, 185 
deferred profit on sales of aluminum for future delivery 1, 618 1, 168, 808 
Operating reserves and deferred credits 1, 545 1, 545, 443 
Capital stock and surplus 
4 percent cumulative redeemable sinking fund preferred shares—par 
$25 545,074 shares outstanding 13, 626, 850 13, 626, 850 
Common shares—no par—outstanding: balance sheet, 1,500,000 
res; pro forma, 3,000,000 shares 15. 000, 000 $0, 000, 000 
Capital surplus 1, 373, 150 1, 373, 150 
Earned surplus 62, 220, 118 40, 985, 661 
42, 220, 118 85, O85, 661 
023 SAS »] 267, 320, 864 


Approved on behalf of the Board. 
Signed) J. Arex. Prup’HomME, Dtrector. 
(Signed) Paut LaRoour, Director. 
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NOTES TO BALANCE SHEETS 


1. Aluminum Company of Canada, Limited’s equity in the net assets of Alun 
num Goods Limited and Sprostons, Limited as at 31st October 1950, $6,234,457. 
has been segregated in the accompanying Consolidated Balance Sheet and ha 
been charged to Earned Surplus in the Pro Forma Consolidated Balance Sheet (s: 
item “c’’ in the heading of the balance sheets). 

2. The accounts of subsidiary companies, other than Canadian compani: 
included in the Consolidated Balance Sheet are translated into Canadian dollar 
at rates of exchange current at 3lst October 1950, except that fixed assets a: 
their related reserves are at rates determined at dates of acquisition of such asset 
The series “B” First Mortgage 34% Sinking Fund Bonds, due 1974, payable i 
U. 8S. currency, and the second hypothec, securing contractual obligation for 
annual payments, payable in Canadian currency and in U. 8. currency in equa 
parts, are stated on a dollar for dollar basis. 

3. Indebtedness not maturing within one year comprises the following: 


Pro forma ba 


r » oc} » 
Balance sheet ance sheet 


Aluminum Co. of Canada, Ltd. 
First mortgage 344 percent sinking fund bonds, due 1974: 
Series A—payable in Canadian currency $12. 186, 000 $12, 186, 00 
Series B—payable in United States currency 23, 263, 000 23, 263, 00K 
Commutation value of contractual obligation for annual payments | 
secured by second hypothec—payable in Canadian currency and 
in United States currency in equal parts 10, 725, 000 10, 
344 percent sinking fund debentures, due 1971, to be issued | a> 50, 000. 00 
3 percent redeemable notes, due 1961—payable to the British Gov- | | 
ernment—interest and $30,580,000 of principal abatable in certain 
circumstances as provided in the contracts under which they were | 
issued _.. sia ; : } 54, 968, 185 | , 968, 18 


or 
(20,0) 


142, 185 | , 142. 18 
Less: Provision for sinking funds payable within 1 yealg ou , 900, 000 | , 900, OOK 


242, 185 | , 242, 188 


4. The Company is engaged in a construction programme involving a capita 
expenditure of approximately $40,000,000. 


AUDITORS’ REPORT 


To the Directors, Aluminum Company of Canada, Limited: 

We have examined the Consolidated Balance Sheet and Pro Forma Consolidated 
Balance Sheet of Aluminum Company of Canada, Limited and its consolidated 
subsidiary companies as at 3lst October 1950, and have obtained all the infor 
mation and explanations which we required. Our examination included suc! 
tests of the accounting records and other supporting evidence and such other 
procedures as we considered necessary in respect of Aluminum Company o 
Canada, Limited and its principal Canadian subsidiaries, and the inspection o! 
audited financial statements reported on by other independent accountants for 
those subsidiaries whose records were not examined by us. 

On the above basis, we report that, in our opinion, the accompanying Co! 
solidated Balance Sheet supplemented by the notes thereto is properly drawn wu; 
so as to exhibit a true and correct view of the combined state of affairs of Alu- 
minum Company of Canada, Limited and its consolidated subsidiary companie: 
as at 31st October 1950, according to the best of our information and the explana 
tions given to us and as shown by the books of the companies examined by 
and the audited financial statements reported on by other independent account 
ants. 

We further report that, in our opinion, the accompanying Pro Forma Consol! 
dated Balance Sheet of Aluminum Company of Canada, Limited and its consoli 
dated subsidiary companies presents fairly the financial position of such com 
panies as at 3lst October 1950 after giving effect as at that date to the proposed 
transactions set out in the heading of these balance sheets. 

(Signed) Price, WaterHouse & Co., Auditors. 


MonTREAL, 14th December 1950. 
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STATUTORY INFORMATION 


(a) The Company was incorporated under The Companies Act, Canada, by 
Letters Patent dated June 3, 1902, as Northern Aluminium Company (Limited), 
and by Supplementary Letters Patent dated July 8, 1925 its name was changed to 
Aluminum Company of Canada, Limited. In addition other Supplementary 
Letters Patent have been issued to the Company dated respectively November 25, 
1926, March 2, 1935, December 31, 1936, December 28, 1942, January 15, 1945, 
June 12, 1944, May 13, 1946 and November 23, 1946. The head office of the 

Company is at 1700 Sun Life Building, 1155 Metealfe Street, Montreal, Quebec 

(b) The names, descriptions or present occupat ions and home addresses of the 
directors, officers and auditors of the C ompany are as follows: 


Directors 


Dana Treat Bartholomew, president, Aluminium Securities Limited, Old Lyme, 
Connecticut, U. 8. 
Nathanael Vining Davis, president, Aluminium Limited, 284 Woodland Road, 
Chestnut Hill 67, Massachusetts, U.S. A. 

James Atwood Dullea, president, Alumium Secretariat Limited, Dogwood Lane, 
Westport, Connecticut, U.S. A. 

Paul LaRoque, secretary, Aluminium Secretariat Limited, 7 Ainslie Avenue, 
Outremont, Montreal 8, Que. 

Elmer George MacDowell, president, Aluminium Union Limited, Tower Hill 
Road, R. F. D., Saunderstown, Rhode Island, U.S. A. 

Edwin Joseph Mejia, president, Aluminium Fiduciaries Limited, Lakewood Drive, 
Stamford, Connecticut, U. 5 

Ray Edwin Powell, president, Aluminum Company of Canada, Limited, 1558 
McGregor Street, Montreal 25, Que. 

Joseph Alexandre Prud’homme, K. C., advocate, Geoffrion & Prud’homme, 
Montreal, 10 Grove Park, Westmount, Monreal 6, Que. 

Harold Harmond Richardson, president, Aluminium Laboratories Limite !, ““Th> 
Haven’, St. Hilaire, Que. 

O flicers 


Ray Edwin Powell, president, 1558 McGregor Street, Montreal 25, Que. 

Joseph Alexandre Prud’homme, K. C., vice president, 10 Grove Park, Westmount 
Montreal 6, Que. 

Albert William Whitaker, Jr. , viee president and general manager, 3940 Cote des 
Neiges Road, Montreal 25, Que. 

McNeely DuBose, vice president, The Saguenay Inn, Arvida, Que. 

Fraser Wallace Bruce, vice president and general sales manager, 5138 Cote St., 
Antoine Road, Montreal 28, Que. 

Paul Sanson White, vice president and secretary, 50 Finchley Road, Hampstead, 
Montreal 29, Que. 

James Barlow White, vice president and director of personnel, 470 Argyle Avenue, 
Westmount, Montreal 6, Que. 

Norman Emrys Russell, vice president, 98 Blythwood Road, Toronto 12, Ontario. 

Paul Henri Leman, treasurer, 591 Cote Ste. Catherine Road, Outremont, Montreal 
8, Que. 

Edmond Howard Eberts, assistant secretary, 118 Castner Street, Arvida, Que. 

Paul LaRoque, assistant secretary, 7 Ains lie Avenue, Outremont, Montreal 8, 
Que. 

Douglas Fraser Macorquodale, assistant secretary, 1270 Regent Road, Town of 
Mount Royal, Montreal 16, Que. 

Jean Paul Cholette, assistant treasurer, 3252 Kent Avenue, Montreal 26, Que. 

James Lawrence Crowley, assistant treasurer, 4880 Queen Mary Road, Montreal 
26, Que. 

Auditors 


Price, Waterhouse & Co., 215 St. James Street West, Montreal 1, Que. 


c) The general nature of the business actually transacted by the Company 
and intended to be transacted by it is that of the production, manufacture, and 
sale of aluminum in various forms, including the generation of hydroelectric 
energy. 

(d) The authorized share capital of the Company consists of 800,000 4% 
Cumulative Redeemable Sinking Fund Preferred Shares of the par value of $25 
each and 3,000,000 Common Shares without nominal or par value. 
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Of the 800,000 4% Cumulative Redeemable Sinking Fund Preferred Shares 
authorized, 600,000 shares have been issued and 544,534 shares representing 4 
paid-up capital of $13,613,350 were outstanding at the date of this Prospectus. 
55,466 having been purchased for the Sinking Fund relating to the said Preferred 
Shares and cancelled. 

Of the 3,000,000 Common Shares authorized, 1,500,000 have been issued and 
paid up in full and are now outstanding, representing a paid-up capital of 
$15,000,000. On November 29, 1950, the Directors of the Company declared a 
dividend of $15,000,000 on the Common Shares of the Company, payable Decem- 
ber 29, 1950, by the issue of the remaining 1,500,000 authorized Common Shares 
at a value of $10 per share. On December 29, 1950, all the 3,000,000 authorized 
Common Shares without nominal or par value will therefore be issued and full, 
paid, representing a paid-up capital of $30,000,000. 

The respective voting rights, preferences, conversion and exchange rights and 
rights to dividends, profits or capital of each class of shares of the Company, 
including redemption rights and rights on liquidation or distribution of capita! 
assets, are as follows: 

4% cumulative redeemable sinking fund preferred shares of the par value of $25 each 

The following are the conditions, preferences, priorities, rights, privileges, 
restrictions, and limitations attaching to the Preferred Shares as set forth in 
Special By-law ‘‘A’’ (1946): 

A. The holders of the Preferred Shares shall be entitled to receive dividends from 
any funds of the Company at the time legally available for dividends, when and 
as declared by the Board of Directors, at the rate of, but not exceeding, four 
percent (4%) per share per annum upon the capital (not exceeding the par value 
from time to time paid up thereon, to be paid quarter-annually on the first days 
of March, June, September, and December in each year. Such dividends on the 
Preferred Shares shall be cumulative from June 1, 1946, or in the case of any 
Preferred Shares issued after September 1, 1946, from the quarterly dividend 
payment date then last past, and shall be declared and paid or set apart for pay- 
ment in respect of the current quarterly dividend period and all previous quarterly 
dividend periods before (i) any dividends shall be declared or paid upon or set 
apart for any other shares of the Company, (ii) any sinking fund payment shall 
be made in respect of any shares of the Company, and (iii) any purchase, redemp- 
tion, or other acquisition shall be made of any shares of the Company (other than 
by the application of any sinking fund payment theretofore made in cash as 
hereinafter provided for in paragraph B), but the holders of the Preferred Shares 
shall be entitled to no other or further dividends. Accumulated dividends shall 
bear no interest. Dividends on the Preferred Shares shall be paid by warrant or 
cheque payable at par at any branch in Canada (Yukon Territory excepted) of a 
chartered bank from time to time selected by the Board of Directors. 

B. Subject to the provisions of the foregoing paragraph A, so long as any of the 
Preferred Shares shall be outstanding, the Company, on or before the first day of 
June in each year, commencing with the year 1947, shall set aside (such setting 
aside being herein referred to as a payment), as a sinking fund to be used for the 
retirement of Preferred Shares as hereinafter provided, a sum equal to three 
percent (3%) of the net profits of the Company (as herein defined), for the preced- 
ing fiscal vear; provided, however, that such sum shall in no event exceed two 
percent (2%) of the par value of the greatest number of Preferred Shares at any 
time theretofore issued and outstanding. For the purposes of this paragraph, 
the term ‘‘net profits of the Company”’ shall mean the balance of profit of the 
Company and its fully owned subsidiary companies for the preceding fiscal year, 
as determined by the Company’s auditors, after all usual and proper charges and 
expenses have been deducted, including, without limiting the generality of the 
foregoing, provisions for depreciation, depletion, amortization of war facilities and 
obsolescence, and after providing for taxes, including income and excess profits 
taxes, and after deducting interest on indebtedness and an amount equal to the 
dividends on the Preferred Shares accruing during such fiscal year at the full 
stipulated rate, together with the amount of any unpaid dividends on the Pre- 
ferred Shares for any preceding year or years to the extent that deduction shall not 
have previously been made for such accrued and unpaid dividends in calculating 
the amount of the sinking fund payment or payments in respect of any such year 
or vears. 

Each such sinking fund payment shall be applied with reasonable dispatch 
to the purchase of Preferred Shares in the manner hereinafter provided in para- 
graph F or, if and to the extent that Preferred Shares cannot be so purchased 
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the Company may, and if the amount held in the sinking fund is not less than 
Six Hundred Thousand Dollars ($600,000), the Company shall forthwith, call 
for redemption in the manner hereinafter provided in paragraph E such number 
of Preferred Shares as the amount then held in the sinking fund shall be sufficient 
to redeem. 

The Company may from time to time anticipate the whole or any part of any 
sinking fund payment by purchasing or redeeming Preferred Shares as hereinafter 
provided and crediting the cost of such Preferred Shares against the amount of 
any sinking fund payment thereafter becoming due. 

If on the first day of June in any year the Company shal! not make a sinking 
fund payment which it would have been obligated to make but for the existence 
of accrued and unpaid dividends on the Preferred Shares, such sinking fund 
payment shall thereafter be made before any dividends shall be declared or paid 
upon or set apart for any other shares of the Company. 

C, Subject to the prior rights of the holders of the Preferred Shares as set forth 
in the foregoing paragraphs A and B and not otherwise, the Board of Directors 
may declare and cause to be paid dividends to the holders of any other shares of 
the Company from any funds at the time legally available for dividends. 

D. In the event of any liquidation, dissolution, or winding up of the Company, 
the holders of the Preferred Shares shall be entitled to receive out of the assets of 
the Company (whether from capital or surplus or both) Twenty-five Dollars ($25) 
per share in the case of any involuntary liquidation, dissolution, or winding up, 
or in the ease of any voluntary liquidation, dissolution, or winding up the amount 
per share (exclusive of accrued and unpaid dividends) that would at the time of 
such voluntary liquidation, dissolution, or winding up be payable upon the 
redemption of the Preferred Shares pursuant to the provisions of paragraph E 
below, and in addition thereto, in either case, an amount equal to all accrued and 
unpaid dividends thereon (which for such purpose shall be treated as if such divi- 
dends were accruing for the curren: quarterly dividend period from the beginning 
of such period to, but not including, the date of such distribution), before any 
distribution of assets shall be made to the holders of any other shares of the Com- 
pany. The holders of the Common Shares shall be entitled, to the exclusion of 
the holders of the Preferred Shares, to share ratably in any assets of the Company 
remaining after such payment to the holders of the Preferred Shares. If upon 
such liquidation, dissolution, or winding up the assets of the Company shall be 
insufficient to permit the payment in full to the holders of the Preferred Shares of 
the amounts distributable to them as aforesaid, then the entire assets of the 
Company shall be distributed ratably among the holders of the Preferred Shares 
then outstanding according to .heir respective rights. 

E. Subject to the provisions of the foregoing paragraph A, the Preferred Shares 
may be redeemed at any time at the option of the Board of Directors expressed 
by resolution, in whole or in part, and if in part only, then by lot or pro rata, dis- 
regarding fractions, as may be determined by the Board of Directors; provided, 
however, that no selection by lot of shares to be redeemed shall be made until 
a resolution of the Board of Directors prescribing the manner of such selection by 
lot shall have been filed with the Secretary of State and approved by him. In 
the event of any such redemption, notice thereof shall be mailed at least twenty 
(20) days before the date fixed for redemption to each holder of record of the 
share or shares to be redeemed, at his last known post office address as shown by 
the Company’s records; provided, however, that the accidental failure to give 
any such notice to one or more such holders shall not affect the validity of such 
redemption as to the other holders. 

The redemption price for each of the Preferred Shares so redeemed shall be: 
Twenty-seven Dollars ($27.00) per share if redeemed on or before June 1, 1948; 
Twenty-six Dollars and Eighty-seven and one-half Cents ($26.87) per share if 
redeemed after June 1, 1948, and on or before June 1, 1950; Twenty-six Dollars 
and Seventy-five Cents ($26.75) per share if redeemed after June 1, 1950, and on 
or before June 1, 1952; Twenty-six Dollars and Sixty-two and one-half Cents 
($26.62'4) if redeemed after June 1, 1952, and on or before June 1, 1954; Twenty-six 
Dollars and Fifty Cents ($26.50) per share if redeemed after June 1, 1954, and on 
or before June 1, 1956; Twenty-six Dollars and Thirty-seven and one-half Cents 
($26.3714) per share if redeemed after June 1, 1956; and in addition thereto, in 
each case, an amount equal to all accrued and unpaid dividends thereon (which 
for such purpose shall be treated as if such dividends were accruing for the current 
quarterly dividend period from the beginning of such period to, but not including, 
the date of such redemption). 
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Notice having been given as aforesaid, from and after the date fixed in an 
such notice as the date of redemption (unless default shall be made by the Com- 
pany in providing the money for the payment of the redemption price), all divi- 
dends on the Preferred Shares so called for redemption shall. cease to accrue and 
all rights of the holders thereof as shareholders of the Company, except the right 
to receive the redemption price against surrender of the certificates for the shares 
so called for redemption, shall cease and determine; provided, however, that the 
Company may include in such notice a statement that the money required for 
the payment of the redemption price has been deposited or will be deposited at 
a specified date, on or prior to the date of redemption, with a specified bank 
or trust company (which shall have an office in the City of Montreal, Quebec, 
and shall have a capital and surplus of at least One Million Dollars ($1,000,000), 
in trust for the benefit of the holders of the Preferred Shares so called for redemption, 
and notice having been given as aforesaid, from and after the date of such deposit 
all rights of the holders of the Preferred Shares so called for redemption as share- 
holders of the Company shall cease and determine, and the holders of such Pre- 
ferred Shares shall look for payment of the redemption price only to the funds so 
deposited, and in no event to the Company, unless the funds so deposited shal 
not be available on the redemption date. The holders of such Preferred Shares 
shall be entitled respectively and ratably to any interest which may be allowed 
by such bank or trust company on funds so deposited from and after the date 
specified for redemption. 

F. Subject to the provisions of the foregoing paragraph A, the Company may 
at any time or times, purchase all or any of the Preferred Shares for cancellation 
at the lowest prices at which in the opinion of the Board of Directors of the 
Company such shares are obtainable either in the market upon some recognized 
stock exchange if the Preferred Shares shall be listed thereon or dealt in by the 
members thereof, or pursuant to tenders received by the Company upon request 
for tenders addressed to all holders of the Preferred Shares in such manner as may 
be determined by the Board of Directors, but such prices shall not in any case 
exceed the price at which the Preferred Shares could at the time be redeemed 

ursuant to the provisions of the foregoing paragraph E, plus the cost of purchase, 

n the event that, upon any request for tenders made by the Company as herein 
provided, the Company shall receive tenders of Preferred Shares at the same 
lowest price in an aggregate amount greater than the amount for which the 
Company is prepared to accept tenders, the Preferred Shares so tendered shall be 
purchased pro rata, disregarding fractions. 

G. All Preferred Shares redeemed or purchased under the provisions of the 
foregoing paragraphs B, E, and F shall be cancelled and shall not be reissued. 

H. The Board of Directors may order the transfer books to be closed for a 
period, not exceeding thirty (30) days, prior to the date fixed for the payment of 
dividends on, or the redemption of, any of the Preferred Shares, and during such 
period no Preferred Shares shall be transferable; or the Board of Directors may 
fix in advance a date, not exceeding thirty (30) days, preceding the date fixed for 
the payment of dividends on, or the redemption of, any of the Preferred Shares, 
and only such shareholders as shall be shareholders of record on the date so fixed 
shall be entitled to receive payment of such dividends or to have Preferred Shares 
so redeemed, notwithstanding any transfer of Preferred Shares on the books 
of the Company after such record date. 

I. Except as otherwise required by The Companies Act or by the provisions 
in this bylaw contained, the holders of Preferred Shares shall have no voting 

ower and shall not have the right to receive notice of any meeting of shareholders. 

f at any time the amount of accrued and unpaid dividends on the Preferred Shares 
then outstanding shall equal or exceed One Dollar and Fifty Cents ($1.50) per 
share, then and in any such case, the holders of the Preferred Shares shall, until 
such time as all accrued and unpaid dividends thereon shall have been paid or 
set apart for payment, have the same voting powers per preferred share as the 
holders of the Common Shares have per common share and shall be entitled to the 
same notice of shareholders’ meetings as the holders of the Common Shares. 
In any such event and for a like period the holders of the Preferred Shares shall 
have the exclusive right, voting separately and as a class, to elect one-third of 
the members of the Board of Directors; provided, however, that if the authorized 
number of directors shall not be a multiple of three, the number of directors in 
excess of such multiple shall be disregarded in determining the number of directors 
so to be elected by the holders of the Preferred Shares. The other members of 
the Board shall be elected by the holders of the Common Shares, also voting 
separately and as a class. 
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Notwithstanding anything contained in the bylaws of the Company, the term 
of office of all persons who may be directors of the Company at any time when the 
right to elect directors shall accrue to the Preferred Shares as herein provided, 
or who may be appointed as directors after such right shall have accrued and 
before a meeting of shareholders shall have been held, shall terminate upon the 
election of new directors at the next annual meeting of shareholders or at a special 
general meeting which may be held at any time after the accrual of such voting 
rights upon not less than twenty (20) days’ written notice and shall be called by 
the Secretary of the Company upon the written request of the holders of record 
of at least one-tenth of the outstanding Preferred Shares; in default of the calling 
of such special general meeting by the Secretary within five (5) days after the 
making of such request, it may be called by any holder of record of Preferred Shares. 

At any meeting of shareholders held for the purpose of electing directors during 
such time as the holders of the Preferred Shares shall be entitled to elect directors 
as herein provided, the holders of one-quarter of the outstanding Preferred Shares 
shall be required to constitute a quorum for the election of directors by the Pre- 
ferred Shares and the holders of one-quarter of the outstanding Common Shares 
shall be required to constitute a quorum for the election of directors by the 
Common Shares. If at any such meeting a quorum of the holders of the Preferred 
Shares shall not be present in person or by proxy, then the holders of the Common 
Shares of which a quorum shall be present in person or by proxy shall be entitled 
to elect from amongst the holders of the Preferred Shares the directors whom the 
holders of such Preferred Shares would have been entitled to elect had a quorum 
of such holders been present; and if at any such meeting a quorum of holders of 
the Common Shares shall not be present in person or by proxy, then the holders 
of the Preferred Shares of which a quorum shall be present in person or by proxy 
shall be entitled to elect from amongst the holders of the Common Shares the 
directors whom the holders of the Common Shares would have been entitled to 
elect had a quorum of such holders been present. Any vacancy in the Board of 
Directors occurring during such time shall be filled only by the remaining directors 
theretofore elected from amongst the holders of the same class of stock as the 
director whose office as such director shall have become vacant. 

Notwithstanding anything contained in the bylaws of the Company, upon any 
termination of the voting rights of the Preferred Shares as herein provided, the 
term of office of all persons who may then be directors of the Company or who 
may be appointed as directors after such termination and before a meeting of the 
holders of the Common Shares shall have been held shall terminate upon the 
election of new directors at the next annual meeting of the Company or at a special 
general meeting of the holders of the Common Shares which may be held after 
such termination of voting rights in the Preferred Shares upon not less than 
twenty (20) days’ written notice and shall be called by the Secretary of the Com- 
pany upon the written request of the holders of record of at least one-tenth of 
the outstanding Common Shares; in default of the calling of such special general 
meeting by the Secretary within five (5) davs after the making of such request, 
it may be called by any holder of record of Common Shares. 

J. The holders of the Preferred Shares shall not be entitled as of right to sub- 
scribe for, purchase or receive any part of any issue of shares or of bonds, deben- 
tures or other securities of the Company now or hereafter authorized. 

K. So long as any of the Preferred Shares shall remain outstanding, the Com- 
pany shall not create or issue any class of stock ranking as to dividends or assets 
prior to the Preferred Shares. 

L. The Company may increase the authorized number of Preferred Shares or 
create any class of stock ranking on a parity with the Preferred Shares or other- 
wise amend, alter, change or repeal any provisions contained in this bylaw except 
the provisions contained in the foregoing paragraph K, but no such increase in 
the Preferred Shares or such creation of any class of stock ranking on a parity 
with the Preferred Shares and no such other amendment, alteration, change or 
repeal which materially and adversely affects the holders of the Preferred Shares 
shall have any force or effect whatever until, in addition to the requirements of 
be Companies Act, it shall have been sanctioned by the holders of Preferred 
Shares. 

Any matter requiring the sanction of the holders of the Preferred Shares as 
provided in this paragraph L shall be deemed to have been duly sanctioned by 
the holders of the Preferred Shares if it shall have been approved in writing by 
the holders of a majority of the outstanding Preferred Shares or by resolution 
a at a special general meeting of holders of Preferred Shares duly called and 

eld upon not less than twenty (20) days’ written notice at which the holders of 
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at least a majority of the outstanding Preferred Shares are present or represented 
by proxy and carried by the affimative vote of the holders of a majority of the 
outstanding Preferred Shares or by the affirmative vote of not less than two- 
thirds of the votes cast at such meeting, whichever is less. If at any such special! 
general meeting the holders of a majority of the outstanding Preferred Shares 
are not present or represented by proxy within one-half hour after the 
time appointed for the meeting, then the meeting shall be adjourned to such date 
not less than twenty-one (21) days thereafter and to such time and place as may 
be designated by the Chairman, and not less than fifteen (15) days’ written notice 
shall be given of such adjourned meeting. At such adjourned meeting the holders 
of Preferred Shares present or represented by proxy may transact the business 
for which the meeting was originally convened and a resolution passed thereat by 
the affirmative vote of the holders of a majority of the outstanding Preferred 
Shares or by the affirmative vote of not less than two-thirds of the votes cast at 
such meeting, whichever is less, shall constitute the sanction of the holders of 
Preferred Shares referred to above. Subject to the foregoing, the formalities 
to be observed in respect of the giving of notice of any such special general meeting 
or adjournment and the conduct thereof shall be those from time to time pre- 
scribed in the bylaws of the Company in respect of meetings of shareholders. 


Common shares without nominal or par value 

The Common Shares of the capital stock of the Company carry the right to one 
vote per share at aJl meetings of shareholders. The rights of the holders of the 
Common Shares as to dividends, profits, and capital are subject to the prior rights 
of the holders of the Preferred Shares. 

No Registrar of Transfer Agent has been appointed in respect of the Common 
Shares of the Company which are transferable at the head office of the Company; 
in respect to the Preferred Shares the Company has appointed the following 
ese: oa Agents and Registrars: 


National Trust Company, Limited, registrar, 225 St. James Street West, 
Montreal 1, Que. 

National Trust Company, Limited, registrar, 20 King Street East, Toronto, 
Ontario. 

National Trust Company, Limited, registrar, 250 Portage Avenue Winnipeg, 
Manitoba. 

National Trust Company, Limited, registrar, 811 West Pender Street, Vancouver, 
B. C. 

The Royal Trust Company, transfer agent, 105 St. James Street West, 
Montreal 1, Que. 

The Royal Trust Company, transfer agent, 66 King Street West, Toronto, Ontario. 

The Royal Trust Company, transfer agent, 436 Main Street, Winnipeg, Manitoba. 

The Royal Trust Company, transfer agent, 626 West Pender Street Vancouver, 
B. C. 


Bonds, secured obligation and notes 
The Company has outstanding $12,186,000 principal amount of First Mortgage 
34% Sinking Fund Bonds, Series A, due 1974, and $23,263,000 principal amount 
of First Mortgage 346% Sinking Fund Bonds, Series B, due 1974. The Series A 
Bonds are payable as to principal, interest, and premium, if any, in Canadian 
currency and the Series B Bonds are payable in United States currency. The 
Bonds of both series were issued pursuant to and secured by a Trust Deed of 
Hypothec, Mortgage and Pledge bearing formal date as of May 15, 1944, granted 
by the Company in favour of National Trust Company, Limited, as Trustee 
The Trust Deed limits the aggregate principal amount of bonds of all series to be 
issued thereunder and at any one time outstanding to $50,000,000, for which 
urpose one United States Dollar is to be deemed the equivalent of one Canadian 
Jollar. Within this limit and so long as the Company is not in default, additional! 
bonds of a series other than the Series A and Series B may from time to time be 
issued for amounts not exceeding 60% of the cost or fair value to the Company, 
whichever is less, of property additions, under conditions set forth in the Trust 
Deed. The Bonds are a direct obligation of the Company and are secured by a 
specific first charge on those power properties of the Company consisting of the 
Shipshaw hydroelectric development and the Passe Dangereuse storage works, 
and by a first floating charge on two hydroelectric generating units, certain trans- 
formers and other equipment as well as certain contracts relating to the Shipshaw 
development, all as set out in the Trust Deed. The charge does not cover any 
aluminum producing or fabricating facilities of the Company. The Bonds are 
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re -deemable at any time at the option of the Company, in whole or in part, on 30 
days’ notice, ata descending scale of prices now ranging from 106% of the prince ipal 
amount thereof to 100.10%, together with accrued interest to the date of redemp- 
tion. The Bonds are entitled to the benefit of a fixed sinking fund sufficient to 
retire $600,000 principal amount of bonds in each of the years 1947 to 1952, 
$800,000 in each of the years 1953 to 1959, $900,000 in each of the years 1960 to 
1966 and $1,000,000 in each of the years 1967 to 1973, together with a contingent 
sinking fund consisting each year of an additional sum equal to 3% of the con- 
solidated net earnings of the Company and its fully-owned subsidiaries (as defined 


‘in the Trust Deed) for the preceding calendar vear. The Bonds are redeemable 


for the Sinking Fund at a descending scale of prices now ranging from 101.63% 
of the principal amount thereof to 100.10%, together with accrued interest to 
redemption date. Sinking Fund monies are to be applied to the redemption of 
Series A Bonds and Series B Bonds in the ratios of 11/32nds and 21/32nds 
respectively. Registry and transfer books in respect of these Bonds are main- 
tained at the offices of The National City Bank, 55 Wall Street, New York 15, 
New York, and the National Trust Company, Limited, Montreal. (Reference 
is hereby made however to paragraph (p) on pages 16 and 17 hereof). 

The Company also has a contractual obligation to make certain payments re- 
lated to the amount of power generated at the Shipshaw hydroelectric develop- 
ment, which obligation is secured by a second hypothee on said development. 
The details of this obligation and the charge securing it are set out in a certain 
Notarial Deed of Sale, Transfer, Grant and Conveyance dated June 29, 1944, 
between Aluminum Power Company, Ltd. and Aluminum Company of Canada, 
Limited and Alcoa Power Company Limited. This obligation may be com- 
muted at the present time for $10,725,000. 

The Company has outstanding $54,968,185 ea amount of 3% Redeemable 
notes (unsecured) due 1961, pay able to the British Government. These notes 
were issued in consideration of joans from the British Government to the Com- 
pany related to stipulated increases in aluminum producing capacity. The 
interest thereon and $30,580,000 principal thereof (as of October 31, 1950), are 
abatable if, and proportionately to the extent that, such increased capacity is not 
utilized by the Company. 

There is no substantial indebtedness of the Company not shown in the balance 
sheet as at October 31, 1950, included in this Prospectus which the Company 
proposes to create or assume at the present time other than the Debentures offered 
by this Prospectus and, pursuant to the principles of agreement settled with 
the British Government outlined under the heading ‘‘Negotiations with the 
British Government” on page 6 above, the proposed extension of the above- 
mentioned $54,968,185 3% Redeemable notes due 1961 and the proposed addi- 
tional indebtedness of $25, 000, 000. 

(e) There are no securities of the Company covered by options outstanding or 
proposed to be given. 

(f) The number of securities offered by this Prospectus and their correct 
descriptive titles are $50,000,000 principal amount 372 %o Sinking Fund Debentures 
to be dated January 2, 1951, and to mature January 2,1971. All of such Deben- 
tures are to be sold by the Company to A. E. Ames & Co. L imited, as purchaser, 
at the price of $49,375,000 with accrued interest from January 2, 1951, to the date 
of delivery, pursuant to an agreement of December 13, 1950. t he price and terms 
on which all of such Debentures will be offered to the public are as stated on the 
face of this Prospectus, to which reference is hereby made. 

No securities have been offered by the Company for subscription within the two 
preceding years. However, on November 29, 1950, the Company declared a 
dividend of $15,000,000 on the Common Shares of the Company payable on 
December 29, 1950, by the issue of 1,500,000 Common Shares, without nominal 
or par value, of the authorized capital stock of the Company as stated in paragraph 
(d) above, to which reference is hereby made. 

(g) Proceeds of the sale of the Debentures will be used by the Company for 
general corporate purposes. 

(h) No remuneration was paid by the Company to its directors, as such, dur- 
ing its last financial year and it is not anticipated that any remuneration will be 
paid by the Company to its directors, as such, during its current financial year. 
The aggregate remuneration paid by the Company during the last financial year 
of the Company to officers of the Company who individually have received or 
may be entitled to receive remuneration in excess of $10,000 per annum was 
$186,433, and it is estimated that the aggregate remuneration which will be pay- 
able by the Company during the current financial year to such officers will be 
approximately $237,933. 
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(i) The estimated net proceeds to be derived from the $50,000,000 principal! 
amount of Debentures offered by this Prospectus (on the basis of said Debentures 
being fully taken up and paid for) is $49,175,000 after deducting the estimated 
expenses in connection with this issue. 

(j) and (x) No shares are being offered by this Prospectus. 

(k) No amount has been paid within the two preceding years or is payable to 
any person as a commission for subscribing or agreeing to subscribe or procuring 
or agreeing to procure subscriptions for any shares in, or debentures or other obli- 
gations of, the Company. Keference however is made to the agreement with 
A. E. Ames & Co. imited referred to in paragraph (f) above. ; 

(1) and (w) The Company has been carrying on business since 1902. 

(m) and (n) Ne property has been purchased or acquired or is proposed to be 
purchased or acquired by the Company, the purchase price of which is to be 
defrayed in whole or in part out of the proceeds of the Debentures offered by this 
Prospectus or has been paid within the last two preceding years or is to be paid 
in whole or in part in securities of the Company. 

No property has been purchased or acquired or is proposed to be purchased or 
acquired, the purchase or acquisition of which has not been completed at the date 
of this Prospectus, except materials and supplies purchased or acquired or pro 
posed to be purchased or acquired in the ordinary course of operations and on the 
general credit of the Company, and certain lots of land and property rights, con- 
struction materials and equipment purchased or acquired or proposed to be pur- 
chased or acquired on the general credit of the Company which are to be used in 
the construction and installation by the Company of hydro-electric power produc- 
tion facilities on the Peribonka River at Chute du Diable under a lease from the 
Province of Quebec to the Company dated October 27, 1950, the total cost of 
which is estimated to be $31,000,000, and for the installation and putting into 
operation of additional facilities for the production of aluminum, the total cost 
of which is estimated to be $9,200,000, and the construction of bauxite mining, 
handling, and storage facilities for subsidiary companies, the total cost of which 
is estimated to be $4,000,000, and the title of all of which property is or will be 
held by the Company or said subsidiary companies as owner. 

(o) Except as indicated in paragraph (d) above, no securities of the Company 
other than the Debentures offered by this Prospectus have been issued or agreed 
to be issued within the two preceding years. 

(p) The Debentures offered by this Prospectus will be issued pursuant to the 
rovisions of a Trust Agreement to be dated January 2, 1951, in favour of The 
toyal Trust Company, as Trustee. The Debentures will be direct obligations 

of the Company but will not be secured by any hypothec, mortgage, pledge or 
other charge. 

However, the holders of the Debentures will be entitled to the benefit of cove- 
nants on the part of the Company to be contained in the said Trust Agreement, 
which will provide substantially that while any of the Debentures are outstanding: 

(1) Neither the Company nor any subsidiary company will mortgage, hypothe- 
cate, charge, pledge or otherwise encumber any of its assets to secure any obligations 
unless at the same time it shall secure equally and rateably with such obligations 
all of the Debentures issued under the Trust Agreement and then outstanding; 
provided that this covenant shall not apply to: 

(i) any security (except on fixed assets) given in the ordinary course of 
business to any bank or banks or others to secure any indebtedness payable 
on demand or maturing within eighteen (18) months of the date on which 
such indebtedness is incurred or of the date of any renewal thereof; 

(ii) the giving or assumption of any purchase money mortgage; 

(iii) any security given by any subsidiary to the Company or to any other 
subsidiary so long as the same shall be held by or for the benefit of the Com- 
pany or a subsidiary, it being understood that any transfer or assignment 
of such security by the Company or other subsidiary to others than the 
Company or a subsidiary shall be deemed to be the giving or creation at that 
time of such security; 

(iv) any mortgage, hypothec, charge, pledge or other encumbrance created 
by any subsidiary company for the purpose of securing its bonds, debentures, 
notes, indebtedness, or other obligations not exceeding in the aggregate for 
all subsidiaries $3,000,000 principal amount, at any one time outstanding 
and not held by the Company or a subsidiary; provided that for the purposes 
of this sub-paragraph the principal amount of any bonds, debentures, notes, 
indebtedness or other obligations payable in foreign currency shall be com- 
puted at its equivalent in Canadian currency at a date within thirty (30) 
days prior to the date of any proposed issue; 
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(v) the refunding by the Company of the whole of its then outstanding 
First Mortgage 34% Sinking Fund Bonds due May 15, 1974; 

(vi) the commutation and refunding of the obligations of the Company 
are under a certain Deed of Sale, Transfer, Grant and Conveyance dated 
June 29, 1944, between Aluminum Power Company, Ltd. and the Company 
and Alcoa Power Company, Limited; 

(vii) the refunding of any refunding issue authorized under this paragraph; 

No refunding issue authorized under this paragraph or the next following 
paragraph (2) may be made to an aggregate principal amount and/or commutation 
value exceeding that of the obligations then outstanding to be refunded. 

For the purpose of this covenant “purchase money mortgage”’ shall mean any 
mortgage, lien or other encumbrance upon property acquired or to be acquired 
by the Company or any subsidiary company to secure not more than 75% of the 
purchase price of such property and shall include extensions and renewals thereof 
upon the same property if the principal amount of the indebtedness secured 
thereby is not increased. 

The term “Subsidiary Company” will be defined in the Trust Agreement to 
mean any corporation at least a majority of the shares of the voting stock of 
which shall at the time be owned, directly or indirectly, by the Company or by 
one or more of its subsidiaries or by the Company and one or more of its sub- 
sidiaries. 

2) The Company will not issue under that certain Trust Deed of Hypothec, 
Mortgage and Pledge bearing formal date as of May 14, 1944, granted by the 
Company in favour of National Trust Company, Limited, any First Mortgage 
Bonds authorized thereunder except for refunding purposes authorized by the 
next preceding paragraph (1), or to replace any Bonds issued thereunder which 
may have been mutilated, lost, stolen or destroyed. 

(3) The Company will not by way of payment or distribution to or for ac- 
count of its Common shareholders reduce the aggregate of (i) the amount paid 
up on its Common stock; (ii) the amount of its consolidated capital suplus, to 
be defined in the Trust Agreement; and (iii) the amount of its consolidated 
earned surplus, to be defined in the Trust Agreement, below the sum of $60,000,000 
nor make any such payment or distribution when such aggregate is below that 
sum; provided that, if at any time any Preferred shares or any other class of 
stock of the Company shall be issued to its Common shareholders any payment 
or distribution to the holders for the time being of such Preferred shares or other 
class of stock shall be deemed, for purposes hereof, to be a payment or distri- 
bution to its Common shareholders; provided further that, for the purposes 
hereof, such aggregate shall conclusively be deemed to be that shown by an 
interim consolidated balance sheet prepared by the Company and made up as 
of a date not more than sixty (60) days prior to the date of authorization of any 
payment or distribution, after making provision for any payment or distribution 
authorized after the date of said interim consolidated balance sheet. 

(4) The Company will create a sinking fund for the Debentures by making 
annual payments to the Trustee sufficient in amount to retire $32,500,000 prin- 
cipal amount of the 34% Sinking Fund Debentures prior to maturity and for 
that purpose to retire $1,900,000 principal amount on January 2 in each of the 
years 1954 to 1969 inclusive, and to retire $2,100,000 principal amount on January 
2, 1970, all in accordance with provisions to be set out in the Trust Agreement. 
The Company may tender to the Trustee, at the principal amount thereof, 34% 
Sinking Fund Debentures acquired by it by purchase or call, in satisfaction, in 
whole or in part, of its sinking fund obligations. 

Registry and transfer books in respect of the 3% Sinking Fund Debentures 
offered by this Prospectus will be maintained at the offices of The Royal Trust 
Company in Montreal, Toronto, Winnipeg and Vancouver. 

(q) As set out in paragraph (g) of this Statutory Information the proceeds of the 
sale of the Debentures offered by this Prospectus will be used by the Company for 
the general corporate purposes of the Company, and accordingly all manner of 
services rendered and to be rendered to the Company in the ordinary course of 
business may sooner or later be paid in whole or in part indirectly out of such pro- 
ceeds. Except as aforesaid and except for legal, auditing, printing and miscel- 
laneous expenses in connection with this issue, no services rendered to the Com- 
pany are to be paid for by the Company either in whole or in part out of such 
proceeds. No services rendered or to be rendered to the Company have been 
— the last two preceding years or are to be paid for by securities of the 

ompany. 

(r) No amount has been paid within the two preceding years or is intended to be 
paid to any promoter. 
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’ (s) During the two preceding years, the Company has entered into the following 
material contracts which might be considered as not made in the ordinary cours: 
of business carried on or intended to be carried on by the Company: 

| (1) A lease of Crown lands was granted by the Province of Quebec to the Com- 
pany on October 27, 1950, which permits the erection of hydroelectric develop- 
ments at two sites on the Peribonka River (known as Chute du Diable and Chute 
Savanne) and which grants the right to use the waters of the above-mentioned 
river. The lease runs until December 1, 1978 (or December 1, 1983, if the Chute 
Savanne development has been commenced by December 1, 1958, and completed 
with diligence), and is renewable at the Company’s option for twenty-five years. 
It is further renewable for another twenty-five year period at the discretion of the 
Government. 

(2) The agreement dated December 13, 1950, referred to in paragraph (f) of this 
Prospectus, made with A. E. Ames & Co., Limited, for the sale and purchase of 
the Debentures offered by this Prospectus. 

(3) Various contracts for the construction of works, buildings, roads and 
bridges, and the purchase and installation of machinery and equipment in con- 
nection with the Company’s expansion programme: 

May 3, 1949—Foundation Company of Canada, Limited, Montreal. 
July 3, 1950—Shawinigan Engineering Company, Limited, Montreal. 
Aug. 21, 1950—Dominion Bridge Company, Limited, Lachine. 

Aug. 29, 1950—Pentagon Construction Company, Limited, Montreal. 
Sept. 20, 1950—Canadian Allis-Chalmers, Limited, Lachine. 

Sept. 20, 1950—Brown, Boveri (Canada) Limited, Montreal. 

Sept. 27, 1950—F. L. Smidth and Company, Inec., New York City. 

Oct. 11, 1950—H. J. O’Connell Limited, Montreal. 

Oct. 11, 1950—Canadian Westinghouse Company, Limited, Montreal. 
Oct. 20, 1950— Minister of Roads of the Province of Quebec. 

Oct. 23, 1950—Canadian General Electric Company, Limited, Montreal. 
Oct. 30, 1950— Minister of Public Works of the Province of Quebec. 
Nov. 22, 1950—Canadian Westinghouse Company, Limited, Montreal. 
Nov. 29, 1950—Canadian Car and Foundry Company, Limited, Montreal. 
Dec. 13, 1950—Fraser-Brace Engineering Company, Limited, Montreal. 


Copies of the above-mentioned agreements, and of a draft of the Trust Agree- 
ment referred to in paragraph (p) hereof, may be inspected at the head office of 
the Company during the Company’s ordinary business hours during the period 
of the primary distribution to the public of the Debentures offered by this 
Prospectus. 

While no formal agreement has been entered into at the date of this Prospectus, 
the Company and the British Ministry of Supply have, as stated elsewhere in 
this Prospectus, recently settled the principles of an agreement providing for the 
extension of the $54,968,185 3% Redeemable notes of the Company due 1961 
until 1971, and a further loan to the Company of $25,000,000 without security, 
to be repaid in 1971 with interest at 316%, abatable as to both principal and 
interest in the event that the Company’s annual production falls below 400,000 
metric tons to a base of 307,500 metric tons per annum during the next twenty 
years. 

_ The Ministry is to have first call on 200,000 metric tons of the Company’s 
ingot production per annum for the next twenty years and is to take during the 
next three years 640,000 metric tons of metal on firm orders. 

(t) The By-laws of the Company provide that the directors may from time to 
time fix or provide in any manner whatsoever for the fixing of their remuneration 
as directors. 

(u) The Company has not acquired within the preceding two years, and does 
not propose to acquire, any property in which any director of the Company had 
or has any interest. 

(v) No amount of the consideration received for the issue of the Common 
Shares without nominal or par value has been set aside as distributable surplus. 

In addition to the stock dividend referred to in paragraphs (d) and (f) above the 
Company has declared regular monthly cash dividends payable in November and 
December 1950 of $1,500,000 each. 

No securities of the Company are, to the knowledge of the Company, held in 


escrow, 
OWNERSHIP AND LITIGATION 


The Common Stock of the Company is owned by Aluminium Limited. It was 
established in a recent trial in the United States that over 50% of the outstanding 
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shares of Aluminium Limited were held by eleven persons who held approximately 
the same percentage of the outstanding Common Stock of Aluminum Company 
of America. On July 6, 1950, the Court decreed that these persons would be 
required to divest themselves of their holdings in one company or the other. The 
Company is unable to predict whether the final disposition of these holdings under 
a court order yet to be issued will have any material effect on the business or 
management of the Company, 

The foregoing constitutes full, true and plain disclosure of all material facts in 
respect of the offering of securities referred to above as required by section 44 of 
The Securities Act, 1947 (Ontario), and there is no further material information 
applicable other than in the financial statements or reports where required, 

Dated December 16, 1950. 

DIRECTORS 


(Signed) Dana T. Bartholomew, by his agent, J. Alex. Prud’homme 
(Signed) Nathanael V. Davis, by his agent, J. Alex. Prud’homme 
(Signed) J. A. Dullea, by his agent, J. Alex. Prud’homme. 

Paul LaRoque. 
(Signed) E. G. MacDowell, by his agent, J. Alex. Prud’homme. 
(Signed) Edwin J. Mejia, by his agent, J. Alex. Prud’homme, 
(Signed) R. E. Powell, by his agent, J. Alex. Prud’homme. 

J. Alex. Prud’hotame. 

H. H. Richardson. 


UNDERWRITERS 


To the best of our knowledge, information and belief, the foregoing constitutes 
full, true and plain disclosure of all material facts in respect of the offering of 
securities referred to above as required by section 44 of The Securities Act, 1947 
Ontario), and there is no further material information applicable other than in 
the financial statements or reports where required. In respect of matters which 
are not within our knowledge we have relied upon the accuracy and acequa 
of the foregoing. 

A. E. Ames & Co., Liurrep, 
F. D. Cuapman, Vice President. 

The following are the names of every person having an interest either directly 
or indirectly to the extent of not less than 10% in the capital of A. E. Ames & 
Co. Limited: H. R. Tudhope, C. E. Abbs, F. J. Coombs. 


A. E, Ames & Co., LimITEep 
H. R. Tupnopr, C. E. Arps, F. J. Coomrs 


Toronto, Montreal, Winnipeg, Vancouver, Victoria, London, Ottawa, Hamilton, 
Kitchener, Owen Sound, St. Catharines, Quebec; London, England 


Mr. Wituts. What were you saying, Mr. Davis? 

Mr. Davis. That prospectus has no reference to Kitimat. The 
primary aim for raising money was for our current expansion program. 

The CHarrMan. I should not have said Kitimat. 

Would it be correct to state that the Aluminum Co. of Canada, or 
its subsidiary companies, own and operate bauxite mines in British 
Guiana and Newfoundland, and has facilities in Trinidad, as well as 
shipping, railroad, and terminal facilities in Canada; is that correct? 

Mr. Davis. Yes, sir; that is correct except that the Newfoundland 
mines are fluorspar. 

The CuatrMan. Would it be correct to state that the Aluminum 
Co. of Canada also owns hydroelectric properties on the Saguenay 
River, with a total generating capacity of 1,500,000 horsepower? 

Mr. Davis. Yes, sir; that is correct. 

The CuarrMan. With fabricating plants located at Arvida, Canada; 
Isle Maligne; Beauharnois; Shawinigan Falls; Kingston, and La Tuque? 
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Mr. Davis. That is correct, Mr. Chairman, but the plants which are 
located at Beauharnois and La Tuque are smelters and have not been 
operating since the war. 

The CuarrMan. Now, would it be correct to state that for the year 
1948, Alcan, the Aluminum Co. of Canada, produced 333,000 tons 
of primary? 

Mr. Davis. Yes, sir; that is correct. 

The CuarrMan. Was it not more than the Aluminum Co. of America 
produced that year? 

Mr. Davis. I do not know what Aluminum Co. of America pro- 
duced that year. 

The CuarrmMan. Well, those are the figures that we got from the 

roceedings in the District Court of the United States for the Southern 

istrict of New York. There is clear indication that the primary 
aluminum produced by Alcan was more than that produced by the 
Aluminum Co. of America in 1948, and twice as much as Reynolds 
produced and about 2% times the production of Kaiser. 

Mr. SuHears. Do any of your subsidiaries mentioned by the chair- 
man now supply aluminum to the satellite countries? 

Mr. Davis. To my knowledge, none of them do, with the exception 
of three. 

One is the Chinese Aluminium Rolling Mills, Ltd., to the extent they 
are producing, since they are behind the iron curtain—or “bamboo 
curtain.” 

Now, we have an interest in two companies in Norway, Det Norske 
Nitridaktieselskap and Norsk Aluminium Co. 

The Government of Norway requires those two producers to turn 
over a small percentage of their ingot output to the Government, 
which is used in trade agreements between the Norwegian Government 
and other governments and, to the best of our knowledge, some of 
those trade agreements are with iron curtain countries. 

Mr. SuHears. With Russia, directly? 

Mr. Davis. I do not know whether with Russia directly. We 
believe a small amount of Norwegian ingots go to the iron curtain 
countries. 

Mr. Wituis. You named only two. What was the third? 

Mr. Davis. In my second reference, I referred to two companies, 
Det Norske Nitridaktieselkap and Norsk Aluminum Co. 

Now, in the fabricated business, it is difficult to say where a cook- 
ing utensil will end up, for example; but to my knowledge the sales of 
those countries are primarily in their own territory. 

The CuarrMANn. Do you know whether any of those subsidiary 
companies or affiliated companies sell any primary aluminum to 
satellite countries like Poland, Czechoslovakia, and so forth? 

Mr. Davis. Not to my knowledge, no, sir. In fact, they are so 
short of ingots, I am sure that if they have got it, they would keep it. 

The CHarrMANn. Well, it may be that they are short now, but what 
was the situation 2 years ago? 
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Mr. Davis. They were not short at that time and possibly at that 
time they were doing that. I do not know. 

The CuHarrMaNn. It is reasonable to assume that these other coun- 
tries, like Norway, Czechoslovakia, and Germany, were selling to 
Russia in those years? 

Mr. Davis. In the manner mentioned by me just a moment ago; 
but otherwise we know of no such shipments. Most of the subsidiaries 
you mentioned sell their products in their own individual territories. 
" The Norwegain fabricating plants cater only to the demand in 
Norway, and the same is true in Holland; so it seems most unlikely 
that any quantity would have gone from those fabricating companies 
to countries behind the iron curtain. 

The Cuarrman. Would that same observation also hold true with 
reference to Switzerland? 

Mr. Davis. Switzerland does more exporting than the others, but I 
believe not a great deal, to my knowledge, has been exported, of 
fabricated products from Switzerland recently, at least, to behind the 
iron curtain. 

Mr. Keatina. Well, the chairman was asking about primary 
products. 

Mr. Davis. Oh, are you referring to primary, Mr. Chairman? 

The CHarrMan. I was; but you might enlighten us to any aluminum. 

Mr. Davis. As to primary, | would like to repeat my former state- 
ment, that we know of no primary aluminum going behind the iron 
curtain, with the exception of those two cases of the Norwegian com- 
panies, which have to give a part of their production to the Norwe- 
gian Government, which part might in turn go to the Russian Goy- 
ernment, as a result of trade agreements of the Norwegian Govern- 
ment with the Russian Government. Other than that, I know of 
nothing. 

Mr. Keatrina. That is as of the present time? 

Mr. Davis. Yes, sir. 

Mr. Keatine. There were shipments of primary aluminum from 
Canada in 1949 and 1950 to the iron curtain countries? 

Mr. Davis. Yes, sir; that is correct. Mr. Chairman, I will come 
to that. 

Mr. Wixuts. What percentage of the output of those Norwegian 
companies does the Government require to be sold to it? 

Mr. Davis. I do not have the exact figure, but it would be a very 
small percentage. I believe that one produces about 15,000 tons, 
and probably turns over to the Government 1,000 or 2,000 tons only. 

Now, there are other producers in Norway, and what they do, we 
do not know. 

Mr. Wixus. They are competing companies? 

Mr. Davis. Yes, sir; they are competing companies. 

The Cuarrman. Now, Mr. Davis, we asked you to give us a list of 
the 50 largest stockholders as of August 11, 1950, of Aluminium 
Limited. Those lists will be placed in the record. 
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(The lists referred to follow:) 


Aluminium Limited—List of the 50 largest shareholders, as eo Aug. 11, 1950 





wistere , —_— Number of 
Registered name Address > omta 


Anderson & Co ee bd : Philadelphia, Pa 
Bankmont & Co. _- —s Montreal, Quebec 
Bishop & Co ; Boston, Mass 
Board of trustees of Oberlin College, The bee Oberlin, Ohio 
Brownlie & Co . 4 New York, N. Y 
Cigland Corp do 
City Bank Farmers Trust Co. as successor trustee for Doris do 

Duke under indenture May 2 2, 1917, with James B. Duke. 
Continental Insurance Co., The : Montreal, Quebec 
Crimson & Co e Boston, Mass 
Cudd & Co ‘ New York, N. Y 
Arthur V. Davis Pittsburgh, Pa 
Edward K. Davis Marstons Mills, Mass 
Doride Corporation ’ ; New York, N. Y 
Doris Duke do 
Egger & Co do 
Fidelity & Casualty Co. of New York, The Montreal, Quebec 
G. R. Gibbons Pittsburgh, Pa 
Gilbert Securities, Ltd Montreal, Quebec 
Mabel Lindsay Gillespie Pittsburgh, Pa 
Hare & Co. (New York New York, N. Y 
Roy A. Hunt Pittsburgh, Pa 
Walker P. Inman New York, N. Y 
Jaquith & Co do 
King & Co do 
Lack & Lindsay Wilmington, Del 
Lazard Freres & Co New York, N. Y 
Linden Investment Corp do 
Mac & Co : ; . ; Pittsburgh, Pa 
Mansell & Co 5: . New York, N. Y 
Massachusetts Investors Second Fund, Inc Boston, Mass 
Mellon National Bank & Trust Co., trustee under deed of | Pittsburgh, Pa 

trust of A. W. Mellon dated Dec. 28, 1934, for the benefit 

of Audrey Bruce. 
Mellon National Bank & Trust Co., trustee under deed of 

trust of A. W. Mellon dated Dec. 28, 1934, for the benefit 

of A. Mellon Bruce and her children. 
Paul Mellon ‘ do 
Richard K. Mellon do 
Monsco & Co ; Montreal, Quebec 
D. T. Moore & Co__. New York, N. Y 
Orrin, Henry & Co do 
Price Bros. & Co., Ltd Quebec, Quebec 
Mrs. Gladys Pell Rogers New York, N. Y 
Roycan & Co., No. 1 Account > : Montreal, ~ bee 
Royork & Co : New York, N. Y 
Salkeld & Co =" . do 
Sarah Mellon Scaife Pittsburgh, Pa 
Shaw & Co J San e ‘ New York, N. Y 
Sigler & Co i . do 
St. Lawrence Sugar Refineries, Ltd ...| Montreal, Quebec 
Frederick A. Stoughton ¥ / New York, N. Y 
Trustees of the Duke endowment, a trust established by do 

James B. Duke by indenture dated Dee. 11, 1924. 
Trustees of the Massachusetts Investors Trust under a | Boston, Mass 

declaration of trust dated Mar. 21, 1924. 
Wonham, Albert & Co ; al CSE eas rea, Oe New York, N. Y-. 


TO Sides 
Total number of shares outstanding 
Total number of shareholders 





NotE.—This list is compiled from a certified list of shareholders of Aluminium Limited as of August | 
1950, prepared and certified by National Trust Co., Ltd., transfer agent and dividend disbursing age: 
for the purposes of the dividend payable Sept. 5 , 1950, 
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Nore.—ALUMINIUM Limirep Is Not UNpER Common Contro.t Witrn ALUMINUM 
Co. or AMERICA 


The question was first raised in 1937 when the United States Government 
commenced a suit against Aluminum Co. of America and Aluminium Limited 
under the antitrust laws. It was conclusively answered, after a trial that lasted 
for more than 2 years, by the following findings that were made on July 14, 1942 

which findings were affirmed on appeal): 

“The evidence does not show, nor is there basis for an inference, that there 
has ever been any contract, combination, conspiracy, agreement, or understand- 
ing among the stockholders of Aluminum Co. of America and Aluminium Limited, 
or any of them, concerning the voting of the stock of either company; or that in 
any instance two or more stockholders of either company have acted in concert, 
or pursuant to any contract, combination, conspiracy, agreement, or understand- 
ing, in or as to the voting of the stock held by them, respectively, in either company. 

“The evidence establishes that at no time have the policies or activities of 
Aluminium Limited been controlled by any stockholder or group of stockholders 
in the exercise of a common control of that company and Aluminum Co. of America. 
At all times the stockholders of Aluminium Limited have given the management 
of that company a free hand in the conduct of the business of the company and 
in the determination of its policies.”’ 

In the decision handed down by the district court on June 2, 1950, wherein the 
court directed the separation of the shareholdings in Aluminum Co. of America 
and Aluminium Limited, the validity of these findings was recognized. The court 
stated that the reason for directing a divestiture was merely to preclude the possi- 
bility of the exercise in the future of the ‘‘potential power’’ of common control 
which had admittedly existed since the organization of Aluminium Limited. 


The CHarrmMan. We observe, from the lists, for example, that the 
board of trustees of Oberlin College, at Oberlin, Ohio, own 45,000 
shares; that Arthur V. Davis, of Pittsburgh, Pa., owns 401,100 shares; 
that Edward K. Davis, of Marston Mills, Mass., owns 36,000 shares; 
that the Doride Corp., of New York, owns 65,910 shares; that Roy A. 
Hunt, of Pittsburgh, Pa., owns 132,999 shares; that Lack & Lindsay, 
Wilmington, Del., have 232,360 shares. 

Who is Lack & Lindsay? 

Mr. Davis. I cannot be 100 percent certain, Mr. Chairman, but 
| believe they are associated with the Mellon interests. 

The CHarrmMan. We tried to check who they were, but we were 
unable to find out. We looked in the Wilmington, Del., phone book. 
What is their exact address? 

Mr. Davis. 1 do not know, Mr. Chairman. 

The CuarrmMan. Who is Mr. Lack and who is Mr. Lindsay? 

Mr. Davis. It is probably a firm name. I do not know who they 
ure. 

The CHarrman. Will you endeavor to find out for us who Mr. 
Lack and Mr. Lindsay are, or what the firm of Lack & Lindsay is, other 
than your observation that they are connected with the Mellon 
interests? 

Mr. Davis. Well, Mr. Chairman, we feel as a company we are 
not entitled to look into the identity of shareholders. 

The CuarrmMan. Even when they hold 232,360 shares of stock? 

Mr. Davis. Yes, sir; if they put their shares in street-names, or 
the like, we do not feel that we should try to go behind those names 
and try to determine who they are. 


8086 1—51—-+er. 1, pt. 1-28 
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Mr. Keatine. Do you think this is a street name? 

Mr. Davis. I am pretty sure it is; Mellon interests. 

The Cuarrman. But Aluminium Limited does not have to register 
with the SEC, does it? 

Mr. Davis. We are registered with the SEC. 

The CHarrMAN. You are? 

Mr. Davis. Yes, sir; we are. 

The CuarrMan. To go on with the names: 

There is the Linden Investment Corp., of New York, with 39,015 
shares; Mac & Co., Pittsburgh, Pa., 86,655 shares; Mellon National 
Bank & Trust Co., trustee under deed of trust of Bertha R. W. Mellon, 
dated December 28, 1934, for the benefit of A. Mellon Bruce and he: 
children, Pittsburgh, Pa., 70,000 shares; Paul Mellon, Pittsburgh, Pa., 
250,000 shares; Richard K. Mellon, Pittsburgh, Pa., 293,285 shares; 
Sarah Mellon Scaife, Pittsburgh, Pa., 144,865 shares; trustees of the 
Duke Endowment, a trust established by James Duke by indenture 
dated December 11, 1924, New York, N. Y., 131,840 shares; trustees 
of the Massachusetts Investors Trust under a declaration of trust 
dated March 21, 1924, Boston, Mass., 20,000 shares. 

Mr. Wituis. Mr. Chairman, do we have any record as to the per- 
centage of ownership by Americans—do you have a figure on it? 

The CuatrMan. I will ask the witness to answer that. 

Mr. Davis. Approximately 85 percent of the shares of Aluminium 
Limited are held by American citizens and 15 percent by Canadian 
citizens. That is counting shares. If one counts heads, there are 
more Canadian shareholders than American shareholders. 

Mr. Wiuuis. Do you know the differential in heads? 

Mr. Davis. Not exactly. 


Mr. Wits. Is it in your statement? 

Mr. Davis. I do not believe it is covered, but I would estimate 
about 3,000 shareholders Canadian, and 2,000 in this country. 

The CuHatrMan. I am going to place in the record a document filed 
by Aluminium Limited with the New York Stock Exchange. 
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ALUMINIUM LimITED—PaRTICULARS OF AFFILIATED COMPANIES 


} By way of supplement (as of December 31, 1950) to the particulars of affiliated 
Ster companies carried in Aluminium Limited’s application of April 28, 1950, to the 
New York Stock Exchange for the listing of its shares 


. List of affiliated companies and dates of organization thereof and acquisition of 
share interest therein 
Except for certain inactive companies and nonoperating companies of small im- 
portance, all the companies in which Aluminium Limited owns or controls, directly 
O15 or indirectly, 50 percent or more of the voting power and all other companies in 
which it has a substantial interest are listed below. 








nal 
on 
| , | Date of orig- 
1C] inal acquisi- 
9 ' tion by 
"’ : 7am Yate of or- Aluminium 
"es: Name of company ganization Limited of 
direct or in- 
the direct share 
ure interest 
CES —— = ys —— : : 
‘ AB Svenska Aluminiumkompaniet . Jan. 26,1934 | Jan. 26, 1934 
USI 4B Svenska Metallverken___._- sa Oct. 23,1911 | Jan. 1,1949 
4/S Kinservik - Mar. 7,1907 | June 4, 1928 
A/S Nordisk Aluminiumindustri Jan 2, 1918 Do. 
er- A/S Norsk Aluminium Company Mar. 22, 1923 Do. 
Dansk Aluminium Industri A/S Nov. 19, 1918 Do 
Aluminio do Brasil, 8. A . Dec. 17,1940 | Dec. 17,1940 
Eletro-Quimica Brasileira 8. A ' ne . July 5.1934 June 6, 1950 
‘ Aluminio Industrial Mexicano, 8S. A Oct. 26,1944 | Oct. 26, 1944 
Im Aluminium Company of South Africa (Pty.), Ltd ro 27,1940 | June 29, 1944 
' Aluminium Fiduciaries Limited i a . 1903 | Sept. 25, 1939 
an Aluminium Laboratories Limited ___. ’ Nov. 17, 1936 | Nov. 17, 1936 
ire Aluminium Meridional : ; Feb. 5,1926 | June 4, 1928 
Aluminium Secretariat Limited June 10,1944 | June 10, 1944 
Aluminium Securities Limited Apr. 21,1938 | Apr. 21,1938 
foyo Aluminium K. K : Apr. 7, 1981 Apr. 7, 1931 
Aluminium Union Limited 7 Oct. 1,1928 | Oct 1, 1928 
Aluminiumwerke Gottingen G. m. b. H July 26, 192 May 26, 1930 
Aluminiumwerke Nirnberg G. m. b. H Sept. 15 ig 24) June 4, 1928 
Aluminum Company of Canada, Ltd. June 3, 1902 Do 
te Chaguaramas Terminals Limited May 7,1942 | May 7, 1942 
Demerara Bauxite Company, Ltd Sept. 18,1916 | June 4, 1928 
Plantation Bauxite Company, Ltd___- Mar. 25,1949 | Mar. 25, 1949 
Newfoundland Fluorspar Limited ‘ Dec. 21,1939 | Dec. 21, 1939 
ed Saguenay Terminals Limited June 2,1904 | June 4, 1928 
The Roberval and Saguenay Railway Company Mar. 24, 1911 Do 
Aluminum Goods Limited Dec. a 1930 | Dec. 24, 1930 
Aluminum Import Corpor: ation ‘ Aug. , 1944) Aug. 1,1944 
Australian Aluminium Company Pty. Ltd Nov. 27.1936 | Mar 28, 1939 
Bauxites du Midi.......- ; Dec. ¥,1912 | June 4, 1928 
Delphi Bauxites 8. A Dec. 21, 193 1 | Dec. 21, 1931 
Det Norske Nitridaktieselskap - ._- Aug. 30,1912 | June 4, 1928 
A/S Tyssefaldene. Apr. 20. 1906 Do 
Indian Aluminium Company, Ltd Dec. 17,1938 | Dec. 17, 1938 
International Aluminium Company, Ltd__- Sept. 7,1949 | Sept. 7, 1949 
Jamaica Bauxites Limited Oct. 4,1943 | Oct 4, 1943 
Jeewanlal (1929) Limited. Oct. 1,1929 | Oct. 1,1929 
Magnesium Company of Canada, Ltd. June 25,1940 | June 25. 1940 
N. V. Nederlandsche Aluminium M: ratschappij Mar. 1,1988 | Aug. 25, 1938 
Northern Aluminium © ompany, Ltd Jan. 4,1909 June 4, 1928 
Saguenay Power Company, Ltd___- , July 8, 1924 | Do. 
Saguenay Electric Company____. aii sehiecadl Feb. 8, 1927 | Do 
Saguenay Transmission C ompany, Ltd_. 4 Apr. 28, 1926 | Do 
The Alma & Jonquieres R: ailway Company. ' ; Dec. 21, 1912 | Do 
Societa dell’ Alluminio Italiano -. - _. . oaeeeie ane Apr. 7,1917 | Do. 
Sprostons, Limited siaelih 4 ditemnants Sinn tiicllie pant ‘ Dec. 14, 1898 | Do. 
Stand Corporation. ....-...- ai nehedeidernst sh : Mar. 29,1941 | Mar. 29, 1941 
Stand wwe PLL LER EL OTT an .---.-----| Feb. 25,1944 | Feb. 25, 1944 
| vila dap ane cape EE al a ie La bet plated’ | Sept. 1,1939 | Sept. 1, 1939 
L’Aluminium Commercial 8. A. ithe aemindieat sbi ak ; Oct. 4,1939 | Oct. 4, 1939 
Aluminiumwerke A. G. Rorschach __ ; Jan. 28,1929 | Jan. 28, 1929 


_ Chinese Aluminium Rolling Mills, Ltd_. : Apr. 27,1932 | Apr. 27, 1932 
West African Aluminium Limited___.._.. ‘ caimiiciiatia : Jan. 19,1946 | Oct. 31, 1949 
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2. Amount and percentage of Aluminium Limited’s direct or indirect ownership of 
outstanding shares of affiliated companies 
Pages 12 and 13 of Aluminium Limited’s listing application to the New York 
Stock Exchange carry this information in respect of all companies listed under 
heading No. 1 above, as of December 31, 1950, with the exception of the following: 


Ownership by 
immediate parent 
™ | 
Name of company j Capital stock outstanding TiN Sets int ve 


| Number 
| shares 





} 
| Percent 
— ee - - - - —- Se - —_——=. os - - - - - -_— —— - | 
AB Svenske Metallverken---.-_-__- ee 423,750 ordinary shares 15, 000 | 
. , | 63,000 ordinary shares - 63, 000 
Aluminio do Brasil S. A., Eletro-Quimica | {76,500 ordinary shares | 76, 092 | 
Brasileira 8. A, (23,500 preferred shares (voting) | 16, 417 | 
; . 3,000,000 common shares 3, 000, 000 
Aluminum Company of Canada, Lt 5,000, = dete 
Alumi " n Company of Canada, Ltd_- 543,574 preferred shares None | 
Australian Aluminium Company Pty. Ltd_| 999,999 ordinary shares phat 333. 333 | 
, AP . 160,000 ordinary shares 133. 308 
Indian Aluminium Company, L {160, : - : : 
lian abe nena - mpany, Ltd... (40,000 preferred shares (voting b: None 
International Aluminium Company, Ltd-_..| 500 common shares Ea 500 
West African Aluminium Linited 250,000 ordinary shares si caetindanetiadl 62, 500 | 





1 All the shares of the capital of Aluminum Goods Limited and of Sprostons, Ltd., were, on Dee. 29, 1950, 
transferred by Aluminum Co. of Canada, Ltd., to Aluminium Limited by way of dividend. 

3 In addition Jeewanlal (1929) Limited owns 6,142 ordinary shares (3.84 percent) of Indian Aluminium 
Co., Ltd. 


8. Amount and percentage of Aluminium Limited’s direct or indirect ownership of 
outstanding bonds and other funded indebtedness of affiliated companies 





Amount and percentage of 
boids or other funded in 
debtedness directly or indi- 
rectly owned by Aluminium 


Name of company a 
yoy Limited 


Amount Percent 





AB Svenska Metallverken_.- - ; : se3 8. Kr. 2,000, 000 4.7 
Aluminio Industrial Mexicano, S. A---- i =a U. 8. $950, 000 | 100 
Aluminum Goods Limited : ao "alittle Can. $3, 200, 000 | 100 
Electro-Quimicsa Brasileira 8. A ; 2 : : ..| Cr. $87,000, 000 | 100 





4. Description of business and location of plants of affiliated companies 

Pages 26 and 27 of Aluminium Limited’s listing application to the New York 
Stock Exchange carry this information in respect of all companies listed under 
heading No. 1 above, with the exception of the following: 


‘ 





Name of company } Business and location of plant or plants 





AB Svenska Metallverken__-.._...-- | Fabricates aluminium, copper, brass, lead, and zine products; 
| also engaged in agriculture and forestry; plants at Vasteras, 
| Finspong, and elsewhere in Sweden. 

Electro-Quimica Brasileira 8. A__......;| Alumina production and aluminium smelting facilities in process 
of rehabilitation; producing ferro-alloys and sulphuric acid 

with power generated at own plant; plants at Ouro Preto 
(Minas Gerais), Brazil; owns bauxite deposits in vicinity. 

International Aluminium Company, | International distributing company with offices at Montreal 

td. (Canada) and Tokyo (Japan). 

West African Aluminium Limited_....| Holds bauxite and other concessions in the Gold Coast. 





Mr. Keatine. Is Aluminium, Limited, listed on the New York 
Stock Exchange? 

Mr. Davis. Yes, Mr. Congressman. 

The CHatrMAN. Are there any questions? 

(No response.) 
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The CuHarrMan. You may proceed. 

Mr. Davis. Before going into the next section of my statement, 
there are one or two comments I would like to make. 

We were just talking about the company’s policy of searching out 
low-cost hydroelectric power facilities. I am sure the subcommittee 
understands that hydroelectric power is one of the main elements in 
aluminum production. 

Now, power is often expressed in mills per kilowatt-hour, and when 
it is so expressed, it means that 1 mill per kilowatt-hour corresponds to 
| cent per pound of aluminum; 2 mills means that the power cost of 
aluminum per pound is 2 cents; and 3-mill power means that it will 
be 3 cents. 

Mr. Wiuuts. Will you say that, again? 

Mr. Davis. In determining the element of cost of producing 
aluminum, if power costs 1 mill, it will cost 1 cent per pound to pro- 
duce aluminum from the power point of view alone. If you have 
2-mill power, power will cost 2 cents per pound; if you have 3-mill 
power, power will cost 3 cents per pound, and so on. 

Mr. McCutuocu. What do you estimate it will cost per kilowatt 
to produce power at the British Columbia project? 

Mr. Davis. I would prefer, if you would, to let Mr. Powell go more 
fully into that. But our current costs for power are around 1 mill. 

We noted with great interest the testimony of Mr. Marlett, indi- 
cating that the Columbia River Power would be 2% mills; gas power 
would be between 2% and 3% mills; and coal power, about 4 mills. 
That, I believe, gives you a clear indication of why we are searching 
out the low-cost hydroelectric power. 

Mr. Wixuts. What makes electricity so expensive? 

Mr. Davis. It is the process, the process of making aluminum. 

Mr. Wixurs. I mean, what makes the tremendous amount of elec- 
tricity so essential to aluminum? 

Mr. Davis. In the process that is used—the name just slips me, but 
we can have Mr. Powell explain that to you in more detail—it requires 
huge quantities of electricity, 3.3 horsepower for the production of 
every pound. That is a huge quantity of electricity. 

[ could not give you accurate figures, but several years ago I heard 
someone say it requires as much power to produce a ton of aluminum 
as to heat and light a house for 15 years, so that gives you the amount 
of power that must be consumed in the aluminum industry. 

Mr. McCuutuocn. Did I understand you to say that the projected 
cost of power at this proposed development in British Columbia 
would cost no more than existing facilities that have been heretofore 
built? 

Mr. Davis. Perhaps I should say that our present power costs of 
our own power in the Saguenay area are somewhat under 1 mill, 
and the new power in British Columbia looks as if it would be some- 
what above, very slightly above 1 mill. But I would prefer to have 
those questions answered by Mr. Powell. He knows the power 
business better than I do, and his company has investigated British 
Columbia and knows it thoroughly. 

The CHarrMANn. You might continue reading your statemeni on 
page 4. 

Mr. Davis. Yes, sir. The next section is the “Alleged common 
control of Alcoa and Aluminium Limited.” 
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When Aluminium Limited was formed in 1928, all of the common 
shares of the company were turned over to Alcoa in return for the 
shares in its foreign subsidiaries which Alcoa had transferred to the 
new company. lmmediately thereafter Alcoa turned around and 
distributed the Aluminium Limited common stock to its own share- 
holders on the basis: of 1 share in Aluminium Limited for each 3 
shares they held in Alcoa. It will be seen, therefore, that in June 
1928 the shareholders in Alcoa and Aluminium Limited were the 
same individuals. They numbered less than 1,000. Subsequently 
with deaths, inheritances, and the many other factors influencing such 
things, the shares in both companies have become widely distributed. 
Today Alcoa has more than 9,000 common shareholders; Aluminium 
Limited over 5,000. Eighty-five percent of Aluminium Limited’s 
shares are held by residents of the United States, 15 percent by 
Canadians. A few of the largest Alcoa shareholders have continued 
until now to be holders of large blocks of Aluminium Limited shares. 

Mr. Wituts. Well, now, at this point, what percentage of the 
stock of Aluminium is owned or controlled by the stockholders of 
Alcoa? 

Mr. Davis. It would be now around 50 percent, Mr. Congressman. 
I can give you the exact figure; it can be calculated from the district 
court’s judgment on stock disposal, dated January 16 of this year.' 

Mr. Witu1s. Can you later supply that percentage? 

Mr. Davis. Yes, sir. 

Mr. McCuttocnu. Do I understand those shares are to be disposed 
of in large part by reason of the decree of the court over the next 
decade? 

Mr. Davis. Yes, sir; that is correct. I am just coming to that. 

Mr. McCuttocu. All right. 

Mr. Davis. From the incorporation of our company, the manage- 
ment of Aluminium Limited has been independent of Alcoa. There 
were no directors in common between the two companies. Because 
of the manner in which Aluminium Limited was created and the 
large shareholders in common, it has frequently been alleged that 
Aluminium Limited was in some way a subsidiary or affiliate of Alcoa. 
The question of common stock ownership and common management 
a between these two companies has been dragged through the 
aw courts in this country in anti-trust proceedings dating back to 
1937 and is now concluded. On July 14, 1942, the United States 
district court judge who heard the antitrust case said, after 5 years 
of litigation and some 40,000 pages of testimony, that there was no 
evidence of identity in management or direction. 

The CuHarrmMan. At this point I would like to ask you a few ques- 
tions about whether or not there is a community of interest between 
the personnel of Aluminium Limited and Alcoa. 

You are the president of Aluminium Limited? 

Mr. Davis. Yes, sir. 

The CuHarrmMan. And who was the president of the company 
before you? 

Mr. Davis. Mr. Edward K. Davis. 

The CuarrMaAn. Who is chairman of the board of Alcoa now? 

Mr. Davis. Mr. Arthur V. Davis. 

The Cuarrman. Is he Edward Davis’ brother? 


! See letter of February 20, 1951, from Aluminium Limited to C. Murray Bernhardt, Esq., in appendix. 
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Mr. Davis. That is correct. 

The CHarrMan. This makes you a nephew of Arthur Davis, 
chairman of the board of Alcoa? 

Mr. Davis. That is correct. 

The CuarrmMan. Do you own any shares of stock in Aluminium 
Limited? 

Mr. Davis. I own a few shares, Mr. Chairman. 

The CHarrMan. A few shares. How many shares of Aluminium 
does your uncle own, who is chairman of Alcoa? 

Mr. Davis. He owns a large block of shares. 

The CuarrmMan. Do you know how much? 

Mr. Davis. Approximately 400,000 shares. 

The CuarrmMan. You have no intention of severing your connection 
with Aluminium Limited because of that relationship; do you? 

Mr. Davis. No, sir; I have not. 

The CHarrmMan. And your uncle, I presume, has no intention of 
resigning from Alcoa? 

Mr. Davis. I do not know, Mr. Chairman. 

The CHatrMAN. Would it be correct to state, Mr. Davis, that as of 
May 1950, Arthur V. Davis, Edward K. Davis, Roy A. Hunt, and 
six members of the Mellon family, owned 46.53 percent of the out- 
standing common stock of Alcoa and 44.65 percent of the outstanding 
common stock of Aluminium Limited? 

Mr. Davis. Mr. Chairman, I do not have those figures in my head. 
They are in this court decree (exhibiting document). If you would 
like us to break them down, we will; but that sounds approximately 
right. 

The CuarrMan. They were taken from Judge Knox’s decision. 

Mr. Davis. Then they must be right. 

The Cuarrman. Does that not show a very strong community of 
interest in the two companies? 

Mr. Davis. It shows that there are common-stock holders. 

Mr. Chairman, might I say there, that this relationship has been 
thoroughly investigated by the courts. I do not know of any subject 
matter that has been more thoroughly investigated by the courts. 

I would like to read to you gentlemen, if I may be permitted to do 
so, an excerpt from the judge’s opinion. 

The CHarrman. Yes. 

Mr. Davis. The court made the following findings of fact on July 
14, 1943, and this is after 40,000 pages of testimony and after a long 
drawn-out case. I quote the findings of fact: 

The evidence does not show nor is there basis for an inference that there has 
ever been any contract, combination, conspiracy, agreement, or understanding 
among the stockholders of Aluminum Co. of America and Aluminium Limited, 
or any of them, concerning the voting of the stock of either company— 

The CHarrMan. Are you reading from Judge Caffey’s decision? 

Mr. Davis. Yes. 

The CHatrMAN. His decision was reversed by the circuit court of 
appeals, 

Mr. Davis. May I come to that, Mr. Chairman [continues reading]: 
or that in any instance two or more stockholders of either company have acted 
in concert or pursuant to any contract, combination, conspiracy, agreement, or 


understanding in or as to the voting of the stock held by them respectively in 
either company. The evidence establishes that at not time have the policies or 
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activities of Aluminium Limited been controlled by any stockholder or group of 
stockholders in the exercise of the common control of that company and the 
Aluminum Co. of America. At all times the stockholders of Aluminium Limited 
have give the management of that company a free hand in the conduct of the 
business of the company and in the determination of its policies. 

And, Mr. Chairman, these finding were affirmed upon appeal to 
the circuit court. 

The CuHarrmMan. Those specific findings? 

Mr. Davis. Those specific findings were affirmed upon appeal. 

The CuarrmMan. Nonetheless, there was a community of interest 
in the relationship that existed up until May 1950? 

Mr. Davis. Yes, sir; there are common shareholders. 

The CuarrMan. Would it also be fair to say that at this time, 
namely, May 1950, 11 stockholders possessed a majority of the shares 
of both Aluminium Limited and Alcoa? 

Mr. Davis. I do not have the exact figures with me, Mr. Chairman, 
but that must be correct. You have them, so they must be correct. 

The CuarrMan. Eleven stockholders possessed the majority of the 
shares of both Alcoa and Aluminium Limited. 

Now, at that time, would it be correct to state that Aluminium 
Limited had outstanding 3,772,050 shares of common stock, of which 
only 487,330 shares were held by Canadian residents? 

Mr. Davis. That sounds correct to me, Mr. Chairman. 

The CuarrMan. Now, is it correct to say that of the nine directors 
of Aluminium Limited, a majority reside in the United States? 

Mr. Davis. Would you repeat that, please, Mr. Chairman? 

The Cuarrman. That of the nine directors of Aluminium Limited, 
a majority reside in the United States, to wit: 

Dana Treat Bartholomew, Old Lyme, Conn.; Nathanael Vining 
Davis, 284 Woodland Road, Chestnut Hill, Mass.; James Atwood 
Dullea, Dogwood Lane, Westport, Conn.; Elmer George MacDowell, 
Tower Hill Road, Saunderstown, R. I.; and Edwin Joseph Mejia, 
Lakewood Drive, Stamford, Conn 

In other words, 5, a majority of the board, are residents of the United 
States. 

Mr. Davis. Mr. Bartholomew is not a member of the board of 
directors of Aluminium Limited. 

The CHatrMAn. Well, who is Dana Treat Bartholomew? 

Mr. Davis. He is the chief financial officer. 

The CuatrmMan. There are nine members of the board? 

Mr. Davis. There are nine members of the board. 

The CHarrMan. How many are United States residents? 

Mr. Davis. Let me check. 

Six of our members are residents in the United States, Mr. Chairman, 
out of the total of nine directors. 

The CHarrMAN. I have the prospectus here, and according to that, 
Bartholomew was listed as a director, dated December 1950. 

Mr. Davis. That is the prospectus for Aluminum Co. of Canada. 

The CHarrMAN. Yes. 

Mr. Davis. Excuse me, I thought you were referring to Aluminium 
Limited. Aluminum Co. of Canada is a subsidiary of Aluminium 
Limited. 

The Cuarrman. All right. Now, in other words, six of your di- 
rectors are residents and, I presume, citizens of the United States? 
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Mr. Davis. Yes, Mr. Chairman. 

The CuartrmMan. Now, a judgment requiring certain stockholders 
to divest their shareholdings either in Alcoa or Aluminum was entered 
approximately 2 weeks ago; is that correct? 

Mr. Davis. That is correct. 

The Cuarrman. I offer that judgment into the record. 

(The judgment referred to follows:) 


In THE District Court or THE UNITED States For THe SouTHERN District 
or New Yor«K 


Equity No. 85-73 


United States of America, Petitioner, v. Aluminum Company of America, et al., 
Defendants 


JUDGMENT ON Stock DIsposaL 


Whereas, on July 6, 1950, this Court entered its final judgment in this cause, 
paragraph V of which (a) requires Aluminum Company of America (hereinafter 
cometimes called ‘‘Alcoa’’) and the individual defendants who own stock in both 
Alcoa and Aluminium Limited (hereinafter sometimes called ‘‘Limited’’) to prepare 
and submit a plan or plans for carrying out the disposal of stock interests either 
in Limited or Alcoa as directed in the opinion of this Court filed June 2, 1950, and 
(b) further provides that, after consideration of said plan or plans, and discussion 
thereof by counsel, this Court will enter a further order or judgment concerning 
the plan to be carried out in connection with said stock disposal; and 

Whereas, Alcoa and said individual defendants, within the time specified in said 
paragraph V, did submit to this Court a plan for said stock disposal which, as 
modified after discussion by counsel and consideration thereof by the Court, is 
adopted in this judgment; and 

Whereas, the following-mentioned individuals (identified as now or formerly a 
part of the management of Alcoa) are defendants in this cause pursuant to the 
judgment of this Court entered April 23, 1946, viz., David K. E. Bruce, George H. 
Clapp, Safford K. Colby, Arthur V. Davis, Edward K. Davis, J. J. Demskie, 
Edwin 8. Fickes, C. B. Fox, George R. Gibbons, Roy A. Hunt, J. R D. Huston, 
C. L. Lycette, Richard K. Mellon, Charles H Moritz, George J. Stanley, Paul J. 
Urquhart, Irving W. Wilson, and Robert E. Withers; and 

Whereas, of the above-mentioned individual defendants, the following died on 
the following dates, respectively: George H. Clapp, on March 31, 1949, Safford k. 
Coiby on August 4, 1947, Edwin 8S. Fickes on December 19, 1943, George R. 
Gibbons on September 3, 1950, Charles H. Moritz on June 27, 1948; and 

Whereas, the defendants and certain individuals who have agreed to dispose of 
Limited common stock have already disposed of an aggregate of 104,460 shares of 
said stock (to other than Individual Charitable Foundations, as hereinafter de- 
fined in paragraph 4 of article V, hereof) since June 2, 1950, the date of this Court’s 
opinion requiring stock disposal, said disposals having been as follows: 

Number of shares of 


Limited common stock 
Name disposed of 


Arthur V. Davis__..__-_-_-_- ’ wis . 11, 200 
Edward K. Davis__-_-_-_-- ere _ 1, 600 
George R. Gibbons (estate) - : : 12, 030 
SS. oo , ‘ ; _ 56, 665 
Paul Mellon_- = ee — , ee 5, 200 
Sarah Mellon Scaife__- ; 15, 000 
Paul J. Urquhart ; eis 600 
I. W. Wilson : : 1, 865 
Robert E. Withers : ; i 300 


Totalling anew Pee slik Ines > 104, 460 shares; 
and 
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Whereas, the following previously named defendants 
common stock of Alcoa or Limited to the following extent 


STUDY OF 


presently own shares 
only, viz.: 





Stock owned 
Limited 
common 


Alcoa com- 
| mon stock 
owned 





George H. Clapp (estate) _- - 
Safford K. Colby (estate)... _- 
Edwin 8. Fickes (estate) - _-- 
George R. Gibbons (estate) 
Charles H. Moritz (estate) -._- 
J.J. Demskie.-.-... 

J. R. D,. Huston... 

C. L. Lycette. _--_- 

George J. Ste anley 

Irving W. Wilson_. 

Robert E. Withers 


Totalling__ 


shares; and 
Whereas, the defendant David K. E. 


: 43, 823 


Bruce owns only 


| 


None 
None 
45, 204 
None 

100 

100 
None 


4, 58 
20,17 


ZZAZZZAZNZAZZAZ 


4 
5O | 
4) 


118, 765 


an interest for life ir 


the income from one of the trusts with respect to which adjudication is made by 
paragraph 2 of article IV hereof; and 

Whereas, the following-named individuals, trustees and Individual Charitable 
Foundations, who are not now defendants in this cause but have submitted to 
the jurisdiction of this Court to the extent and in the form attached hereto, 
respectively own the following number of shares of common stock of both Alcoa 


and Limited, viz: 





“ sl aii Limited 
Alcoa shares | shares 


a 





Ailsa Mellon Bruce 

Doris Duke 

Trustees of The Duke 

Alfred M. Hunt 

Paul Mellon : . 

Sarah Mellon Scaife__ 

Avalon Foundation ie 

Old Dominion Foundation 

Richard King Mellon Foundation 

Sarah Mellon Scaife Foundation____- 

Mellon National Bank and Trust C ompany, 
M. Scaife, trustees under trusts created by Sarah Mellon Scaife for one or 
more of her children_. 


Endowment 


90, 2¢ 
83, 565 
131, 840 
3, 000 
219, 800 
119, 865 
20, 000 
25, OOO 
20, 000 
10, 000 


116, 448 
184, 911 
9, 000 
254, 000 
421, 97 449 
2,000 | 
none 
none 
4,710 


150, 000 
| 


Richard K. Mellon and Alan | 


36, 200 


22, 800 


Mellon National Bank and Trust Comps any, Donald D. Shepard and George | 


W. Wyckoff, trustees under trusts cre ated by Andrew W. Mellon for the 


children of Ailsa Mellon Bruce. e 

Wilmington Trust Company, Donald D. “Shepard and George W. Wyckoff, 
trustees under trusts created by Andrew W. Mellon and Ailsa Mellon 
Bruce for the latter’s children. 

Mellon National Bank and Trust C ompany, 
W. Wyckoff, trustees under trusts created by 
children of Paul Mellon... 

Wilmington Trust Company, 
trustees under trusts created by 
Paul Mellon....__-. 


‘Donald D. Shepard and George 
Andrew W. Mellon for the 


Donald D. Shepard and George W. Wyckoff, 
Andrew W. Mellon for the children of 


Totalling_._.. 


shares; one 





203, 130 


29, 407 


, 524, 79334 996, 12 





shares 


ZZZZ 


ZLLZAZZA8 


reto, 


sO 
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Whereas, the following-named defendants, and the following-named individuals 
and Individual Charitable Foundations who are not now defendants but have 
submitted to the jurisdiction of this Court to the extent and in the form attached 
hereto, have elected, respectively, to dispose of all of their shares of common stock 


of Limited, pursuant to the provisions of this judgment, viz: 
Number of 


shares of 
Limited stock 
to be 
Name disposed of 
en SL Oe os oe kc hdestalt 2 90, 265 
——— wy eee. Siceels ad daddisiicc Jccs Be els i ett 396, 900 
I SPS 2s SN a eae 600 
Alfred ey NR Ss ars bt asa See KSeeSGuen Sans Eee Seay ee 3, 000 
Roy A. Hunt_-____- at padi oO RAO OR 
I TitSe CeO eee oe eres es an Seco de 219, 800 
Richard K. Mellon oe : GSS es 273, 285 
Sarah Mellon Scaife a “a4 P Sts Bis er  S 119, 865 
Paul J. Urquhart_ ---_.- ets ib J at Sua 400 
Richard King Mellon Foundation Peas PS SS Fe ro 20, 000 
Sarah Mellon Scaife Foundation___________- Pade , eH 10, 000 
Old Dominion Foundation__________________-_- pe es 25, 000 
Reem Ome. Sy boa Se eS ek eee te wtoewee 20, 000 
iy) re ree ese Je oes dh bauldiwoseds 1, 292, 175 


shares; and 

Whereas, the defendant Edward K. Davis has elected, pursuant to the provi- 
sions of this judgment, to dispose of all his shares of common stock of Alcoa, viz, 
34,500 shares out of a total of 4,890,733 such shares issued and outstanding; and 

Whereas, the following-named defendant, and the following-named individual 
and trustees who are not defendants but have submitted to the jurisdiction of this 
Court to the extent and in the form attached hereto, have agreed, respectively, 
to vest in the Limited trustees during the disposal period, and thereafter to 
surrender on the terms hereinafter stated, the voting power of all their shares of 
common stock of Limited, viz: 


Number of 
shares of 


Name Limited stock 
Edward K. Davis- ie ia : tee _. 86,000 
Doris Duke__-- - eee : 83, 565 
The trustees of The Duke E ndow ment. ; 131, 840 


Mellon National Bank and Trust Company, Richard K. Mellon 

and Alan M. Scaife, trustees under trusts created by Sarah 

Mellon Scaife for one or more of her children___ . . 22, 800 
Mellon National Bank and Trust Company, Donald D. Shepard 

and George W. Wyckoff, trustees under trusts created by An- 

drew W. Mellon for the children of Ailsa. Mellon Bruce_- 122, 750 
Wilmington Trust Company, Donald D. Shepard and George W. 

Wyckoff, trustees under trusts created by Andrew W. Mellon 

and Ailsa Mellon Bruce for the latter’s children ___- 92, 13734 
Mellon National Bank and Trust Company, Donald D. "Shepard 

and George W. Wyckoff, trustees under trusts created by An- 

drew W. Mellon for the children of Paul Mellon. 5, 695 
Wilmington Trust Company, Donald D. Shepard and George W. 

Wyckoff, trustees under trusts created by Andrew W. Mellon 

FOr tae Gueearens Ge Ws PeeenOm i cn nwnen = 40774 

<P ARES Sa EEE ere LE ENN tate 195 
shares; and 
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Whereas, as a result of the previously recited disposals of 104,460°shares of 
Limited common stock by defendants, and others who have agreed to dispose 
of their Limited common stock under the terms of this judgment, since June 2, 
1950 (the date of this Court’s opinion requiring stock disposal), and as a result 
of the previously recited agreements to dispose of 1,292,175 shares of said com- 
mon stock, and either to surrender or to vest in the Limited trustees the voting 
power of an additional 524,195 shares of said stock, ownership is being disposed 
of or voting control is being surrendered to the extent of an aggregate of 1,920,830 
shares of said stock out of a total of 3,722,050 of said shares issued and outstand- 
ing, 51.6% of the total. 

Now, therefore, it is ordered, adjudged, and decreed: 


I, THE APPOINTMENT OF TRUSTEES 


1. The following are hereby designated trustees for the purpose of performing 
certain duties with respect to the disposal and voting of certain common stock 
of Limited, as hereinafter set forth, viz: 

Donald K. David, of Boston, Massachusetts. 

John L, Sullivan, of Washington, District of Columbia. 

Chemical Bank and Trust Company, of New York City, New York. 
The above designated three trustees are herein sometimes referred to as the 
“Limited trustees,’ the above designated individual trustees as the individual 
Limited trustees’ and the above designated corporate trustee as the ‘‘Limited cor- 
porate trustee.’”” They are designated trustees for a term contemporaneous with 
the time required to complete the disposal of the common stock of Limited, directed 
by paragraph 1 of article II hereof. In case any Limited trustee should resign, 
his or its resignation shall be effective on the thirtieth day following delivery by 
him or it to each other Limited trustee and to the Clerk of the Court of notice of 
such resignation. 

2. One of the Limited trustees shall at all times be a corporate bank or trust 
company, and if any such bank or trust company should resign, become disqualified, 
or be removed for any reason, a successor corporate bank or trust company shall 
be appointed by this Court to sueceed it. If the individuals herein appointed, or 
either of them, should die, resign, become disqualified or be removed for any 


reason, @ successor to any such individual trustee shall be appointed by this 
Court. 

3. The powers and duties of the Limited trustee shall be as hereinafter set forth 
in this judgment. 


II, THE DESIGNATION OF THOSE REQUIRED TO DISPOSE OF STOCK AND THE DISPOSAI 
PERIOD 


1, Within ten years after the date of entry of this judgment (hereinafter some- 
times referred to as the ‘‘disposal period’’), each of the following-named individ- 
uals, viz., Ailsa Mellon Bruce, Arthur V. Davis, C: B. Fox, Alfred M. Hunt, Roy 
A. Hunt, Paul Mellon, Richard K. Mellon, Sarah Mellon Scaife, and Paul J. 
Urquhart, and each of the following-named Individual Charitable Foundations 
(hereinafter described in paragraph 4 of article V hereof), viz., the Richard K. 
Mellon Foundation, the Sarah Mellon Scaife Foundation, the Old Dominion 
Foundation, and the Avalon Foundation, is hereby ordered to sell, exchange, or 
otherwise dispose of all the shares of common stock of Limited of which each said 
individual or Individual Charitable Foundation is the legal or equitable owner on 
the date of entry of this judgment. 

2. Within ten years after the date of entry of this judgment, Edward K. Davis 
is hereby ordered to sell, exchange, or otherwise dispose of all the shares of com- 
mon stock of Alcoa of which ha is the legal or equitable owner on the date of entry 
of this judgment. 

3. The terms and conditions of the stock disposals herein ordered shall be as 
hereinafter set forth. 


Ill. THE VOTING OF THE STOCK TO BE DISPOSED OF AND THE CUSTODY OF THE 
CERTIFICATES REPRESENTING SAID STOCK 


1. Each individual and Individual Charitable Foundation ordered to dispose of 
shares of common stock of Limited, as named in paragraph 1 of article II hereof, 
is hereby enjoined, from and after May 1, 1951, and until disposal, from voting 
said stock in person or from giving a proxy to vote said stock to anyone other than 
the Limited trustees. 
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2. Each individual and Foundation ordered to dispose of shares of common stock 
of Limited, as named in paragraph 1 of article II hereof, is hereby directed to 
execute and deliver to the Limited trustees on or before May 1, 1951, a proxy 
authorizing said trustees or any of them, with the usual power of substitution, to 
exercise, during the disposal period, the sole vcting power of all shares of common 
stock of Limited held by said individuals and Foundations (regardless of whether 
acquired before or after this judgment) which shall not have been disposed of at 
the time of exercising such voting power; and, from time to time, if required by the 
Limited trustees, each of said individuals and Foundations shall renew and rede- 
liver such proxy or proxies if any such renewals be required in order to vest in the 
Limited trustees the sole voting power of all said shares of stock held by said 
individuals and Foundations which shall not have been disposed of at the time of 
exercising such voting power; and each of said individuals and Foundations is 
hereby directed to deliver to the Limited corporate trustee a copy of each notice 
of a regular or special meeting of stockholders of Limited that shall be received 
by him or it during the disposal period. The voting rights under any and all 
proxies given to the Limited trustées shall be exercised by the majority in number 
of the said trustees, either in person or by proxy. 

3. Each individual and Foundation ordered to dispose of shares of common 
stock of Limited, as named in paragraph 1 of article II hereof, is hereby directed 
to so vote the shares of Limited common stock owned by him or it at the time of 
the annual meeting of stockholders of Limited to be held in April 1951, that the 
individual Limited trustees (or such substitute nominee as either or both of said 
trustees may designate), and such person as the Limited corporate trustee may 
designate, are included in the slate of directors for which said stock is voted. 

4. After this judgment shall have been operative for a reasonable period of 
time, the plaintiff, if then of the opinion that the enforcement of this judgment 
with respect to the disposal of Limited stock as provided in paragraph 1 of article 
II hereof so requires, may petition this Court to order any or all of the individuals 
or Foundations subject to such provisions to deposit the certificates representing 
the said Limited stock with the Limited corporate trustee in a custodian ac- 
count, without the transfer of the shares out of the names of the present holders; 
and, upon a showing of sufficient cause, the Court will at that time make such an 
order with respect thereto or grant such other relief as is equitable. 


IV. THE VOTING OF CERTAIN SHARES OF STOCK WITH RESPECT TO WHICH DISPOSAL 
IS NOT REQUIRED 


1. The shares of common stock of Alcoa and Limited presently held by Doris 
Duke and the trustees of The Duke Endowment are not required to be disposed 
of under this judgment. Conversely, nothing herein is intended to limit the 
right of Doris Duke and the trustees of The Duke Endowment to dispose of said 
stocks, without restriction. However, Doris Duke and the trustees of The Duke 
Endowment are hereby directed to execute and deliver to the Limited trustees 
on or before May 1, 1951, one or more proxies authorizing the said trustees or 
any of them, with the usual power of substitution, to exercise, during the dis- 
posal period, the sole voting power of all said shares of common stock of Limited 
held by Doris Duke and the trustees of The Duke Endowment which shall not 
have been disposed of at the time of exercising such voting power; and from time to 
time, if required by the Limited trustees, the said Doris Duke and the trustees 
of The Duke Endowment shall renew and redeliver such proxy or proxies for all 
or any portion of the disposal period if any such renewals be required in order 
to vest in the Limited trustees the sole voting power of all said shares of stock of 
Doris Duke and the trustees of The Duke Endowment which shall not have been 
disposed of at the time of exercising such voting power. During the period in 
which Doris Duke and the trustees of The Duke Endowment are required to 
deliver proxies as above provided, and thereafter, until relieved by the further 
order of this Court, they and the successors in office of said trustees are each 
hereby enjoined, from and after May 1, 1951, from voting said stock in person 
or from giving a proxy to vote said stock to anyone other than the Limited trustees. 

2. The shares of common stock of Alcoa and Limited presently held in trust 
by (a) Mellon National Bank and Trust Company, Richard K. Mellon and Alan 
M. Seaife for one or more of the children of Sarah Mellon Scaife, (b) Mellon 
National Bank and Trust Company, Donald D. Shepard and George W. Wyckoff 
for the children of Ailsa Mellon Bruce, (c) Wilmington Trust Company, Donald 
D. Shepard and George W. Wyckoff for the children of Ailsa Mellon Bruce, 
d) Mellon National Bank and Trust Company, Donald D. Shepard and George 
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W. Wyckoff for one or more of the children of Paul Mellon, and (e) Wilmingto: 
Trust Company, Donald D. Shepard and George W. Wyckoff for one or more of 
the children of Paul Mellon (hereinafter sometimes referred to collectively as the 
“children’s trusts’’), aggregating with respect to the Limited stock 272,790 shares 
or 7.329% of the issued and outstanding common stock of Limited, are not re- 
quired to be disposed of under this judgment. Conversely, nothing herein is 
intended to limit the right of the trustees of the children’s trusts, or any of them, 
to dispose of said stocks, without restriction. However, the trustees of children’s 
trusts are hereby directed to execute and deliver to the Limited trustees, on or 
before May 1, 1951, one or more proxies authorizing the said trustees or aay of 
them, with the usual power of substitution, to exercise, during the disposal period, 
the sole voting power of all said shares of common stock of Limited held by the 
trustees of children’s trusts which shall not have been disposed of at the time of 
exercising such voting power; and from time to time, if required by the Limited 
trustees, the said trustees of children’s trusts shall renew and redeliver such proxy 
or proxies for all or any portion of the disposal period if any such renewals b« 
required in order to vest in the Limited trusteés the sole voting power of all said 
shares of stock of the trustees of children’s trusts which shall not have been dis- 
posed of at the time of exercising such voting power. During the period in which 
the trustees of the children’s trusts are required to deliver proxies as abov 
provided, and thereafter, until relieved by the further order of this Court, they 
and their successors in office are each hereby enjoined, from and after May 1, 1951, 
from voting said stock in person or from giving a proxy to vote said stock to any- 
one other than the Limited trustees. 

3. The shares of common stock of Limited presently held by Edward K. Davis 
are not required to be disposed of under this judgment. Conversely, nothing 
herein is intended to limit the right of Edward K. Davis to dispose of said stock, 
without restriction. However, the said Edward K. Davis is hereby directed to 
execute and deliver to the Limited trustees on or before May 1, 1951, one or more 
proxies authorizing the said trustees or any of them, with the usual power of sub- 
stitution, to exercise, during the disposal period, the sole voting power of all said 
shares of common stock of Limited held by the said Edward KX. Davis which shal! 
not have been disposed of at the time of exercising such voting power; and from 
time to time, if required by the Limited trustees, the said Edward K. Davis shall 
renew and redeliver such proxy or proxies for all or any portion of the disposal 
period if any such renewals be required in order to vest in the Limited trustees 
the sole voting power of all said shares of stock of Edward K. Davis which shal! 
not have been disposed of at the time of exercising such voting power. During 
the period in which the said Edward K. Davis is required to deliver proxies as 
above provided, and thereafter, until relieved by the further order of this Court, 
he is hereby enjoined, from and after May 1, 1951, from voting said stock in 
person or from giving a proxy to vote said stock to anyone other than the Limited 
trustees. The said Edward K. Davis is also enjoined from purchasing the legal 
title to or a beneficial interest in additional common stock of Limited at any 
time within the disposal period, and thereafter, unless this Court, after the disposal 
period, shall determine, upon petition, that such purchase is not, or subsequent 
purchases will not be, inconsistent with this judgment and its objectives. 

4. The right is reserved to the individual and each of the trustees who is required 
by any of the paragraphs of this article IV to give proxies to the Limited trustees, 
or who is enjoined from voting Limited stock in any other manner, to apply to 
this Court, at any time or from time to time, for relief from any or all of the 
provisions of this article IV applicable to said individual or trustees; and upon a 
clear showing to the Court by the applicant that the common stock of Limited 
then held by the individual or trustee making the application would not, either 
alone or in combination with any other stock, exercise a control of the policies or 
management of Limited if voted by the said individual and trustees, this Court will 
make such order as is equitable. 

5. The individuals and trustees who are required by any of the paragraphs of 
this article IV to execute and deliver proxies to the Limited trustees on or before 
May 1, 1951, are hereby directed to vote said shares of such stock as are owned 
by them, respectively, at the time of the annual meeting of stockholders of Limited 
to be held in April, 1951, in the manner set forth in paragraph 3 of article IIT hereof. 

6. The voting rights under any and all proxies given to the Limited trustees 
pursuant to this article IV shall be exercised by the majority in number of the 
said trustees, either in person or by proxy. 
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Vv. TERMS OF STOCK DISPOSAL 


1. If reasonable market conditions prevail for an appreciable and adequate 
portion of the five-year period immediately following the date of entry of this judg- 
ment, the individuals and Individual Charitable Foundations who are ordered by 
paragraph 1 of article II hereof to dispose of their shares of stock in Limited are 
hereby directed to sell, at public or private sale, an aggregate of 400,000 shares of 
said stock within three years from the date of entry of this judgment and 200,000 
additional shares of said stock within five years from the date of entry of this 
judgment, there hereinbefore-recited stock disposals aggregating 104,460 shares of 
said stock which have been made since June, 1950, to be included as part of the 
{00,000 shares to be disposed of within three years from the date of entry of this 
judgment. For the purpose of this paragraph 1 of article V, reasonable market 
conditions are to be determined by all relevant circumstances. In addition 
to such other circumstances as may be relevant, it is to be understood that 
reasonable market conditions shall not be deemed to exist if the price which can 
be realized at the time by the sellers in the market is not sufficiently high to 
reflect the fair value and true worth of the stock. Any shares of common stock 
of Limited which may be sold within said time periods by any of the individuals 
or trustees, whose right to vote their Limited stock is controlled under any of 
the paragraphs of article IV hereof, or by the personal representatives of such an 
individual or of an individual subject to this paragraph 1 of article V, may be 
included in computing the above-mentioned aggregate of 400,000 shares and the 
additional above-mentioned aggregate of 200,000 shares; provided, that if any 
such sale is of 50,000 shares or more, either by itself or when cumulated with all 
other salas to be applied to the requirements of this paragraph 1 of article V, it 
may be included ouly if such sale shall have been made in conformity with the 
next succeeding sentence of this paragraph 1 of article V. With respect to any 
proposed private sales made in compliance with this paragraph 1 of article V, 
if it shall be proposed to sell to one purchaser, either at one time or cumulatively, 
50,000 shares or more of common stock of Limited, the Attorney General shall 
be notified three business days in advance of any such proposed sale. If the 
Attorney General has cause to believe that those who are selling stock in com- 
pliance with this paragraph 1 of article V are not doing so in conformity with this 
judgment and its objectives, he may petition the Court for appropriate relief; 
and this Court will make such disposition of such petition as best conforms with 
this judgment. 

2. If any individual or Individual Charitable Foundation directed by para- 
graph 1 of this article V to dispose of Limited stock within either three or five 
years from the date of entry of this judgment cannot comply with such direction 
because of the non-existence of reasonable market conditions, then, and in such 
event, such individual or Foundation which so decides shall, at or prior to the 
expiration of the period of time involved, so notify the Attorney General. If 
the Attorney General disagrees with such decision, the matter may be submitted 
to the Court, which will determine whether reasonable market conditions did 
then or do prevail, and will make such order as is necessary and proper under 
the circumstances then prevailing. 

3. With respect to ali proposed disposals of Limited stock, other than (a) by 
publie offering or through the medium of a stock exchange, or (b) to a citizen of 
the United States of America or the Dominion of Canada, or (c) to a corporation 
organized under the laws of one or the other of said countries, or state or province 
thereof, no individual or Foundation required to dispose of the common stock of 
Limited under the terms of article II hereof shall do so with respect to any block 
of such stock consisting of 3,000 shares or more to one purchaser without first 
notifying the Attorney General and the Limited corporate trustee at least five 
business days before closing such transaction and furnishing to the Attorney 
General and the Limited corporate trustee such information concerning such 
transaction as the Attorney General and said trustee shall reasonably require; 
and if, within that time, the Attorney General or the Limited corporate trustee 
shall have submitted the propriety of the proposed disposal to this Court, the 
disposal shall not be consummated unless so authorized by this Court. 

4. Nothing in this judgment contained shall limit or prevent any of the indi- 
viduals required by article II hereof to dispose of stock from donating such stock 
in kind, at any time and from time to time, without limit in amount, to founda- 
tions or organizations for religious, educational or charitable purposes heretofore, 
or hereafter to be, created by one or more of such individuals or members of their 
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families, such as (by way of example), the Richard K. Mellon Foundation, the 
Sarah Mellon Scaife Foundation, the Old Dominion Foundation and the Avalon 
Foundation. Foundations or organizations of the character defined in this para- 
graph 4 of article V hereof are herein sometimes referred to as “Individual Chari- 
table Foundations.’”’ However, disposals to Individual Charitable Foundations 
are not to be deemed disposals sufficient to satisfy the requirements of either 
article II hereof or paragraph 1 of this article V unless the Individual Charitable 
Foundations themselves shall dispose of such stock within the periods mentioned 
in said articles, respectively, and shares of stock presently held by or hereafter 
donated to Individual Charitable Foundations during the disposal period sha!! 
be subject to the provisions of this judgment in all respects as if they were in the 
hands of the individual who made such donation. 

5. Except as limited by the preceding paragraphs of this article V and by para- 
graph 12 of this article V all the individuals and Foundations, respectively, whose 
stock is required to be disposed of under the provisions of article II of this judg- 
ment, shall have the right from time to time to make such disposal by sale, 
exchange, gift or otherwise, on such terms and in such amounts as each such indi- 
vidual or Foundation may determine. Among other methods of exchange, the 
individuals and Foundations, respectively, from time to time may dispose of 
part or all of any stock of either Limited or Alcoa by exchanging the same for 
stock in the other of said two corporations. 

6. If either Limited or Alcoa shall (with respect to any shares required to be 
disposed of or on which voting rights are to be surrendered under articles II or IV 
hereof) issue a stock dividend in additional shares of stock or shall subdivide its 
outstanding shares into a greater number of shares, all of such additional or sub- 
divided shares shall be held subject to the provisions of this judgment. If, with 
respect to any of said shares, either of said corporations shall combine its out- 
standing shares into a lesser number of shares, such lesser number of shares sha!! 
likewise be held subject to the provisions of this judgment. In either contingency, 
the specific number of shares of said stock mentioned in paragraphs 1 and 3 of this 
article V, shall be increased or decreased correspondingly, as the case may be. If 
either Limited or Alcoa shall merge or consolidate with one or more other corpora- 
tions, or shall effect a recapitalization, and new securities shall be issued for or in 
replacement of stock required to be disposed of or on which voting rights are to be 
surrendered under articles II or IV hereof, then such new securities shal! be held 
subject to the provisions of this judgment, and the specific number of shares of 
stock mentioned in paragraphs 1 and 3 of this article V shall be adjusted on a 
pro rata basis to the number of new securities issued. 

7. If either Limited or Alcoa shall issue any additional shares of stock to which 
the individuals or Foundations, respectively, whose stock is required to be disposed 
of or on which voting rights are to be surrendered under the provisions of articles 
Il or IV hereof shall have the right of subscription, any shares of common stock 
acquired by any of said individuals or Foundations by exercise of such subscription 
right shall be held subject to the provisions of this judgment. 

8. All or any of the individuals or Foundations required to dispose of stock 
under the terms of article II hereof may, from time to time, appoint any bank or 
trust company (except the Limited corporate trustee) or any one or more persons, 
corporations or other legal entities to act as their agent or agents with respect to 
the stock of any such individual or Foundation to be disposed of hereunder, 
including the power of any such agent or agents to direct any sale, exchange, gift 
or other disposal of all or any of said stock. 

9, On or before July 15, 1951, and quarter-yearly thereafter during the disposal 
period or until disposal has been completed, each of the individuals and Founda- 
tions required to dispose of Limited stock under the terms of paragraph 1 of 
article II (or such individual’s successor in interest, if an Individual Charitable 
Foundation) is hereby directed to file with the Limited trustees a written state- 
ment giving the number of shares of the stock of such individual or Foundation 
disposed of during the preceding three calendar months in compliance with this 
judgment, which statement shall include: (i) in the case of private placements, the 
names of the persons or corporations, including principals (as far as known to the 
individuals or Foundations), to whom such disposals have been made; (ii) a state- 
ment as to whether, to the knowledge of the individuals of Foundations, any such 
persons are, or are agents for, Alcoa or any of its subsidiaries or any company in 
which Alcoa is a substantial stockholder or are persons, or agents for persons, 
enjoined by paragraphs 10 and 12 of this article V or by paragraph 3 of article IV 
hereof from acquiring the legal title to or a beneficial interest in shares of common 
stock of Limited, and (iii) in the case of public offerings, the names of the under- 
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writers. Similar statements shall be filed with the Clerk of this Court and the 
Attorney General by the individual required to dispose of Alcoa stock under the 
terms of paragraph 2 of article II hereof (or such individual’s successor in interest, 
if an Individual Charitable Foundation). The written statements required by 
this paragraph.9 of article V shall be signed by the individuals or Foundations, 
respectively, either in person or by their duly authorized officers or trustees or by 
their attorneys or agents. 

10. Each of the individuals and Foundations required to dispose of stock under 
the terms of article II hereof, upon complete compliance with such direction, 
shall forthwith file with the Clerk of this Court a Certificate stating that at the 
date of such certificate said individual or Foundation owns no common stock in 
the corporation whose stock such individual or Foundation was directed to dis- 
pose of under article II hereof. A copy of such certificate with respect to disposals 
of Limited stock shall be filed with the Limited trustees. No individual] or Founda- 
tion required to dispose of stock under the terms of article II hereof, shal! purchase 
the legal title to or a beneficial interest in additional common stock of the corpo- 
ration in which such individual or Foundation is required to dispose of stock at 
any time within the disposal period, nor thereafter, unless this Court, after the 
disposal period, shall determine, upon petition of one or more of said individuals, 
that such purchase is not, or subsequent purchases will not be, inconsistent with 
this judgment and its objectives. The defendants J. J. Demskie, C. B. Fox, 
J. R. D. Huston, C. L. Lycette, George J. Stanley, Irving W. Wilson, Robert E. 
Withers, and Paul J. Urquhart shall not purchase the legal title to or a beneficial 
interest in shares of common stock of Limited during the disposal period, nor 
thereafter, unless this Court after the disposal period shall determine, upon peti- 
tion of one or more of said defendants that such purchase is not or subsequent 
purchases will not be inconsistent with this judgment and its objectives. If any 
of said individuals, defendants or Foundations shall receive such stock within the 
disposal period through gift or bequest, the said individual or Foundation shall 
dispose of said stock within the disposal period. 

11. The individuals and Foundations subject to this judgment are directed to 
comply with all applicable statutes relating to the subject matter. 

12. No individual or Foundation required to dispose of common stock of Limited 
under the terms of paragraph 1 of article II hereof may Gispose of any of said 
stock at private sale or by gift inter vivos to the close kindred of any of said indi- 
viduals or to any corporation or business entity of any kind in which any of said 
individuals or Alcoa, alone or together with any of the individuals or Foundations 
required by this judgment to dispose of common stock of Limited, has or have in 
fact a controlling interest. Nevertheless, the Attorney General may apply to this 
Court for injunctive or other relief with respect to any private sale or gift of stock, 
and upon a showing satisfactory to the Court, the Court will make any appro- 
priate order necessary if such private sale or gift shall appear to be inconsistent 
with this judgment and its objectives. 

13. Any notice or copy of certificate required to be given to the Limited trustees 
hereunder, shall be sufficiently given if three copies thereof are delivered to the 
Limited corporate trustee. The said corporate trustee shall promptly transmit 
a copy of said notice or certificate to the individual Limited trustees. At any 
time when action is authorized hereunder by the Limited trustees, and one or 
both of the individual Limited trustees are, by reason of absence, illness or other 
cause, not reasonably available for consultation and action, the remaining Lim- 
ited trustees shall have the right to act for and on behalf of the Limited trustees, 
but if only the Limited corporate trustee is available, it may act for and on behalf 
of the Limited trustees only, after due notice to the Attorney General, upon 
application to and approval by this Court of such individual action. 

14. Upon the death of any one or more of the individuals required to dispose 
of stock under the terms of paragraph 1 of article II hereof, nothing shall relieve 
the personal representatives of any such deceased individual from such individ- 
ual’s obligation to contribute such portion of the stock to be sold under para- 
graph 1 of article V hereof as may be equitable between the individuals and 
Individual Charitable Foundations subject to said paragraph. So long as the 
personal representatives of any such deceased individual shall hold Limited stock, 
they shall be under the same obligatior to deliver one or more proxies to the 
Limited trustees, and subject to the same injunctions with respect to the voting 
of said stock otherwise than through such trustees, as the decedent would have 
been under if living; provided, however, that without impairing the obligation 
of the personal representative stated in the first sentence of this paragraph 14 
of Article V, in the event that the personal representatives of any such deceased 
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individual shall find that the delivery of such proxies to the Limited trustees 
impedes the hypothecation of the Limited stock held by the personal representa- 
tives and thereby interferes with the orderly administration of the estate, then, 
upon petition to the Court and a satisfactory showing of such facts, the Court 
may direct that for such period of time as the Court shall find: necessary the 
voting rights of the Limited stock shall pass to the personal representatives of 
such deceased individual. 

15. Subject only to the requirements of paragraph 14 of this article V, upo: 
the death of any one or more of the individuals required to dispose of stock under 
the terms of article II hereof, all of the provisions of this judgment with respect 
to the disposal or voting of stock of each such individual shall ipso facto immedi- 
ately terminate without any further judgment or order of this Court and all of 
said shares, including any stock dividends thereon, shall be received, used, and 
disposed of by the personal representatives of any such deceased individual with- 
out being in any way limited or affected by the provisions of this judgment. 
Upon any such death, the personal representatives of the decedent shall file with 
the Clerk of this Court an appropriate certificate advising of such death, and a 
copy of such certificate shall be filed with the Limited trustees if the decedent 
was ordered by paragraph 1 of article II of this judgment to dispose of Limited 
stock; and thereupon the Limited corporate trustee or anyone else holding stock 
of the decedent in a custodian account or otherwise pursuant to prior order of 
this Court, shall forthwith deliver such certificates to the personal representative 
of the decedent, without any further order or judgment of this Court. 


VI. THE LIMITED TRUSTEES—THEIR AUTHORITY, DUTIES, AND COMPENSATION 


1. It shall be the duty of the Limited trustees to vote the common stock of 
Limited with respect to which they shall receive proxies under the terms of articles 
III and IV hereof as, in their judgment, shall be in the best interests of the stock- 
holders of Limited. 

2. The Limited trustees may vote the common stock of Limited with respect 
to which they may have received proxies under the terms of articles III and IV 
hereof in favor of the election of the individual Limited trustees (or such sub- 
stitute nominee as either or both of said individual trustees may designate) and 
a representative of the Limited corporate trustee or any one or more of said per- 
sons. Such substitute nominee may not be any of the defendants or any of the 
individuals who have submitted to the jurisdiction of this Court to the extent and 
we Re form attached hereto, or any representative of such defendants or indi- 
viduals. 

3. It shall be the duty of the Limited trustees to examine each quarter-yearly 
report filed with the Limited trustees pursuant to paragraph 9 of article V hereof 
in order to ascertain that no idsposal of Limited stock has been made, by means 
of a private placement, either directly or indirectly to Alcoa or any of its sub- 
sidiaries or any company in which Alcoa is a substantial stockholder, or to any 
— or agents, for persons, enjoined by paragraphs 10 and 12 of article V 

ereof or by paragraph 3 of article IV hereof from acquiring legal title to or a 
beneficial interest in shares of common stock of Limited, and, in that connection, 
the Limited trustees may conclusively rely on the information set forth in such 
reports, except as to matters of which the Limited trustees have personal know!- 
edge. 

4. The Limited corporate trustee shall submit to this Court, for such order as 
it may deem appropriate, the circumstances with respect to any proposed disposal! 
of stock reported to it under paragraph 3 of article V hereof if and whenever the 
said corporate trustee is of the opinion that such proposed disposal, in the light of 
all the circumstances, including the amount of stock involved, presents a securit) 
risk to the United States of America or the Dominion of Canada. 

5. The plaintiff, Alcoa, or any individual, Foundation or trustee who is a defend- 
ant herein or who has submitted to the jurisdiction of this Court to the extent and 
in the form attached hereto, may from time to time apply to this Court for relief 
from any failure of the Limited trustees to perform properly their duties here- 
under, or for any breach of said duties and, among other remedies, shall be entitled 
to such injunctive relief against waste or mismanagement as may be appropriate 
The Limited trustees shall at all times be subject to the control of this Court and 
may be removed for cause. However, no Limited trustee shall be surcharged or 
subject to other suit or penalty for any act taken, or for any omission to act, when 
done or omitted to be done in the exercise of good faith and a reasonable judgment 

6. The Limited trustees, or any of them, may in the discharge of their dutics 
hereunder, employ legal counsel, accountants and agents, and determine and pay 
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them reasonable compensation. The Limited trusteed shall be entitled to receive 
from time to time reasonable compensation for their services hereunder and reim- 
bursement for reasonable expenses incurred in connection therewith, which com- 
pensation and reimbursement shall be fixed and allowed by this Court from time 
to time. Such compensation and reimbursement shall be assessed as costs and 
paid by Aleoa. Alcoa may apply to the Court for relief from the payment of any 
claims by the trustees for services or reimbursement of expenses which it asserts 
to be unjustified or excessive. 


VII. STAY OF JUDGMENT 


If (a) any appeal shall be taken by the United States of America from this 
judgment, or (b), without limiting the provisions of parazraph VIII of the judg- 
ment of this Court entered July 6, 1950, any proceedin;s shall be brought by the 
United States of America for further relief in this case within the five-year period 
provided for in said paragraph or (ce) any further suit or proceedings shall be 
brought by the United States of America against individual shareholders to require 
additional disposal of stock in either Limited or Alcoa, then, and in any of such 
contingencies, the defendants, and the individuals, trustees and Individual Char- 
itable Foundations who are not defendants but have submitted to the jurisdiction 
of this Court to the extent and in the form attached hereto, or any of said defend- 
ants, individuals, trustees or Foundations may petition this Court for relief from 
the provisions of this judgment; and this Court will enter such order with respect 
thereto as is equitable under then existing circumstances. 


VIII. RETENTION OF JURISDICTION 


Without limiting the provisions of paragraphs VIII and X of the judgment of 
this Court of July 6, 1950, jurisdiction of this cause is retained for the purpose of 
enabling the plaintiff, Alcoa, or any individual, Foundation or trustee who is a 
defendant herein or who has submitted to the jurisdiction of this Court to the 
extent and in the form attached hereto, respectively, to apply to this Court at 
any time for such further orders or directions as may be necessary or appropriate 
for the construction or complete execution of this judgment, for the modification 
or termination of any of the provisions thereof, for the enforcement of compliance 
therewith and for the punishment of any violations thereof. 

Jno. C. Knox, Chief Judge. 

JANUARY 16ru, 1951. 


Form oF SUBMISSION TO JURISDICTION 
{To be executed by each person or entity voluntarily submitting to the judgment] 


In THE District Court oF THE UNITED STATES FOR THE SOUTHERN DistrRicrT or 
New Yor«K 


Equity No. 8573 


United States of America, Petitioner, v. Aluminum Company of America, et al., 
Defendants 


SUBMISSION TO JURISDICTION 


The undersigned hereby submits to the jurisdiction of this Court in the above- 
captioned cause for the.purpose of being bound by those portions of this Court’s 
judgment to be entered this day, which relate to the undersigned and to such pro- 
ceedings as may be necessary to the interpretation or enforcement, or both, of said 
judgment, but for no other purpose and to no further extent whatsoever. Without 
limiting either the plaintiff’s or any of the defendants’ right to appeal from or 
review said judgment to be entered this day, this submission to jurisdiction does 
not extend to any other or further proceedings in this cause, or to any judgment 
that may be entered as a result of any appeal from or review of this judgment, and 
is made without admission of any violation of law or of the correctness of any 
findings of fact which may have been made in this cause. 

In Witness Whereof the undersigned has executed this submission to the juris- 
diction of this Court this _.....___- WUT ateuccaces ., 1951. 
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The CuarrMaANn. Judge Knox said, in that decision, in that opinion, 
regarding the relationship between Aluminium Limited and Alcoa, 
the following: 


Together, Limited and Alcoa are in position, at any time, to restrain effectively 
the growth of Reynolds and Kaiser. Accordingly, inasmuch as irreparable harm 
can result from a delay in remedies, it is unwise for this court to relinquish juris- 
diction of this action until it is assured that the aluminum industry has been 
oriented in a lawful direction. 

1. Must indulge the conviction that the control which may be exercised over 
Aluminium Limited by the controlling stockholders of Alcoa, is a resource of enor- 
mous importance. No matter how lawful the relations with Limited may have 
been in the past, were I now to ignore the potential power which resides in the 
nexus above described, my duties in this proceeding, as I understand them, would 
not be adequately discharged (91 Fed. Supp. 333, at 399). 

At this point, I wish to submit for the record two tables, one of 
which appears in the decision of Judge Knox at page 396 of 91 Federal 
Supplement, and the other was supplied to the subcommittee by 
Aluminium Limited. These tables show the imports and sales of 
aluminum in the United States through the Aluminum Import Corp., 
a subsidiary of Aluminium Limited. They will be placed in the record 
at this juncture. 


Aluminum Import Corp., New York: Sales of virgin aluminum ingot and pig to 
customers in the United States 1946-48 and first 9 months of 1949 in pounds 




















| Total sales Sales to Alcoa Sales to Reynolds | Sales to Kaiser Sales to others 
Yoel) 24: a 4 Sy aa Fs ati Ps Sat et (adhe tte l a 
| Per- | | Per- | Per- | Per- Per- 
| Amount | cent | Amount | cent Amount | cent | Amount | cont Amount | cent 
1946 | 58,917,073 | 100} 6,000,000 | 10.2 | 50,117,203 | 85.1 | yey : 2,799,870] 4.7 
1947 |} 24,475,924} 100 | 23,540,370 | 96.2 54, 763 2 24,670 | 0.1 856, 121 3.5 
1948 | 159, 575,433 | 100 | 104, 142,363 |! 65.2 | 10, 588,034 | 6.6 | 5, 251, 857 3.3 | 39, 593, 179 24.9 
1949 2 90, 774, 237 100 | 71,078,881 | 78.3 | 4,971, 184 | 5.5 | 3,889,536} 4.2] 10,834, 636 12.0 
PORE, EEE BOE Ee, ake BE ENED i ESE EES ERIS aap 
Total) 333, 742,667 | 100 | 204, 761, 614 | 61.4 65, 731, 184 | 19.7 | 9,166,063 | 2.7 54,083,806 | 16.2 
| | | | | | | 











1 Including shipments in 1948 aggregating 4,564,386 pounds to others than Alcoa which were made at 
Alcoa’s direction and charged against the contract dated Dec. 12, 1947, with Alcoa for the sale of 300,000,000 
pounds. 

2 First 9 months. 


Source: 91 Fed. Supp. 333, at 396, 
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Aluminum Import Corp.: Breakdown of imports into United States of aluminum 
ingot and semifabricated products from Alcan and associated companies, 1949 and 
9 months 1950 


1950 (9 months) 

Metric Metric 

> s > ds 1 
Pounds tons | Pound | tons 


Shipped to: 

Alcoa: } 
Ingot_.- , 812, 896 2 195, 086, 578 
Semifabricated alae 27% 7 128, 923 | 


Total.... ; z 2, 086, 473 195, 215, 501 | 


Reynolds: Ingot-- . ; - 9, O9R, 97! 20, 712, 992 | 9, 395 


Kaiser: Ingot-.-. bios : ; 5, 389, 536 | 2, 445 8, 416, 710 3, 818 


Other (1949, 46 customers) (1950, ! : | } | 
Ingot | 21,678, 845 | 42, 190,090 | 19, 138 
Semifabricated B , 391, 683 | &, 755, 214 3, 971 


Total.... : . wei fe UR 5O, 945, 304 | 23, 109 


Imported for further fabrication and reexport: | 
Ingot 7 E ncal 726, 398 | 32% 1, 092, 512 495 
Semifabricated 3 ioe = nada Jaan | 960, 943 | 436 


Total.... he <* =-8 726, 398 | 2. 053, 455 | 


Imported to bonded warehouse in United States: Ingot : | 1, 903, 643 


Grand total, ingot and semifabricated ™ . 159, 371, 910 & 279, 247, 605 


} 


Includes 4,110,997 pounds of smelter scrap. 
? Includes 2,390,281 pounds of smelter scrap. 


Mr. Suears. In the past 2 years, have you met or talked on the 
phone with your uncle, Arthur V. Davis? 

Mr. Davis. I have seen my uncle perhaps twice a year during the 
past few vears. 

Practically all of the discussions have been of a social nature. When 
they have been of a business nature, they have usually been concern- 
ing the contract between Aluminium Limited and Alcoa to supply 
them with metal. 

On two occasions, I can recall when we increased the price of metal, 
we had quite a fight with Alcoa; and on that occasion I did have deal- 
ings with my uncle. 

Mr. Suears. And you never discussed the problems of the alumi- 
num industry? 

Mr. Davis. I have discussed with my uncle, with regard to the 
affairs of Aluminium Limited only those matters which I feel I have 
to discuss with him as a large shareholder. 

For example, if we were going to issue a large amount of additional 
capital, I would consult my uncle, as well as I would other large share- 
holders. I would conceive that to be my duty; but there are only a 
very few well-defined fields where we do consult. 

Mr. Suears. In the event the policies of Alean were contrary to the 
interests of the chief stockholders of Alcan, could not those stock- 
holders remove the board of directors and change the policies to con- 
iorm to their wishes? 
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Mr. Davis. They could have done so, but they no longer can. 
That is an impossibility. 

Mr. Suears. Why? 

Mr. Davis. Because they no longer have the vote on that stock, 
and I will come to that ina moment. The chairman just read to you 
what Judge Knox said, indicating that he felt the potential controls 
should be taken away and accordingly, in the judgment that was 
handed down on January 16 of this year, the large shareholders in 
Alcoa were ordered to dispose of their holdings in Aluminium Limited 
over a 10-year period, and during that period their voting rights as 
shareholders are vested in three trustees appointed by the court. The 
purpose of the divestiture order made effective January 16, 1951, is 
to remove any possibility of common control of Aluminium Limited. 

The CuarrmMan. Now, with reference to the two charts I called to 
the subcommittee’s attention, I want to state that the tabulations 
indicate the following: 

The first chart of the Aluminum Import Corp. contains a break- 
down of imports into the United States of aluminum ingot and semi- 
fabricated products from Aluminum Co. of Canada, Ltd., and asso- 
ciated companies, 1949 and 9 months, 1950. 

That shows sales of virgin aluminum ingot and pig by the Aluminum 
Import Corp., which is the selling subsidiary of Aluminium Limited 
in the United States; and the figures indicate that in 1947, 96.2 percent 
of the sales went to Alcoa; in 1948, 65.2 percent of sales from Canada 
went to Alcoa; and for the first 9 months of 1949, 78.3 percent of the 
sales went to Alcoa. 

Mr. Wituis. What type of aluminum? 

The CuarrMan. Aluminum ingot and pigs. 

Now, the second chart shows the breakdown of aluminum ingot and 
semifabricated products of Aluminum Co. of Canada, Ltd., and 
associated companies, into the United States. 

That shows that in 1949 a grand total of 159,371,910 pounds of 
aluminum ingot and semifabricated products were imported from sub- 
sidiaries of Aluminum, and of this amount, some 112,086,473 went to 
Alcoa, or some 70 percent. For the first 9 months of 1950, 279,247,605 
pounds of aluminum ingot and semifabricated products were imported 
from Canada, with the Aluminum Co. of America obtaining 195,215,- 
501 pounds, or about 69 percent, of the total. 

Now, Mr. Davis, would it be fair to say, from these figures, that 
from 1947 until 1950, of the material imported by Aluminium Limited, 
or subsidiaries, into the United States, the Aluminum Co. of America 
obtained a preponderant share, over 75 percent on the average? 

Mr. Davis. For that period, Mr. Chairman, I think that is right. 
I have figures here which cover the five postwar years. 

The Cuarrman. I would be very glad to have you place those into 
the record. 

Mr. Davis. The figures for 1950 are not final as yet, but they are 
approximations. 

For the 5-year period, we exported to this country in ingot form 
707 million pounds of metal, of which approximately 469 million 
pounds went to Alcoa; 90 million pounds to Reynolds; 21 million 
pounds to Kaiser, and 127 million pounds to independents. 

Mr. Wits. Will you repeat those in percentages? 
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Mr. Davis. In pereentages—I would like to have these figures 
checked. I worked on them quickly yesterday. 

Taking the total of such ingot exports, and putting it as 100 per- 
cent, our sales to Alcoa were 66 percent; to Reynolds, 13 percent; to 
Kaiser, 3 percent; to others, 18 percent. 

Mr. Wixuts. That is for what 5-year period? 

Mr. Davis. 1946 to 1950. 

Mr. Suears. You referred to Aluminum Import Corp. 

Mr. Davis. Yes. 

Mr. Suears. That is the selling agent for Alcan in this country? 

Mr. Davis. That is correct. 

Mr. Suears. On December 12, 1947, did the Aluminum Import 
Corp. and the Aluminum Co. of America enter into a contract for 
the delivery of aluminum to be delivered in equal monthly shipments 
from April 1, 1948, to March 31, 1950? 

Mr. Davis. That is correct, Mr. Shears; and that is primarily the 
reason why Alcoa has gotten so much aluminum from us, under the 
contract of December 1947. 

Mr. SHears. Now, up to March 31, 1950, wasn’t the price agreed 
upon 14 cents a pound? 

Mr. Davis. That was the price agreed upon in the contract when 
it was signed in December 1947, with 60 days’ notice to increase the 
price. It had in the meantime been increased. 

Mr. Suears. To 16 cents? 

Mr. Davis. It was increased first from 14 to 15, and then from 15 
to 16. 

Mr. Suears. During that period, the prices were the same to 
Reynolds and Kaiser? 

Mr. Davis. Yes, sir; they were. 

Mr. SHears. On May 18, 1948, did the Aluminum Import Co. 
not write to Alcoa, giving 60 days’ notice that the price would be 15 
cents per pound on and after July 18, 1948? 

Mr. Davis. That corresponds with my recollection. 

Mr. SHears. And do you know whether or not Alcoa, before your 
increase in price, put into effect, itself, an increase in its price of 
primary aluminum, | cent a pound? 

Mr. Davis. Could you give me those dates again? 

Mr. Suears. July 18,, 1948, and June 28, 1948, a month before 
your increase in price went into effect, Alcoa raised its price of primary 
aluminum 1 cent a pound. 

Mr. Davis. That is correct, Mr. Shears. It was a month after we 
had notified Alcoa that we would increase our price. 

Mr. Suears. So they were almost simultaneous? 

Mr. Davis. Well, a month after we notified Alcoa we would increase 
our price under the contract to them, the United States market, at 
least Aleoa, went up. 

Mr. Suears. On July 2, 1948, did the Aluminum Import Co. notify 
you, pursuant to its contract, that the price of aluminum would be 
increased to 16 cents a pound as of September 1, 1948? 

Mr. Davis. Did they notify Alcoa? 

Mr. Suears. Yes. 

Mr. Davis. That corresponds with my recollection. 

Mr. SHears. And do you know whether on October 11, 1948, Alcoa 
raised its price of primary aluminum 1 cent a pound? 
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Mr. Davis. I do not know, but around that period the prices did go 
up. 
Por. SHears. Was there any relationship at all between the increase 
of Aluminum Import’s price and the increase in price by Alcoa? 

Mr. Davis. Not that I know of. 

Mr. Suears. I call your attention to this provision in the contract: 

If at any time in your judgment the above-mentioned price, or any price that 
may succeed it in accordance with clause 2 above shall be out of line with the price 
at which you are then offering for sale like material, you may request that negotia- 
tions be entered into looking toward an appropriate adjustment; and failing such 
an adjustment you shall have the right of cancellation as set forth in 2 above 
applicable to increased prices. 

What is meant in the above paragraph by “out of line’’? 

Mr. Davis. Well, let us say, for example, that the United States 
market price for ingot were to drop to 12 cents a pound; we probably 
would not wish to sell our metal to anyone down here at that price, 
because we face impediments in selling our metal in this country and 
we probably would have to let the price stand. 

Under those circumstances, Alcoa could have gotten out, because 
they would have paid us a great deal more for our metal than they 
could have obtained metal for on the open market. That was the 
primary purpose. 

Mr. Sears. As a matter of fact, though, the price went up, didn’t 
it? 

Mr. Davis. Yes. 

Mr. SHears. What concern was it, for you as a seller, to have your 
price in line with the price that Alcoa was selling primary aluminum 
for? 

Mr. Davis. Generally speaking, Mr. Shears, it has been our policy 
to sell our products in this country at the price at which others are 
selling their products, and by “‘others’’ I refer to the three producers, 
Alcoa, Reynolds, and Kaiser. That has been our policy so far. 

Mr. McCutxiocn. Would that continue to be your policy if hydro- 
electric power cost you one-half or one-third or one-fourth as much as 
power cost in the United States? 

Mr. Davis. We have often thought about that, Mr. Congressman 
I think—and here we are only speculating or conjecturing on the 
future—I think that if American prices skyrocketed, we would not 
follow suit. ; 

However, we have so far sold our products at the American price, 
and you might very properly ask—we feel that if we did not sell our 
products at the American price, the duty would be increased. Even 
while we sell our products at the American price, two of our com- 
petitors have recently solicited for an increase in the tariff. 

Mr. Suears. Were any negotiations had for a revision of the 
contract? 

Mr. Davis. Pardon me? 

Mr. Suears. Did you have any negotiations with Alcoa? 

Mr. Davis. No, sir. I was in England at that time. 

Mr. Suears. If there had been negotiations, they would have 
involved, would they not, discussion of the price of Alcoa to American 
customers? 

Mr. Davis. I doubt it very much. In fact, I know there would not 
have been. Our people are very careful to avoid that. 
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Mr. Suears. Now, if you had changed the price to Alcoa pursuant 
to negotiation under this provision, would you likewise have changed 
the price of all the other primary aluminum which you sold to Ameri- 
can customers? 

Mr. Davis. Oh, yes; Mr. Shears. We do not discriminate between 
customers. 

Mr. Suears. Would it, therefore, be fair to say that negotiation 
with you under the terms of this contract would give Alcoa some power 
in determining the price at which you charged other American 
customers? 

Mr. Davis. I do not follow that. 

Mr. Suears. Well, under the terms of this contract, would you give 
Alcoa the same power to determine the price at which you charged 
other American customers? 

Mr. Davis. None whatsoever. We have complete freedom to raise 
the prices. I think that Alcoa and everyone knows that when we 
raise the price to one customer, we raise it to all customers. That 
contract would give Alcoa no power over our ability to set the price 
that we think should be set. 

Mr. Suears. Now, on July 23, 1948, did you offer an additional 
20,000,000 pounds to Alcoa for the year 1949 at a price of 16 cents a 
pound, shipments to begin in January 1949? 

Mr. Davis. That checks with my memory. 

Mr. Suears. Was this offer accepted by Alcoa by letter dated 
July 27, 1948? 

Mr. Davis. That sounds correct, Mr. Shears. 

Mr. Suears. And that was accepted by Alcoa, and I wish to read 
briefly from the acceptance letter of Alcoa: 

While, of course, we dislike the idea of paving $0.16 per pound when the going 
price for aluminum in the United States is $0.15 per pound, nevertheless we haven’t 
much option in the matter. Consequently, will you please consider this letter as 
an acceptance of your offer of July 23, 1948. 

Is that correct? 

Mr. Davis. That is correct, Mr. Shears. I believe that letter was 
sent out after we had notified all of our customers of an increase in 
our price on 60-days notice. 

Mr. Suears. As a matter of fact, if Alcoa did not like the price you 
quoted, it did have an option in the matter by way of negotiating 
under the prior contract with regard to the price of tonnage still due 
under that contract, did it not? 

Mr. Davis. I do not believe so, Mr. Shears. There were two sep- 
arate contracts. 

Mr. Suears. And did not Alcoa actually exercise an option in the 
matter when, long before the date of delivery for the aluminum from 
this contract at 16 cents a pound came due, it raised the price of 
primary aluminum on the domestic market to 17 cents a pound in 
the United States? 

Mr. Davis. I do not know. 

The CuarrmMan. Mr. Davis, the subcommittee wishes to thank you. 
We have found you and your associates very cooperative, which is 
different from the experience we have had with some of the other 
companies across the border. 

Mr. Davis. Mr. Chairman, we appreciate that. 
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The CHarrMan. We also appreciate your ready response to ques- 
tions. You have responded admirably. You have been very coop- 
erative and very helpful. 

We will now adjourn until 3 o’clock. 

(Whereupon, at 12:20 p. m., a recess was taken until 3 p. m. of the 
same day.) 

AFTERNOON SESSION 


The Cuarrman. Mr. Davis, will you resume, please? 

Mr. Suears. You have dented to supply Alcoa after the expira- 
tion of the contract we were discussing this morning, in March 1950, 
have you not? 

Mr. Davis. Yes, sir; we have. 

Mr. Suears. In fact, I believe the statistics show that 69 percent 
of your exports to the United States were through Alcoa during 1950; 
is that so, approximately? 

Mr. Davis. That would be an approximation. 

Mr. Suears. Has there been a new contract since March 1950? 

Mr. Davis. No; there is no new contract. We are now going on a 
spot basis, so to speak. It is our intention in 1951 to give priority 
to the independent fabricators. 

Mr. SHears. Have you reduced the amount of your percentage of 
exports through Alcoa since that time? 

Mr. Davis. Our exports through Alcoa? 

Mr. SHears. Yes. You say 69 percent in 1950 were through Alcoa 

Mr. Davis. That is not correct. 

Mr. Suears. To the United States, I mean. 

Mr. Davis. Of our exports to this country, I would say 65 percent 
came to Alcoa during the calendar year 1950. A large part of that, of 
course, was a part of the 300,000,000 pound contract which was negoti- 
ated in 1947. 

Mr. SHears. Have you had occasion to cancel any commitments 
made during 1950 to United States customers? 

Mr. Davis. Not to my knowledge. We are only committed through 
the first quarter of this year. We are soon to open our books for the 
second quarter of this year. 

Mr. Suears. Would Mr. Powell know if there had been any can- 
cellations to any United States customers since 1950? 

Mr. Davis. He might know. I know of none. We can ask him 
when he comes up, if you would so like to do. 

Mr. Suears. At this point, I would like to read from Judge Knox’s 
opinion with regard to, | believe, the contract we have been discussing 
this morning. 

It is not unreasonable to believe that Limited could evaluate trends as capably 
as any other producer, and, if so, it should have felt no pressing need to acquire a 
single purchaser of so much aluminum at the time it did. 

From this fact, it would seem appropriate that conditions be created whereby 
Limited will more closely scrutinize the possible effect of conferring benefits of 
this nature again on a presumably leading competitor. 


Does that refer to that contract? 

Mr. Davis. I recall that statement made by Judge Knox. On our 
side, I would like to say that when that contract was signed, it was 
deemed to be extraordinarily beneficial from our point of view. 

Had we not been able to book up such a large tonnage of metal, we 
would not have felt justified in reopening some of our plants in Canada. 
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That contract gave us an opportunity to do so. At the time it was 
negotiated, other consumers in this country were unprepared to take 
such a quantity. 

We shall certainly state, from our point of view, it has been bene- 
ficial. 

Mr. Suears. You have stated that your present cost of power from 
your present facilities is a little under 1 mill per kilowatt-hour. Is not 
Shipshaw your principal source of power? 

Mr. Davis. Yes. 

Mr. Suears. Was not most of the cost of this project written off 
during World War II? 

Mr. Davis. May I be permitted to come to that when we deal with 
the Shipshaw question? 

Mr. Suears. All right. Do you think the aluminum industry can 
expand just as well using power from fuel as hydroelectric power? 

Mr. Davis. No, sir; I do not. 

Mr. Keatina. How about the speed? 

Mr. Davis. I think probably it is unquestionable that the develop- 
ment of power facilities, utilizing coal or gas, could be brought in 
more quickly than hydroelectric facilities. The cost would, however, 
be greater. 

Mr. Hiturnas. You do not advocate Government-sponsored power 
projects on a large scale to develop hydroelectric power, do you? 

Mr. Davis. We are accustomed to developing our own power. We 
do not advocate anything in the United States. We are a Canadian 
producer in a Canadian country. 

Mr. Hiuurnas. In other words, the development of hydroelectric 
facilities in Canada would primarily be undertaken by Limited as a 
private project, not by the Canadian Government? 

Mr. Davis. That is correct, sir. 

Mr. Witson. What is the relative cost as between the two, hydro- 
electric power and fuel power, in the initial cost and planning? 

Mr. Davis. Mr. Powell may be able to testify better on that. I 
believe the initial cost of gas plants or coal plants would be smaller 
per kilowatt or horsepower. 

Mr. Wiison. How much smaller? 

Mr. Davis. I cannot give you the figure. Maybe Mr. Powell can 
do so. We have concentrated our investigations toward finding 
cheap hydroelectric power, believing that hydroelectric power by its 
very nature should become cheaper and cheaper as the years go by; 
whereas, power utilizing resources which are exhaustible would, unless 
subsidized, become more and more expensive as the years go by. 

Mr. Wiuuis. The difference in the initial plant construction costs 
of hydroelectric power and gas power would be tremendous, would 
it not? 

Mr. Davis I do not think it would be tremendous, sir. I think 
Mr. Powell will be able to answer that better than I can. 

I have seen some figures for gas power which I think have been 
higher than hydroelectric power, on a capital cost basis. I may be 
mistaken there. 

Mr. Suears. Is it a fair statement that your testimony adds up 
to the fact that Aluminium Limited primarily is a British company, 
to supply foreign needs, not to supply United States needs in com- 
petition with its parent companies? 
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Mr. Davis. That, sir, no longer is true. During the prewar period 
we shipped very little metal into the United States. Impediments 
were so great that we naturally turned to other markets. 

The tariffs were higher. Before the war our cost of production was 
higher. After the war we have been more efficient and the tariff has 
been reduced. 

I believe the record will indicate that more and more Canadian 
aluminum has come into this market after the war. I have some figures 
and something to say about that a little later on. 

Mr. Surears. The American Metal Market of January 24, 1951, 
quotes Canadian metal prices. I suppose you supply them with some 
information for that purpose? 

Mr. Davis. Yes. 

Mr. Suxars. It states: 

“Aluminum 17 cents on Canadian metal market,” with an asterisk 
indicating, “For home consumption.’’ Does that indicate you are 
primarily interested in selling your ingots in Canada rather than in the 
United States? 

Mr. Davis. No, sir; that does not follow. We could not live on the 
Canadian market. The Canadian population is smaller than the 
population of New York State. For example, we produce in Canada 
over 8 times the requirements of Canada. We must export to live. 

Mr. Suears. Your exports in the last 3 vears have been irregular, 
dropping from 22 million pounds down to as low as half a million 
pounds at times, have they not? 

Mr. Davis. To what markets do you refer, Mr. Shears? 

Mr. Suears. Imports of aluminum from Canada by the United 
States. 

Mr. Davis. I have some figures here. 

Mr. Suxars. I show you a couple of charts. Have you seen these 
before? Are they approximately correct? 

Mr. Davis. I have not checked these charts. They are, I believe, 
am I not right, prepared by one of our competitors in their application 
to the Tariff Commission to increase the tariff on aluminum? I have 
not studied these. 

I can give you the figures of our exports to the United States, if you 
would like to have them. 

In 1946, our total sales in the United States—and these are ingot 
sales only—were approximately 59 million pounds; in 1947, 244 
million pounds; in 1948, approximately 160 million pounds; in 1949, 
approximately 144 million pounds; in 1950, approximately 319 million 
pounds. 

It might be noted that the demand during this period has fluctuated 
rapidly. There have been many times during the postwar years 
when we have had a great deal of metal to offer, and we have had no 
takers. 

I believe our shipments to the United States would indicate there 
has been a fluctuation in demand. 

Mr. McCuutocnu. As a matter of fact, the demand in the United 
States did not come nearly meeting production capacity of the Amer- 
ican producers in 1947, 1948, and part of the time in 1949, did it? 

Mr. Davis. In 1947, I believe, for the bulk of the year, supply 
exceeded demand in the United States. In fact, we were offered 
aluminum during a part of the year 1947 from American sources. 
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In 1948—I will come to it—the market picked up. It fell in 1949, 
and picked up again in 1950. 

As far as we are concerned, we usually come in on the tail-end of the 
increase in demand. In other words, as an importer, we have a large 
request for our products when the demand is at its very peak. When 
it tapers off, we are the first to feel it, and we are the last to get it on 
the upgrade. 

Mr. Keartinc. Your price, because of the tariff, is usually higher 
than the American prices? 

Mr. Davis. No, sir. It has been our policy to sell in this country 
at the price established here. 

Mr. Keatinc. You absorb the tariff, yourself? 

Mr. Davis. Yes, sir. 

Mr. Keatinc. What is your tariff? 

Mr. Davis. It is now 2 cents per pound. 

The CHAIRMAN. Suppose you continue your statement. I believe 
you were on page 5. 

’ Mr. Davis. Yes, sir. I would like to comment that it surprises us 
to see the references to us as a monopoly, which have been made quite 
freely in the previous meetings of this subcommittee. 

Mr. Suxars. Are you not the only company in Canada? 

Mr. Davis. May I come to that, sir? 

If the speakers who have used that expression could sit in our head 
office in Montreal and could see the concern shown over competition, 
I think that they would quickly dismiss any thoughts of monopoly 
position on our part. We are the only producer of primary aluminum 
in Canada, but that represents only something between 10 and 15 
percent of our market, so some 85 percent of our sales of Canadian 
aluminum are made in the export markets of the world, and here we 
compete with a large number of aluminum producers, both large and 
small. 

From what has been said in this committee room in the past few days, 
[ think you would most certainly agree that we have competitors and 
very effective competitors in the U nited States. 

Mr. McCutiocn. How many primary aluminum companies in 
America are there in which your company has no stock ownership? 

Mr. Davis. We have no stock ownership in any of the companies 
in this country. 

Mr. McCuttocu. How about the rest of the world? 

Mr. Davis. That is true in the rest of the world, with the exception 
of the subsidiaries which have been brought out during the course of 
these meetings. 

I can give you the names of them. 

Mr. McCuttocu. I do not wish to have you repeat the names that 
were given. 

Dr. Davis. I can give you the names of those who have not been 
mentioned so far. 

Mr. McCuttocn. Are there many primary aluminum producers in 
the world, other than subsidiaries or companies in which there is a 
stock ownership by your company? 

Mr. Davis. Yes, sir; there are. I would like to enumerate them, 
if may. In England, there is The British Aluminium Co.; in Nor- 
way, there is a company which is owned by the Norwegian Govern- 
ment; in Germany, there is a German company. ‘The status of that 
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company is not very certain to us. It may be in the hands of the 
Custodian. In France, there is the French Aluminium Co. In 
Italy, there is an aluminum company. In Switzerland, there is an 
aluminum company. Those, I believe, are the main ones. We 
compete with each and every one of them. 

Mr. McCutiocu. Do you have any interest in any of those com- 
panies, in any manner, either directly or indirectly? 

Mr. Davis. No, sir; we do not. 

Mr. Hiuurnes. Do you have any idea of the extent to which the 
Russians have attempted to supply bauxite in the world, or develop 
aluminum production in other parts of the world, in addition to the 
Soviet Union, itself? 

Mr. Davis. We have no information that could be considered 
accurate. ; 

Mr. Hruuincs. It is true, I assume, that the Russians are trying 
very hard through their satellites, by any means possible, to obtain 
large supplies of bauxite and materials for the production of aluminum. 

Mr. Davis. Sir, bauxite is not a problem, we believe. There is 
ample bauxite behind the iron curtain, especially in Hungary, and 
in such areas. 

We do know that some of the satellite countries would like to 
acquire more aluminum if they could. The assumption, therefore, 
is that they would like to get more aluminum than they are able to 
provide themselves. 

Mr. Hiiumncs. Would you think the Russians have progressed 
very far in their aluminum production; are they considered to be a 
nation that is, say, well-possessed of aluminum-making facilities? 

Mr. Davis. It would be a pure guess on our part. 

Mr. Hiiurncs. What would be your guess? 

Mr. Davis. I have seen figures ranging from 150,000 tons to 
300,000 tons as being their production. That is a guess—we may 
be miles off. 

I think you will certainly agree in this country we have three strong 
competitors, and very effective competitors. 

In the aluminum markets outside the United States, representing 
roughly 50 percent of total aluminum consumption of the world, the 
principal competition we encounter is from the producers in Britain, 
France, Switzerland, Italy, and Germany. These are all independent 
companies supplying for the most part their own domestic markets 
and those of their immediate neighbors. 

Aluminium Limited’s traditional role has been, and continues to be, 
to supply the deficiencies in these international markets where local 
domestic production is not sufficient to fill the needs. We do en- 
counter stiff competition all over the world, and certainly this does 
not lend strength to the argument that ours is a monopoly position 

If I may comment on Mr. Shears’ question, it is true that we are 
the sole producer of aluminum in Canada. As was mentioned before, 
we produce eight times the requirements of Canada. It is perhaps 
natural that we are the sole producer up there. 

Mr. Kearinec. Does Canada buy aluminum from any other source 
except you? 

Mr. Davis. Some imports are made into Canada. They are 
primarily in the form of fabricated goods. 

Mr. Keartinc. What tariff do they have? 
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Mr. Davis. [fam not familiar with that question, sir. I would 
estimate 3 to 5 cents; probably 5 cents per pound on sheet. It is 
about equivalent to the United States tariff on similar products. 

We do know of instances where American sheet has gone to Canada. 
Often, they have been special alloys, and perhaps have gone up there 
for that reason. 

Mr. Keatina. Substantially, primarily all of the metal which is 
consumed in Canada comes from your company? 

Mr. Davis. That is true, sir. I would like to repeat that Canada 
is small. If one were to bring us down into this country, it would be 
as if we were the sole supplier to New York State only. 

When put in that light, we do not believe that is a monopoly 
position. 

Mr. Wituts. You said you had three competitors in the United 
States. 

Mr. Davis. Alcoa, Reynolds, and Kaiser. 

The CHAIRMAN. You would not put Alcoa in the same category 
as Reynolds and Kaiser, as far as competition with your company? 

Mr. Davis. Yes, sir, I would. 

The CHarrMan. Despite the liaison that we brought out this 
morning? 

Mr. Davis. I would put them as our competitors. 

The CuarrMan. Despite the closeness of the relations between the 
two companies? 

Mr. Davis. Yes, sir. If I could comment on that, I believe the 
closeness and relationship between the two companies has, if anything, 
acted to keep them strictly apart. 

The courts, of course, found that there has not been common 
direction. 

The CuarrMan. Proceed. 

Mr. McCuttocu. Did I correctly understand the testimony this 
morning to be that a major part of the sales of your company was to 
Alcoa direct? 

Mr. Davis. In this country, and in the postwar period, the major 
part of our sales have been to Alcoa. ‘That is attributable, mainly, 
to the 300 million pound contract which was negotiated in the fall of 
1947. 

Mr. McCuuzocnu. Did that 300 million pound contract take up 
your entire production? 

Mr. Davis. No, sir. It did not do that by any means. 

Mr. McCutxiocu. Would it have been possible during any of this 
time for an independent fabricator in the United States to buy alumi- 
num direct from your company? 

Mr. Davis. I would say that during 70 percent of the time it would 
have been possible. 

Mr. McCuttocu. Did you sell to the United States fabricators 
during any of this time substantial quantities of aluminum? 

Mr. Davis. Yes, sir. We have sold over the period 131,000,000 
pounds to independent fabricators in this country. 

Mr. Keating. During what period? 

Mr. Davis. The postwar period, the 5 years, 1946 through 1950. 

Mr. McCuttoca. Was the selling price of that aluminum the same 
as the selling price to Alcoa? 
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Mr. Davis, Yes, sir, it was. I believe there has been testimony 
before at these hearings that the independents have benefited by the 
fact that we have come down here and sold them metal. Many of 
them might have starved to death if we had not done so. 

At the moment, we would be delighted to be able to sell them more 
metal. But we have not got it. There have been some violent 
fluctuations. On many occasions we have had metal running out of 
our ears. We have had to scare up all the customers we could find 
Then the shift came, the metal situation tightened up and we have 
had to turn away orders from some customers. 

Mr. McCuttocn. I understand you are selling or shipping to th: 
United Kingdom rather large quantities of aluminum; is that right? 

Mr. Davis. That has been our traditional role. We have supplie dd 
the United Kingdom with large tonnages of aluminum. 

Mr. McCuttocn. Do you know whether the stepped-up quantities 
of aluminum that you have been recently selling to the United King- 
dom are primarily used in the rearmanent program there? 

Mr. Davis. A large part—no, sir. I should perhaps correct that. 
I could not say that, because I do not know how much of the fabricat- 
ing facilities in England are being devoted to arms production. 

I do know that more and more is being devoted to arms production. 
I could not give you the figure. 

Mr. Wiis. Alcoa is larger than Kaiser or Reynolds? 

Mr. Davis. Yes, sir; they are larger. 

Mr. Wiuuts. Would you say that Alcoa is equal in size to both 
Kaiser and Reynolds put together? I do not know. I am asking 
you for a rough ides 

Mr. Davis. I have some comparative figures. I do not know, but 
I could check, if you care for me to do so. 

Mr. Wixurs. What I had in mind was this: You have shipped about 
60 percent of your American outlet to Alcoa? 

Mr. Davis: Yes, sir. 

The CHAIRMAN. Sometimes as high as 70 percent. 

Mr. Wiuuts. Assume, just for the sake of what I have in mind, that 
Kaiser and Reynolds are equal in size to Aleoa. Suppose Kaiser and 
Reynolds had gone to you in 1947 for a contract for 70 percent of your 
output here. What would you have done? 

Mr. Davis. We would have offered them an equivalent tonnage. 
Perhaps I should not say “an equivalent tonnage,’”’ because we might 
not have had an equivalent tonnage. 

But we would have treated them on a comparable basis. 

The CHarrmMan. Even though with Kaiser and Reynolds you had 
no relationship such as you had with Alcoa, by the way of mutuality 
of stock ownership, mutuality of board of directors, and so forth? 

Mr. Davis. Yes, sir. There have been no interlocking directors 
between the two companies. It has been our firm policy to attempt 
to deal with all the three producers on as even a basis as we have 
been able to do. 

Mr. Wiuuts. It has happened accidentally that 75 percent of what 
you ship here goes to Alcoa, whose stockholders happen to be com- 
mon-stock holders? 

Mr. Davis. That is right, sir. 

Mr. Wiis. That is an accident? 

Mr. Suears. Did you not have a firm contract for 3 years? 
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Mr. Davis. We had a firm contract for 300,000,000 pounds, which 
was very beneficial to us. 

As a result of that, Alcoa has had the lion’s share of our exports to 
this country. 

Mr. McCutxocn. Did Reynolds or Kaiser ever offer to buy under a 
firm contract huge quantities of aluminum from your company in this 
period or during this period? 

Mr. Davis. Not when we were in a position to offer any. Shortly 
before the contract was entered into with Alcoa, Reynolds was offering 
us metal. 

Mr. McCuttocn. And while you had a surplus production in 
aluminum you entered into a firm contract with Alcoa to purchase 
some 300,000 tons? 

Mr. Davis. 300,000,000 pounds. 

Mr. McCutiocn. And you would have expected Alcoa to complete 
that contract, in accordance with its terms, regardless of whether 
there would have been a need for that aluminum in America or not? 

Mr. Davis. Yes, sir; we would have expected them to do that. 

Mr. McCutiocn. You would have enforced the terms of the 
contract? 

Mr. Davis. As we do with everyone else. If aluminum became a 
glut on the market, we never force any of our customers to take metal 
they have signed up to take. 

Mr. McCutxiocn. This was more an option on the part of Alcoa 
than a firm contract? 

Mr. Davis. I would say, sir, that conditions would have to get 
pretty bad. I should have said, sir—this is pure speculation now; it 
did not happen—conditions would have had to get pretty bad before 
that contract would have been given up, if you know what I mean. 

We expected Alcoa to take it. They signed up to take it, and, in 
fact, they did take it. 

The CuarrmMan. Was there not a release clause that Alcoa could 
have availed itself of, if it wished, namely, to permit it to disavow its 
obligations under the contract? 

Mr. Davis. Under certain conditions. Mr. Shears read that part 
this morning. If the contract was out of line with the prices in this 
country, they could have entered into negotiations to terminate the 
contract. 

The CHarrMan. Is not that a little bit in error, “if it were out of 
line with the price Alcoa charged,” then it could disavow that? 

Mr. Davis. That may be correct. 

The Cuarrman. That is a big difference. 

Mr. Davis. Well, sir, the prices are usually about the same in this 
country as between all three producers. 

The Cuarrman. Does Alcoa fix the price in this country? 

Mr. Davis. Not to my knowledge. 

The CHarrMan. Is Alcoa the bellwether or the leader in fixing 
the price? 

Mr. Davis. I would say over a period of years it has been. But 
many people have told me that prices are made in heaven. ‘ 

The CuatrMan. Do you not follow Alcoa’s prices in this country 
when you sell in this country? 

Mr. Davis. We follow the prices of Alcoa, Reynolds, and Kaiser. 

The CuHarrmMan. But you do follow Alcoa’s prices when you sell 
in this country? 
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Mr. Davis. Yes, sir; we do. 

The CuHarrMan. It may be that Reynolds and Kaiser follow Alcoa 
also. 

Mr. Davis. That may be. 

The CuHarrmMan. So Alcoa is the price leader in the selling price of 
aluminum in this country? 

Mr. Davis. That may be. 

The Cuarrman. It not only may be, it is, Mr. Davis? 

Mr. Davis. I do not know. 

The CuarrmMan. Are you not an expert on aluminum, as head of 
this large company? 

Mr. Davis. Not an expert on the aluminum industry in this 
country. 

The CuarrmMan. But you are an expert in the aluminum industry 
in your own country? 

Mr. Davis. I try to be. 

The CuHarrmMan. And that company sells the major portion of its 
aluminum to the United States? 

Mr. Davis. No; we do not sell the major portion of our aluminum 
in the United States. 

The CuarrmMan. A goodly portion of it? 

Mr. Davis. In the postwar period, we have sold a goodly portion 
of it. 

The CuarrMan. You may proceed. 

Mr. Davis. We next come to a large subject, “World War II 
expansion.” 

Mr. Wiuurs. May I ask one academic question, Mr. Chairman? 
This is not directed to your company at all. Do you have in Canada 
a statute comparable to our Sherman antitrust law? 

Mr. Davis. Yes, sir, it is generally comparable. It is the Combines 
Investigation Act, I believe it is called. But it takes a different 
approach to the problem. It does not necessarily follow that a 
monopoly will be persecuted in Canada. 

Mr. Keatine. It depends on what administration is in power there, 
does it not? 

Mr. Davis. That could be, sir. 

The CHatrMAN. Did you say “persecuted” or “prosecuted’’? 

Mr. Davis. I should have said “prosecuted.” The act takes the 
approach that if the activities of a company are detrimental to the 
public’s interest, it may be prosecuted. ‘That is the difference. 

Mr. Wits. So, restraint of trade is not admitted in your jurispru- 
dence as it is here? In other words, you do not have any particular 
criterion as to what is beneficial or against the public interest as 
spelled out in our statutes? 

Mr. Davis. Sir, I would say restraint of trade implies something 
against the public interest. 

Mr. Wius. I just want to know what words were used in bringing 
out your thought, that if it were found to be against the public in- 
terest it may be restrained. 

I wondered what words were used to spell out what is considered 
to be against the public interest. It is restraint of trade; is that in 
the statute? 

Mr. Davis. I am not a lawyer. I would say if we restrained trade 
in Canada, that would imply acting in a manner contrary to the pub- 
lic interest, and they would come after us. 
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The CuarrMan. Who determines that? 

Mr. Davis. The Canadian courts. 

The CuarrMan. The courts? 

Mr. Davis. The Canadian courts would determine that. 

The CuarrmMan. Off the record. 

(Discussion off the record.) 

Mr. Hiuurnes. Mr. Davis, you made the statement previously that 
you did not consider your company to be a monopoly. Do you think 
it is going to be possible—what suggestions could you advance if you 
do think it is possible—to allow and make it possible for a number of 
additional companies to come into the aluminum production field? 

Mr. Davis. Sir, a variety of methods could be used to bring new 
companies into the field of aluminum. 

Mr. Hiturnes. Would you mind advancing a suggestion or two in 
that regard, if you have such suggestion? 

Mr. Davis.,1 would try and find someone who has 100 million dol- 
lars, and who is prepared to do it. I would think that any new pro- 
ducer coming into the field in this country would start off with a sub- 
stanial cost disadvantage. 

Mr. Keatina. Because of the necessarily high initial investment, 
you mean? 

Mr. Davis. No, sir, higher cost of power. That is one reason. 

Mr. Keating. Unless he had made arrangements for power at a 
rate comparable to that being used by other companies? 

Mr. Davis. If he could acquire that, that would be different. But 
he would also have the disadvantage of putting up a plant at a capital 
cost substantially larger than the plants in existence in this country. 
That arises through inflation and such causes. A large part of the 
cost of producing metal is the cost of money. It requires a huge 
investment to go into the aluminum business. 

Mr. Hiturnes. Do you believe if we come through this current 
crisis, Which we all certainly hope we are going to do, which causes 
us to need a great supply of aluminum for defense purposes, we are 
going into a period, when we come out of that crisis, where there will 
be found a great many new uses of aluminum to substantially increase 
the market? Do you have a feeling, as some of the other people in 
the aluminum industry have already advanced to this country, that 
we are moving into a light metal age, and there is going to be a great 
expansion in the various uses of aluminum? 

Mr. Davis. Yes, sir, we feel that, especially if the price of aluminum 
can be kept down. Every additional cent added to the price of 
aluminum restricts its future market. 

Mr. Hixturnes. Do you believe that expansion of the domestic use 
of aluminum would encourage new companies to come into the 
aluminum field? 

Mr. Davis. I think it might encourage them to, sir. 

Mr. Keartina. I suppose it would be fair to add to your analysis 
of the question, whether or not you exist in the competition offered 
by other metals, is that right? 

Mr. Davis. That is right. 

Mr. Keatina. Is there not now a metal supposed to be lighter than 
aluminum and equally durable? I have read about some metal which 
is supposed to give aluminum a great run for its money. 

Mr. Davis. You may be referring to titanium. 

Mr. Keatina. I think that is it. 
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Mr. Davis. We do not believe—perhaps I should say, ‘we hope”’ 
that aluminum will hold its place. 

Mr. Keatinae. What is the world situation regarding titanium, in 
general? 

Mr. Davis. I do not know the situation. 

Mr. Keatine. Your company does not have any interést in that? 

Mr. Davis. No, sir. 

Mr. Knrartine. Are there titanium companies in Canada? 

Mr. Davis. There is a large plant going up at Sorel in Canada. 
I believe American companies have an interest in that, not aluminum 
companies, which will produce titanium. 

Mr. Keatina. Titanium is actually now in production? 

Mr. Davis. I do not think it is in production yet. I am not sure. 

The CuarrMan. It is about $5 a pound, too, is it not? 

Mr. Davis. At the moment it is considerably more expensive than 
aluminum. There again, Mr. Powell may be able to give you further 
information on that, if you want. He is familiar with the plans of 
the titanium company up there. 

Mr. McCuttocu. Does your company carry on extensive research? 

Mr. Davis. Yes, sir. 

Mr. McCuttocu. In conjunction with Alcoa? 

Mr. Davis. No, sir. 

Mr. McCuttocu. Do you exchange information? 

Mr. Davis. No, sir. 

Mr. McCuttocna. Do you exchange patents? 

Mr. Davis. We have not exchanged patents. We are licensed 
under some of theirs, and I believe they may be licensed under some 
of ours. On that point, I am not certain. 

Mr. Keatine. Are Reynolds and Kaiser licensed under any? 

Mr. Davis. I do not know, sir. 

Mr. Keating. Are you licensed under any of theirs? 

Mr. Davis. I do not know, sir. 

The CuatrMan. Go ahead, Mr. Davis. 

Mr. Davis. I am not familiar with the patent situation. 

Turning to the World War II expansion proposition, innumerable 
references have been made to our World War II expansion program, 
especially the so-called Shipshaw project. These references have been 
made before this subcommittee and before other committees of this 
Government. As mentioned before, this is the first opportunity we 
have had to present the facts. We do not question that the adverse 
criticisms of the Shipshaw project have been made in good faith. 

However, they have been made without a knowledge of all the 
facts and we welcome this opportunity to set the record straight. 
We appreciate the countesy shown by this subcommittee in inviting 
us for the first time to tell our story. 

When Britain declared war on Germany on September 1, 1939, 
followed by a declaration of war by Canada 3 days later, the total 
available capacity for the production of aluminum in the British 
Commonwealth was insufficient to meet the needs of prosecuting that 
war even though our company, for example, had doubled its production 
capacity on our own account between the years 1937 and 1939. 

The power used for that increase in capacity came from the first 
stage of the Shipshaw development which had been completed in the 
year 1931. Soon after the outbreak of war the British Government 
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turned to us and asked for increased aluminum production in Canada. 
We were requested to more than double our capacity and to give the 
British Government the first call for 20 years on the output of 236.9 
million pounds of increased capacity. The British Government agreed 
to lend us $55,600,000 for 20 years, and we agreed to repay it with 
interest in proportion to the use of that capacity. 

To meet the British requirements the ingot reduction facilities in 
the Saguenay district of Quebec had to be greatly expanded. Con- 
struction got under way immediately. Additional hydroelectric power 
for the reduction of aluminum was required and the planned second 
stage of the Shipshaw power site was taken in hand. On March 6, 
1940, the firm of Stone & Webster, consulting engineers, was engaged 
to prepare the final engineering plans for the completion of the Ship- 
shaw project. In the meantime, pending the completion of the 
Shipshaw project, arrangements were made by the company to obtain 
emergency supplies of power from other suppliers. 

Thirteen months later we were approached by the United States 
Government for substantial tonnages of aluminum. 

Mr. McCuutiocn. At that particular time, what was the annual 
production of your company? 

Mr. Davis. At what particular time? 

Mr. McCutvocu. At the time you were first approached by the 
United States Government, what was your annual production? 

Mr. Davis. I cannot answer that. I do not know. Mr. Powell 
may know. 

At that time we had undertaken an expansion, whether or not it was 
completed | am not sure. But we had undertaken an expansion of 
236.9 million pounds of ingot capacity to meet the requirements of the 
United Kingdom. 

So the way we view it, we expanded from 198.4 million pounds to 
435.3 million pounds to meet the requirements of the United Kingdom. 

Mr. McCuuttocna. Between what dates? 

Mr. Davis. That is what I am unable to answer, because I do not 
know when that expansion was completed. Mr. Powell may be able 
to throw light on that. 

Mr. McCuttocu. Would you be able to say whether or not produc- 
tion of your company at this period, at the time the United States 
Government entered into negotiations with your company, was sub- 
stantial or was a minor production? 

Mr. Davis. It was substantial. 

In May of 1941 the first of several American contracts was signed. 
To fill these large additional orders, bauxite, alumina, and smelting 
facilities had again to be greatly expanded and United States funds, 
as later described, provided a part of the construction and working 
capital requirements. 

Mr. Keating. Your plans were to use your own funds, plus the 
funds loaned to you by the British Government? 

Mr. Davis. Up until that time. I am sure the people in charge 
at that time felt we already had a huge expansion under way, only 
just to meet the British requirements. 

Mr. Keartine. When the British loaned this money, they exacted 
from you an agreement for first call on your production up to a 
specified amount for a 20-year period? 
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Mr. Davis. That is right. That first call was on 236.9 million 
pounds. 

Mr. Wituts. Did the United States make a similar demand, or 
will you cover that later? 

Mr. Davis. They made no such demand, to the best of my know!- 
edge. 

Mr. McCutuocu. Has the British Government utilized that com- 
mitment which you made to them? 

Mr. Davis. They have not had to utilize it, sir. We have supplied 
them, and they have never said, ‘‘We must exercise our rights.”” We 
have supplied them with more than their first call. Perhaps that is 
the best way to answer your question. 

Mr. Keartina. The contract was negotiated with representatives of 
the British Government? 

Mr. Davis. That is right. 

Mr. Keartina. In what Ministry? 

Mr. Davis. Here, I am guessing. I think it was the Ministry of 
Supply. 

Mr. Keatina. As far as you know, it was not the Foreign Office? 

Mr. Davis. I am almost certain it was not the Foreign Office. 

Mr. Keatine. When you came to negotiate with the American 
Government, with whom did you negotiate? 

Mr. Davis. That was with the Metals Reserve Company of the 
War Production Board. 

Mr. Keating. Did the American State Department enter into the 
negotiations in any way? 

Mr. Davis. Not to my knowledge. 

Mr. Keatine. Did the Department of Commerce enter into it in 
any way? 

Mr. Davis. Not to my knowledge, sir. At that time I was not 
with the company. So I cannot testify as accurately as I might 
otherwise be able to do. 

Mr. Keatrna. So far as you know, when the negotiations with 
the British Government took place, it was with one of the recognized 
ministries of that Government; whereas when it took place with the 
American Government, it was with one of these corporations set up 
for the purpose of purchasing metals? 

Mr. Davis. It was, I believe, with the Metals Reserve Company, 
in the case of our negotiations with the United States. 

Mr. Keatine. And they not only did not exact, the American Gov- 
ernment did not even ask for any protection to the United States 1) 
the way of a continuing lien upon your production over a period of 
time? 

Mr. Davis. Not to my knowledge, sir. 

It is not our responsibility to assess other means by which th 
United States might have obtained this aluminum. I might, how- 
ever, draw your attention to the testimony given to the Senate Smal! 
Business Committee in 1945 by Mr. William L. Batt, Vice Chairman 
for International Supply of the War Production Board, by Mr. W. A 
Clayton, Assistant Secretary of State, and Mr. 5S. D. Strauss, Vic¢ 
President of Metals Reserve Company. These were the men who 
conducted most of the negotiations on behalf of the United States 
Government. 

Mr. Keatina. The Secretary of State was represented? 
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Mr. Davis. Sir, it may be that at this time he was not the Assistant 
Secretary of State. I can find that out for you in a minute. if you 
care to have me do so. 

Mr. Keartina. The record will show that. 

The CHatrMANn. This was in 1945? 

Mr. Davis. These are the hearings before the Senate Small Business 
Committee in 1945. We are referring to the contract of 1941. 

Mr. Batt testified to the effect that the huge emergency demands of 
the United States for aluminum forced the agency responsible for the 
armament program to utilize all possible sources of aluminum. When 
the United States facilities and projected new construction failed to 
add up to the required total, a possibility of help from Canada was 
investigated. The ability of Alcan to expand rapidly to supply 
some part of the United States needs within the time required was a 
vitally important contribution, he said. 

Mr. Wituts. Mr. Batt is explaining in 1945 what transpired in 
1941, is that correct? 

Mr. Davis. This is his testimony. 

Mr. Wits. It is paraphrasing his testimony in 1945, explaining 
what took place in 1941? 

Mr. Davis. Yes, sir. This was his testimony in 1945. 

Mr. Clayton in his testimony recalled that Alean by 1941 had al- 
ready more than doubled its capacity. He said in part: 

They weren’t seeking this business and they weren’t keen for it at all, but they 
dealt with us in a very fair way. To show you how quickly they got into produc- 
tion, deliveries in 1942 from the Aluminum Co. of Canada, Ltd., were 210,000,000 
pounds as against only 160,000,000 pounds that the Defense Plant Corporation 
plants in this country turned out in that year. 

The financing for Shipshaw No. 2 hydroelectric development was 
provided for outside the United States. The amount loaned by the 
United Kingdom plus realization on metal sales to the United King- 
dom, plus the company’s own funds, substantially exceeded the com- 
bined cost of the expansion of the aluminum facilities necessary for 
United Kingdom demand and of the Shipshaw No. 2 hydroelectric 
development. 

The arrangements with the United States were on a different basis 
from the British, as requested by the United States Metals Reserve 
Company. 

Mr. Keatinc. Were you with the company when the arrangement 
with the United States was made? 

Mr. Davis. No, sir; I was not. Perhaps I had better correct 
myself. At that time I had nothing to do with the negotiations. 

Mr. Keatina. Is the other gentleman who is to testify here able 
to speak of that time? 

Mr. Davis. I believe he played a part in the negotiations. 

The contracts with the United States stripped to their funda- 
mentals represented straight commercial transactions, with the provi- 
sion that part of the funds in payment for the metal were advanced 
rather than paid after delivery. In addition there was a short-term 
loan from the Export-Import Bank. When the metal was all delivered 
the books of both buyer and seller were exactly the same as if payment 
had been made after instead of before delivery, except for interest. 

The United States paid us a total of $240,41 3, 000, of which $68,500,- 
000 was paid in advance, and the re «mainder paid when the metal was 
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delivered. The United States received a total of 1,364,000,000 
pounds of aluminum. 

Mr. Keatina. The difference in the time between the payment of 
the 68 million dollars and the balance was what? 

Mr. Davis. I would estimate approximately 2 years. 

Mr. Krartina. So the concession, the interest on 68% million dollars, 
was for 2 years? 

Mr. Davis. Probably the interest ran a little longer. That would 
be eaten off in the course of the contract, as supplies were sent. 
Supplies were sent down here over a 4-year period. 

The Cuarrman. Was it really a deal of that sort? Was there not 
an arrangement made whereby the United States would advance all 
or a part of the 68 million dollars for the construction of a plant? 

Mr. Davis. The funds were not earmarked, Mr. Chairman. The 
money Was advanced, and once put into our treasury, naturally, we 
could not any longer keep track of it. 

Some of that may have gone into facilities in British Guiana, and 
some into additional working capital. 

But the point I want to make-is that it does not necessarily follow 
that those funds went into the Shipshaw power development. 

Mr. Keatrne. Did you, in fact, in your contract agree to expand 
your facilities at Shipshaw? 

Mr. Davis. We had to expand our facilities to meet the contract. 

The CHarrMan. You mean to tell me that our Government simply 
gave you $68,000,000 for the purpose of purchasing ingots which 
were not then in being and had to be produced; you did not have the 
facilities and the productive capacity to make them, and there was 
no talk or arrangements made about a power development, about 
construction of plant, and so forth? 

Mr. Davis. We may have informed the Government fully what our 
plans were to be, but the $68,500,000 was not tied to any one thing. 

The CHarrMAN. It was given to you without any conditions at all, 
except you had to deliver certain quantities of aluminum, and this 
was a part payment, and there was to be a balance between the 
$68,500,000 and the $240,413,000? 

Mr. Davis. It was given in return for a contract to supply, on our 
part, the Government with a large amount of metal. 

The CHarrmMan. Was there a contract made in writing? 

Mr. Davis. Yes, sir. 

The CuarrmMan. Have you got that contract? 

Mr. Davis. I believe we can get it. 

The Cuarrman. | think we should have the contract for the record. 

Mr. Keratine. That was a contract with the Metals Reserve 
Company? 

Mr. Davis. Yes, sir. 

The CHarrMan. What was the loan you made from the Export- 
Import Bank, and how much was it? 

Mr. Davis. I think that it reached $14,000,000. It was a short- 
term loan. 

The CuarrMan. For what purpose? 

Mr. Davis. For working capital requirements. 

The CuHatrmMan. Nothing else was stated as a condition for the 
loan, except that it was to be used by your company as working 
capital? 
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Mr. Davis. Sir, we undertook to provide the United States Gov- 
ernment with large tonnages of metal. On our part it was necessary 
for us to expand our facilities. 

What we did with the British was to arrange for a 20-year loan to 
assist us in proceeding with those facilities. In the case of our 
dealings with the United States, they preferred to make an advance 
payment against the metal to be delivered, to be liquidated over the 
period of the contract. 

The CuarrMan. How long is that contract? 

Mr. Davis. It was about 4 years. 

The CuarrmMan. What was the price per pound or ton; what was 
the arrangement? 

Mr. Davis. The base price started at 17 cents per pound, and was 
reduced to 15 cents per pound. 

The Cuarrman. What was the market price at the time the con- 
tract was made—was it 17 cents? 

Mr. Davis. Yes, sir. That is my recollection. It was at the 
market price at the time that the contract was made, and voluntarily 
reduced by us to 15 cents. 

Mr. Keatina. Both this contract with the British and with the 
American Government was negotiated at approximately the time of 
the entry of the respective countries into World War LI, is that right? 

Mr. Davis. Yes, sir. The British declared war in 1939 and the 
United States after December 7, 1941. 

Mr. Keatina. In other words, the British, faced with this war 
emergency, entered into a contract to loan you some money for which 
they exacted from you an agreement to gve them a certain capacity 
over a 20-year period; the United States Government entered into a 
contract, when faced with their emergency, in which they exacted 
nothing, looking into the future, but paid you over a large sum of 
money in simple agreement for you to turn over to them certain 
aluminum tonnage four years hence? 

Mr. Davis. It was not all four years hence. It took a period of 
time to work it off. 

Mr. Keatine. But not with any commitment looking into the 
future whatsoever? 

Mr. Davis. Not beyond that period. 

Mr. Kratine. You see, do you not, the fundamental difference in 
the approach of the negotiators for the two countries? I do not want 
to overstate it, but I am interested in your statement, if I have cor- 
rectly stated it, because it points out a very fundamental distinction 
between the method of approach which | have observed, from my own 
personal experiences, between the Government of the United Kingdom 
and the Government of the United States, when faced with a great 
national emergency. 

Mr. Davis. Yes, sir; that is certainly true. Especially in that 
respect, the two contracts were quite different. 

The CuarrMan. Mr. Davis, you said the price at which this metal 
was sold to the United States Government was 17 cents per pound, is 
that correct? 

Mr. Davis. That is right. 

Mr. Wiiuts. 17.6. 

Mr. Davis. No, sir. Perhaps I should explain that. The contract 
price was originally 17 cents per pound, as a base price. It was subse- 
quently reduced voluntarily to 15 cents per pound. 
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The CuarrMan. Was it voluntarily reduced? 

Mr. Davis. Yes, sir. 

The CuHarrMan. Was this not the reason, Mr. Davis: When the 
so-called Truman committee heard of the price, 17.6, they investigated 
and had this to say: 

Under all the circumstances the committee believes it was desirable to attempt 
to renegotiate the contracts, and in the fall of 1941 called the attention of the 
Reconstruction Finance Corporation to the price differential. 

The Metals Reserve Company was affiliated with the Reconstruc- 
tion Finance Corporation. Was it not true, as a result of that investi- 
gation, that your company dropped its price to 15 cents? 

Mr. Davis. Sir, I do not know what the reason was. We were in 
no way obligated to reduce our price. 

The CHarrman. I understand that. 

Mr. Davis. We would not have had to reduce our price if we did 
not want to. It was a voluntary reduction. It was so testified to 
by Mr. Clayton. 

The CuarrmMan. It would be a very serious thing if you did not 
reduce the price, when there was involved a quarter of a million 
dollars. 

Mr. Davis. It also is our policy to sell at what the United States 
producers are selling at. 

The Cuarrman. | do not mean to belabor the point. 

Mr. Davis. In addition, there were escalator clauses. So that the 
prices, and the prices mentioned by Mr. Willis, are those which 
include the escalator provision. We will come to that in a moment. 

Mr. Wiuuts. I got the impression from some witness, Senator 
Murray, | believe, that the going price when we made the contract 
was something like 14 cents, and the contract with Alcan hiked it 
some 2 cents to 16 cents. Someone made a statement along that line. 
That 2 cents may be accounted for by the tariff. 

Mr. Davis. I have some figures here which show the United States 
domestic prices on a delivered basis during the period of several years. 
There may have been changes during the middle of the year. I only 
have one price for each year. These figures show, and I| believe they 
are taken from public sources, but I would not guarantee them accu- 
rate, in 1939 the price in the United States was 20 cents; in 1940, 18.8 
cents; in 1941, 16.5 cents; in 1942, 15 cents; 1943, 1944, 1945, 1946, 
and 1947, 14 cents. So there were fluctuations in price. 

What I would like to point out, if I may, is that there was nothing 
abnormal about the transaction. It is something which is done 
every day. It is something we do every day. 

Mr. Keatinc. What do you mean—this United States deal is 
something you do every day? 

Mr. Davis. Yes, sir. 

Mr. Keatinc. When have you done it since then? 

Mr. Davis. In this respect, whenever we have heavy equipment to 
buy, from the Westinghouse Co. or some such company as that, we 
make payments before we receive the equipment. 

It is normal commercial practice. In that sense, we feel that an 
advance payment by the United States Government against a large 
contract to produce aluminum is nothing out of the usual. 

Mr. Keatine. When have you ever received or paid out $68,000,000 
before, on any day? 
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Mr. Davis. In respect to size, it is unusual; in respect to principle, 
it is not unusual. 

The CuatrMan. Mr. Davis, were these not really the facts in the 
case—you may have a different interpretation—you did not have the 
facilities to supply this huge demand for aluminum which the United 
States had originated because it needed the aluminum in larger quan- 
tities for its armament, and you said, ‘‘All right; we will make the 
aluminum, but give us the wherewithal to build the plant and to install 
the machinery, and give us sufficient working capital so we can give 
you all that aluminum’’; is that not the sum and substance of it all? 

Mr. Davis. I hope I have not left that i impression. 

The Cuatrman. I| think you have left the impression that the United 
States ordered a large quantity of aluminum, at a certain price, and 
you agreed to fulfill the contract at a certain price. There was much 
more than that. You did not have the facilities; you did not have the 
machinery; you wanted to have the United States Government to help 
you in that regard. It was helpful to the United States to get that 
aluminum. It was also helpful to you. After that was done, you had 
a good power plant. You had the electricity for the plant. The 
machinery was there. So was the building. You had this vast quan- 
tity of hydroelectric power. That is the sum and substance of it, i 
it not? 

Mr. Davis. I do not want to give the wrong impression here. In 
order to again double our facilities, we would have had to raise more 

capital from some source. This was the source. 

What I am trying to say is, that it did not necessarily go into 
Shipshaw No. 2. It went into the till. 

The CHairMan. It went into what? 

Mr. Davis. Our till, our treasury. 

The Cuarrman. In other words, you could use it any way you 
wished? 

Mr. Davis. Yes, sir. I would like to put this document in the 
record, with your permission. 

Mr. Kearina. You could not use the British money any way you 
wished? 

Mr. Davis. There was no restriction on the British money. 

Mr. Keatine. It was a straight-out loan? 

Mr. Davis. Yes, sir. I have a statement here by the auditors, 
which reads in part: 

It can be fairly stated that no part of the US$68,500,000, which was advanced 
by the Metals Reserve Co., is or has been represented in expenditures on the 
Shipshaw Power project. 

Mr. Keatina. Where did you get the money to build the project? 

Mr. Davis. From a variety of sources, sir. It was partly from our 
sales to other people. Part of it was our shareholders’ money. 

Mr. Wituts. Did you use the $50.6 million of British money to 
construct this—can you be as categorical about the distribution of 
the British money as you can about the American money? It all 
came into your till. 

Mr. Davis. That is the point. We cannot be categorical about the 
use of any of this money. 

Mr. Wiuuis. Let us put it this way, then: It is, at least, equally 
as logical to think that the American capital was as helpful to construct 
that plant as the British capital? 
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Mr. Davis. One could say that; yes, sir. 

Mr. Wits. In fact, the sums of money from the two sources were 
used? 

Mr. Davis. In addition to our other sources. 

Mr. McCuttocu. Mr. Davis, could we say that neither the money 
from the United Kingdom nor from the United States was segregated 
or earmarked? 

Mr. Davis. That is correct, sir. 

Mr. McCuttocu. To continue with that thought, to use your 
words, ‘‘put into a common till,”’ and you dipped it out of that till 
for whatever purpose you had to spend current funds for? 

Mr. Davis. That is exactly correct, sir. 

Mr. Keartina. I want to read this to you, Mr. Davis, for your com- 
ment. Wherein it is in error, I would appreciate it if you would point 
it out. It is a report from the Surplus War Property Subcommittee 
of a Special Committee To Study Problems of American Small Business 
of the United States Senate in the Seventy-ninth Congress, in which 
they say: 

With these facilities— 
meaning the Shipshaw facilities— 
the Canadian comipany will probably be able to undersell in foreign markets any 
American aluminum producer, and perhaps even to sell large quantities of al- 
uminum in the United States over the existing tariff wall of 3 cents per pound—— 

The CuarrMan. What is the date of that? 

Mr. Kearina. It is dated September 1945. 

Had our defense officials heeded the warning they received in 1940 and early 
1941, and acted more promptly to enlarge public power and metal production 
facilities in the United States, much more of the needed aluminum could have 
been produced in this country at lower prices than were paid to the Canadiar 
company. And instead of building up a foreign competitor, the facilities would 
have been-ours for postwar use. 

Would you care to comment on the accuracy of that conclusion? 

Mr. Davis. Yes, sir. That is a long statement. May I take it in 
bits? 

That statement gives the impression that by reason of special 
depreciation and the like granted to us, and the advances made by 
the United States Government, the Shipshaw power is cheap power 
and permits us to compete favorably with others. 

That is point No. 1, is it not? 

Mr. Keartina. I believe so. 

Mr. Davis. On that point, I would like to mention that the 
Canadian Government permitted us to depreciate the Shipshaw 
power plant down to a figure which was equivalent to what it would 
have cost had we gone ahead on a normal basis, as estimated by 
Stone & Webster, an outside consulting company. 

Mr. Keating. What do you mean by “a normal basis’’? 

Mr. Davis. That had we proceeded without undue speed, without 
the pressure of war, our consulting engineers estimated that plant 
would have cost X dollars. We were permitted to depreciate that 
plant down to that figure with special depreciation. 

Sir, that plant, which brought in over 1,000,000 horsepower was 
built in 18 months. That, I think, was a Herculean task. People 
were working on that, thousands of people, 24 hours a day, 7 days a 
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week, at temperatures down to 30° below zero, in order to get that 
plant in. 

In those days every pound of aluminum was valuable; every ton 
meant another fighter or another airplane. The speed was incredible. 
[| believe, anyone who understands it will state that the construction 
of Shipshaw in the time that it was done was a miraculous and 
wonderful job. 

[ am not taking credit for that, myself, sir, but I believe those are 
the facts. The engineering was achieved so that it could be done 
that way. That is the reason why the cost was greater than it would 
have been otherwise, and why the Canadian Government permitted 
us to depreciate it down to the figure it would have cost had we gone 
ahead on the normal basis. 

Mr. Keating. And charge that depreciation off against your 
earnings, in what—1, 2, or 3, years? 

Mr. Davis. It was over, I would say, a 4- or 5-year period. The 
actual figure was 60 percent which we were permitted to depreciate 
over a 3- or 4-year period. 

Mr. Keating. The Canadian Government reached the conclusion 

that if you had proceeded with the construction in the normal manner, 
it would have cost you about 40 percent of what it did, in fact, cost 
you? 
’ Mr. Davis. That is right, sir. I believe it would be fair to say that 
the reason Shipshaw power is low-priced is because there is a large 
body of water that flows downhill in a very convenient place where it 
can be harnessed. Nature made it that way. 

Mr. Kearine. Of course, there are lots of those places in this coun- 
try, also? 

Mr. Davis. Yes, sir; there may be. 

Mr. Keatine. Did you have any further comment on that state- 
ment? 

Mr. Davis. Could we take it in bits—could I have the statement? 
Would that be possible? I believe 1 have commented on the first 
paragraph. 

The first statement of the second paragraph states: 

With the facilities the Canadian company will probably be able to undersell in 
foreign markets any American aluminum producer, and perhaps even to sell large 
quantities of aluminum in the United States over the existing tariff wall of 3 cents 
per pound. 

Mr. Keating. You are doing that? 

Mr. Davis. Yes, sir. 

Mr. Keatine. That speaks of 1945. You are actually doing that 
today? 

Mr. Davis. Yes, sir. We are selling large quantities of metal here 
and abroad. Our competitive position is favorable. 

Mr. Keatine. You understand, we are not being critical of your 
business acumen in negotiating this Shipshaw agreement. 

I personally feel, from what I have heard, you are being highly com- 
mended for your business acumen in that regard. 

Mr. Davis. No, sir; I am not taking this from that point of view. 

Had our defense officials heeded the warning they received early in 1940 and 
1941 and acted more promptly to enlarge public power and metal production 


facilities in the United States, much more of the needed aluminum could have 
been produced in this country at lower prices than were paid to the Canadian 
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company, and instead of building up a foreign competitor, the facilities would hay, 
been ours for postwar use. 

There, sir, we are not in a position to comment. 

Mr. Keatine. That is, you refrain from commenting on the per- 
spicacity, or otherwise, of the United States defense officials? 

Mr. Davis. I do not think we should comment on that. We are 
not sufficiently familiar with other possible ways in which additiona| 
aluminum could have been made available. 

Mr. Keatina. I can well understand your reluctance to testify. 

The CHAIRMAN. Suppose you proceed with your statement. 

Mr. Davis. Is that sufficient for your purpose? 

Mr. Keatina. Yes. 

Mr. McCuttocu. I would like to ask one more question right here 
Do you know whether or not the officials of the Defense Metals 
Corporation knew of the terms and conditions of your company’s 
arrangements with the United Kingdom? 

Mr. Davis. I donot. Mr. Powell may be able to throw some light 
on that. It was our desire to make a financial arrangement simila: 
to that made with the United Kingdom. 

Mr. McCuttoca. You think now it would have been agreeable 
so far as your company was concerned, to have made the same arrange- 
ments with the Defense Metals Corporation as was made with the 
United Kingdom? 

Mr. Davis. Sir, I do not know; I cannot answer that. As far as 
the financial arrangements were concerned, I believe we were anxious 
to make the same arrangements with the United States authorities as 
we did with the British authorities. 

I cannot comment on this question of first call. However, in look- 
ing to our future, we felt we would be prepared to give, for example 
the United States Government, if it assisted us in putting up ou! 
facilities, a first call on new facilities for a period of time. 

Mr. McCuttocu. It would certainly be your intention, as an official 
of this company, to give like treatment to the United States Govern- 
ment as you would give to the United Kingdom? 

Mr. Davis. Yes, sir. I would not like to leave the impression that 
the United Kingdom deal was more favorable from our point of view 
than the United States deal. They were so different, it is difficult to 
compare them. 

Mr. Keatine. There has been evidence here—I do not know 
whether it is accurate or not, and perhaps you do know something 
about it—that one of the Canadian Ministers was down here trying to 
make a deal to build a plant out in British Columbia. 

Mr. Wiuuts. | think he has a section devoted to that. 

Mr. Keatina. And following that, he went back to Canada, and 
pretty soon the willingness to deliver a certain amount of aluminum to 
this country was withdrawn because they said the United Kingdom 
needed it. Was that your company that did that? 

Mr. Davis. May we come to that? 

Mr. KeatinG. You are going to cover that later? 

Mr. Davis. Yes, sir. Before leaving this section, I might mention 
our expansion program during the wartime period was $250 million, 
to which should be added working capital required to run those facili- 
ties of about $50 million. It would be fair to say that our total expan- 
sion was a $300 million expansion program. 
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Mr. McCut.ocu. Written down, pursuant to authority of the 
Canadian Government, to what? 

Mr. Davis. Some was written down, some was not. On the expan- 
sion undertaken for the British Government, which increased our 
facilities to 435.3 million pounds, we received no special depreciation. 

On our ingot facilities in excess of that, we received full depreciation. 
On the Shipshaw power development, we received depreciation of 
60 percent, as I have tried to explain before. 

Mr. Keating. That is Shipshaw No. 3? 

Mr. Davis. No, sir; Shipshaw No. 2. 

Mr. Keatinea. | thought No. 2 was done with British money? 

Mr. Davis. They were so close-in together, that Shipshaw was 
helped with the British and helped with the United States money. 
Without Shipshaw, the contracts could not have been filled, unless 
we had obtained power from other sources. 

That is the difficulty here, to try to tie Shipshaw to any one con- 
tract. It cannot be done. It had to be built. 

Mr. Keatine. The Shipshaw investment used $300 millon; is 
that it? 

Mr. Davis. No, sir; that is the complete investment. The Ship- 
shaw investment was—I will ask Mr. Powell to correct me later—in 
the nature of $70 million to $75 million. Maybe that figure is high. 
Shipshaw was, therefore, a part of our expansion program. 

Mr. Keatina. You are talking about the Shipshaw No. 2? 

Mr. Davis. Yes, sir; I am talking about Shipshaw No. 2. No. 1 
was started and built in 1931. 

Mr. Wituts. Did you get depreciation allowances for any of the 
money spent elsewhere in addition to the Shipshaw expansion? 

Mr. Davis. What do you mean by “elsewhere’’? 

Mr. Wits. You said you received $50 million from the British, 
and whatever the total cost was because of the pressure, it was 60 
percent more than it normally would have been and, therefore, you 
were accorded a depreciation of 60 percent to X dollars. Was that 
depreciation allowance applicable only to the Shipshaw expansion, or 
your world-wide expansion you were undertaking at the time? 

Mr. Davis. We had other special depreciation allowances. 

Mr. Wixuts. Elsewhere in Canada? 

Mr. Davis. In Canada, too. 

Mr. Wits. Then, actually, however you put the money in your 
till, it is quite likely you got the benefit of a depreciation allowance on 
that $68 million of United States money? 

Mr. Davis. Sir, it is hard to say which was depreciated and which 
was not. The best way I can try to explain it is, in the expansion of our 
facilities from 198.3 million pounds, when we entered the war, up to 
440.8 million pounds, or the exact figure, 435.3 million pounds, we 
received no special depreciation on the ingot side of the expansion up 
to 435.3 million pounds. We did receive special depreciation on the 
Shipshaw power project. We received the 60 percent depreciation. 
That is as well as I can explain it. I hope I have made it clear. 

The average selling price of this metal was 17.6 cents per pound. 

Mr. Keatina. Selling price to the United States? 

Mr. Davis. Yes; to the United States Government. That is on 
the basis of the figures just given. This was cheaper aluminum than 
that obtained from the defense plants built in this country, taking 
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into account the loss sustained on the disposal of Government-built 
plants in this country at a fraction of their construction cost. 

Mr. Keatinc. You mean, if you charge against the cost of the 
aluminum the amount of loss that the Government took here on 
Government-built plants, then this was cheaper aluminum than you 
were selling? 

Mr. Davis. That is exactly it, sir. 

Mr. Kerarina. I would hope so. 

Mr. Davis. Plus one other consideration, that is, bauxite was 
subsidized in this country during the war. 

I have here a statement by Mr. Clayton—lI believe it is also in our 
statement—to the effect that the United States producers received 
their bauxite supplies at less than market price. We did not. We had 
to pay for our own bauxite and ship our own bauxite. 

Mr. Witurs. That 17.6 cents per pound net delivered in the United 
States? 

Mr. Davis. Yes, sir. That was with 1 cent freight paid, which 
would be delivered in the United States. 

Mr. Wituis. What was your price to the British Government? 

Mr. Davis. I was asked to answer that this morning. The British 
Government had a contract, also, with an escalator clause. I have 
checked the figures. The price was greater to the British Government 
than to the United States Government, when converted into United 
States dollars. 

It fluctuated every quarter, according to the escalator provision. 
I only have it broken down into the United States dollars. It was 
greater to them that to the United States, as I say, when expressed in 
United States dollars. 

(The contracts referred to are as follows:) 


ALUMINUM SALES Contract BETWEEN MetTAtS RESERVE COMPANY AND 
ALUMINUM COMPANY OF CANADA, LIMITED 


Dated as of May 2nd, 1941 
(Known as Contract No. 1) 


Contract made as of the 2nd day of May, 1941, between 

Metats Reserve Company (hereinafter called the ‘‘Buyer’’), a corporation 
duly created by Reconstruction Finance Corporation pursuant to Section 5d of 
the Reconstruction Finance Corporation Act, as amended, with its principal office 
at Washington, D. C., and 

ALUMINUM CoMPANY OF CANADA, LimiTep (hereinafter called the ‘“‘Seller’’), a 
corporation duly organized and existing under the Companies Act of the Dominion 
of Canada, with an office at Montreal, P. Q., Canada. 

Witnesseth: 

Whereas, the Buyer was duly organized as an Agency of the Government of the 
United States to assist in the National Defense Program of the latter by acquiring 
and producing aluminum and certain other critical and strategic materials, and 
has been duly authorized to acquire aluminum in accordance with the terms of 
this Contract; and 

Whereas, the Office of Production Management has recommended to the Buyer 
that it acquire approximately 170,000 tons of aluminum from the Seller; and 

Whereas, the Seller is willing to sell such quantity of aluminum to the Buyer 
upon the condition that the Seller receive a substantial down payment to assist it 
in expanding the productive capacity of its plants and facilities and upon the other 
terms and conditions hereinafter set forth; and 

Whereas, the Buyer is willing to purchase such quantity of aluminum from the 
Seller upon the terms and conditions hereinafter set forth for the use of the United 
States Navy or for other purposes which would permit the importation of the alumi- 
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num, duty free, or subject to refund of substantially the entire amount of the duty 
paid thereon, and is willing to make the down payment requested by the Seller 
provided that the Buyer receives a reasonable discount in the purchase price for 
such down payment; and 

Whereas, the President of the United States has approved the purchase by the 
Buyer from the Seller of approximately 170,000 tons of aluminum and the afore- 
said down payment to be made by the Buyer to the Seller; 

Now, therefore, in consideration of the mutual promises and agreements herein 
contained and of other good and valuable considerations, it is hereby covenanted 
and agreed by and between the Buyer and Seller as follows: 

1. Definitions —Wherever used in this Contract 

(a) The term “aluminum’’ means virgin aluminum conforming to the following 
specifications: 

\luminum_ , 99.3 percent minimum. 
Coser... 0.1 percent maximum. 
eo... : 0.5 percent maximum. 
Silicon 0.4 percent maximum. 
Magnesium " 0.03 percent maximum. 
Manganese ; 0.03 percent maximum. 
Zine : : 0.03 percent maximum. 
Other elements each 0.03 percent maximum. 
Other elements total Pie 0.1 percent maximum. 


Che aluminum shall be in ingots of the Seller’s standard form and shape, contain- 
ing approximately 45 pounds each, and shall be of uniform quality and have a 
clean surface, free from dirt, slag, foreign materials or excessive dross. 

(b) The term ‘‘ton’’ means a metric ton equal to 2,204.6 pounds. 

(ce) Amounts of money stated in terms of ‘‘Dollars’’ and ‘“‘Cents’’ are stated in 
terms of lawful money of the United States. 

2. Cuantity.—The Seller hereby agrees to sell and deliver to the Buyer and the 
Buyer hereby agrees to purchase, receive and pay for an aggregate of 170,000 tons 
of aluminum at the prices and times, and upon the terms and conditions herein- 
after set forth. 

3. Schedule of deliveries.—The said 170,000 tons of aluminum shall be delivered 
by the Seller to the Buyer as follows: 

20,000 tons as soon as possible, but not later than May 1, 1942; 

50,000 tons between May 1, 1942, and May 1, 1943, in approximately equal 
monthly quantities; 

65,000 tons between May 1, 1943, and May 1, 1944, in approximately equal 
monthly quantities; and 

35,000 tons between May 1, 1944, and November 1, 1944, in approximately 
equal monthly quantities. 

1. Delivery.—All deliveries hereunder, except as otherwise provided below, 
shall be f. o. b. railroad cars at Arvida, P. Q., or Shawinigan Falls, P. Q., as the 
Seller may elect. Packaging and packing shall be such as to insure acceptance 
by common carrier for safe transportation. The Buyer shall furnish to the 
Seller instructions with respect to the names of consignees of the aluminum so 
to be delivered and, within the limitations of paragraph 3 hereof, the quantities 
and times of deliveries. The Seller shall use its best efforts to arrange for ship- 
ments in accordance with such instructions and to forward bills of lading, in- 
voices, and related documents as directed by the Buyer. Upon request of the 
suyer, or in default of instructions for shipment to consignees as hereinabove 
provided, the Seller shall store in the open at the Seller’s expense and risk (other 
than the risk of any natural deterioration resulting from such storage) until 
November 1, 1944, any aluminum deliverable hereunder, and shall issue and 
deliver to the Buyer a Storage and Ownership Certificate in the form hereto 
annexed as Exhibit A, certifying the quantity and location of the aluminum so 
stored, which shall constitute delivery to the Buyer for the purposes hereof. The 
aluminum so stored shall be released from storage at such times and in such 
quantities as the Buyer shall request, and shall be placed at the Seller’s cost 
f. o. b. railroad cars at Arvida, P. Q., or Shawinigan Falls, P. Q., as the Seller 
may elect, in accordance with the foregoing provisions relating to delivery and 
shipment. 

5. Price-—The base price of the aluminum to be delivered hereunder shall be 
\7¢ per pound. From such base price there shall be deducted .295¢ per pound 
discount for the initial down payment by the Seller in the amount of $25,000,000 
provided for in paragraph 6 hereof, which discount shall be in lieu of all other 
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charges in respect of said down payment. The base price shall be subject 
the following additional adjustments: 

(a) Delivery costs —The costs of transportation of the aluminum, ineluding 
customary insurance, from f. o. b. railroad cars at Arvida, P. Q., or Shawiniga: 
Falls, P. Q., as the case may be, to the destination specified by the Buyer, in its 
sole discretion, shall be for the account of the Seller up to 4¢ per pound of alu 
minum. ‘The Buyer shall maintain records of such costs and the Seller shall! pay 
to the Buyer on January 15, 1942, and monthly thereafter the amount for whi 
the Seller is obligated pursuant to the provisions of this subparagraph (a). Such 
payment shall be made by credit against payments due by the Buyer in respec: 
of the purchase price for deliveries hereunder. If there shall be no such pay 
ments then due by the Buyer, the Seller shall pay the amount for which it 
obligated to the Buyer in cash at New York, New York, or at Washington, D. ( 
as the Buyer may elect. 

(b) Production costs.—If the Seller’s costs in respect of labor employed in the 
production of aluminum in Canada and ocean freight on bauxite from the sources 
of supply to the Seller’s plants in Canada shall increase or decrease, the bas: 
price shall be adjusted as follows: 

Labor.—Price, Waterhouse & Co., of Montreal, P. Q. (hereinafter called the 
“‘Auditors”) shall make an independent determination of the average wage rat: 
per hour paid by the Seller for all labor employed on an hourly basis in the pro- 
duction of aluminum in Canada for the six months period beginning January | 
1941 (hereinafter called the “base period’’), which rate is hereinafter referred to 
as the ‘‘base wage rate.’”” The Auditors shall make a similar determination on a 
comparable basis for the six months period beginning July 1, 1941, and for eac! 
six months period thereafter. Such computation for any such six months period 
is hereinafter referred to as the ‘‘subsequent wage rate.”’ The Auditors shall also 
make an independent determination of the percentage proportion that the cost of 
labor employed on an hourly basis by the Seller in the production of aluminum i: 
Canada bears to the Seller’s total cost of production for the six months period 
beginning July 1, 1941, and for each six months period thereafter. Such percent 
age is hereinafter referred to as the “‘labor percentage.” 

Any inerease or decrease in the subsequent wage rate as compared with the 
base wage rate shall be used to adjust the base price in accordance with the 
following formula: 

If there shall be an increase in the subsequent wage rate, the percentag 
of such increase over the base wage rate shall be multiplied by the labor 
percentage for the six months period for which the subsequent wage rate shal! 
have been determined, and the resulting percentage shall be that by which 
the base price shall be in¢greased. For example, if the subsequent wage rate 
shall increase 10% over the base wage rate and the labor percentage shall | 
20%, the base price of 17¢ per pound shall be increased by 2% thereof, or 
.34¢ per pound. 

Similarly, in the case of a decrease in the subsequent wage rate, the per 
centage of such decrease under the base wage rate shall be multiplied by the 
labor percentage, and the resulting percentage shall be that by which the 
base price shall be decreased. 

The base price as so adjusted shall be applied to all deliveries in the six months 
period next following that for which such adjustment shall have been determined 
For example, the base price of 17¢ per pound shall apply to deliveries prior | 
January 1, 1942. The base price with respect to deliveries in the six months 
period beginning on January 1, 1942, shall be adjusted for the increase or decreas 
in the subsequent wage rate in the six months period immediately prior thereto 
accordance with the formula set forth above. 

Ocean freight—The Auditors shall make an independent determination of t 
Seller’s average cost per ton of ocean freight and insurance on bauxite shipp: 
from British Guiana to the Seller’s plants in Canada for the base period. ‘Th 
said average cost per ton is hereinafter referred to as the ‘‘base ffeight rate.”” Thy 
Auditors shall make a similar determination on a comparable basis for the si\ 
months period beginning July 1, 1941, and for each six months period thereafter 
The average cost per ton for any such six months pericd is hereinafter referred | 
as the “subsequent freight rate.” 

The Auditors shall also make an independent determination of the percentag: 
proportion that said average cost per ton bears to the Seller’s total cost of pr 
duction for the six months period beginning July 1, 1941, and for each six mont! 
period thereafter. 
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Any inerease or decrease in the subsequent freight rate as compared with the 
base freight rate shall be used to adjust the base price in accordance with the 
formula set forth above with respect to the adjustment for labor costs, and the 
base price as so adjusted shall be applied to all deliveries in the next succeeding 
six months period. 

The Auditors shall furnish to the Buyer and the Seller their certificate setting 
forth the net adjustment in the base price after giving effect to the two adjust- 
ments hereinabove described. 

The expense of making the said determinations and of obtaining the Auditors’ 
certificate shall be paid by the Seller. In the event that the Auditors shall be 
unable or unwilling to act, the Buyer and the Seller shall agree upon some other 
mutually satisfactory chartered public accountant. 

6. Payment.—In order to fulfill its obligation hereunder the Seller will be re- 
quired to expand the productive capacity of its reduction plants and its facilities 
for the generation and transmission of power and the production of raw materials 
in Canada and elsewhere. To enable the Seller to undertake such expansion of 
its plants and facilities the Buyer shall, as soon as possible within fifteen days of 
the execution and effective delivery of this Contract, pay to the Seller at Montreal, 
P. Q., the sum of $25,000,000 as a down-payment to be applied on the purchase 
price for the aluminum to be delivered hereunder at the rate of 6.67¢ per pound. 
The Seller may use said down-payment for such purpose or purposes as it may de- 
termine in its sole discretion, and it shall be under no duty whatsoever to account 
to the Buyer for the application of said down-payment except as hereinafter ex- 
pressly provided in this paragraph 6 and in paragraph 10 hereof. The balance of 
the purchase price for the aluminum to be delivered hereunder shall be paid by 
the Buyer to the Seller at Montreal, P. Q., as follows: On the 15th day of each 
month the Buyer shall pay to the Seller the aggregate amount set forth in the 
invoices received from the Seller for the aluminum delivered during the preceding 
month, less the amount of any credits to which the Buyer may be entitled pur- 
suant to the provisions of paragraphs 5 (a) and 7 hereof. Each invoice shall show 
the total weight and the price of the aluminum covered thereby, and shall be ac- 
companied by (i) the Seller’s Certificate of Analysis setting forth the lot numbers, 
cast numbers, number of pieces per cast, and weight and analysis of each cast, and 

ii) copy of bill of lading or original Storage and Ownership Certificate, as the case 
may be; the price shall be computed at the rate of 16.705¢ per pound, as adjusted 
pursuant to paragraph 5 (b) hereof, less the sum of 6.67¢ per pound which shall 
be credited against the down-payment hereinabove referred to, Upon the com- 
pletion of deliveries under this Contract, the balance of said down-payment not 
theretofore so applied shall be applied against the amount due by the Buver in 
respect of the last deliveries made hereunder. The obligations of the Seller to 
deliver and of the Buyer to accept and pay for deliveries hereunder are subject 
to the conditions set forth in paragraph 13 hereof. 

7. Analysis and weight.—The Buyer shall have the right to have the aluminum 
analyzed and weighed by an analyst and weigher satisfactory to the Buver and 
the Seller, in accordance with recognized commercial practice, at the point of 
destination specified by the Buyer, the cost of such analysis and weighing to be 
for the account of the Buyer. In the event that the aluminum does not conform 
to the specifications and requirements set forth in paragraph 1 (a) hereof, the 
Buyer may reject the same, and the Seller shall forthwith deliver to the Buyer an 
equal quentity of aluminum conforming to said specifications and requirements, 
the cost of affecting such substitution at the point of destination to be for the 
account of the Seller. The Buyer shall hold the rejected aluminum for the ac- 
count and risk of the Seller, pending the receipt of instructions from the latter. 
If the Buyer shall elect to have the aluminum weighed, counting and weighing of 
ingots shall be effected upon arrival of the aluminum at the point of destination, 
and the Seller shall not be liable for any shortage in the number of ingots set forth 
in the bill of lading. If the weight so determinéd, after due allowance for any 
shortage in the number of ingots, shall be less than that stated in the Seller’s 
weight certificate by more than one-tenth of one percent, the purchase price value 
of such shortage in weight shall be credited against the payments due by the Buyer 
in respect of the purchase price for deliveries hereunder. 

8. Title. —Title to the aluminum to be delivered hereunder shall pass to the 
Buyer upon the issuance of railroad bill of lading made out in accordance with the 
Buyer’s instrictions covering the aluminum on railroad cars at Arvida, P q). or 
Shawinigan Falls, P. Q. or upon the issuance in favor of the Buyer of the Seller's 
Storage and Ownership Certificate, as the case may be. Said documents shall be 


delivered in accordance with instructions of the Buyer. 
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9. Export and import tares.—United States import tax (duty), if any, on the 
aluminum shall be for the account of the Buyer. Export tax (duty), if any, im- 
posed by the Dominion of Canada or any political subdivision thereof on the 
aluminum shall be for the account of the Seller. 

10. Cancellation —The Buyer may cancel this Contract, effective at any time 
after the delivery and purchase of 20,000 tons of aluminum hereunder, upon 
giving thirty days’ written notice to the Seller. In the event of such cancellation 
the Buyer shall credit as of the effective date of such cancellation against the 
unapplied balance of the $25,000,000 down-payment provided for in paragraph 6 
hereof a sum equal to 5.67¢ per pound of aluminum which shall not have been 
delivered at such date. The Seller shall, within thirty days of the effective date 
of cancellation, pay to the Buyer in cash at New York, New York or Washington, 
D. C., as the Buyer may elect, the unapplied balance of such down-payment after 
giving effect to such credit and to the amounts theretofore credited pursuant to 
the provisions of said paragraph 6. 

In addition to the right to cancel this Contract upon the terms and conditions 
hereinabove set forth, the Buyer may cancel this Contract at any time in the event 
of (a) an adjudication that the Seller is insolvent or bankrupt, the appointment of 
a Receiver for the Seller or its property, or the making by the Seller of an assign- 
ment for the benefit of creditors, (b) the liquidation or dissolution of the Seller, 
whether voluntary or involuntary, or (c) any default by the Seller in the perform- 
ance of any of the terms or conditions of this Contract, except under the conditions 
set forth in paragraph 13 hereof, and the continuance of such default for a period 
of thirty days after the giving of written notice thereof by the Buyer to the Seller 
In any such event, the Seller shall pay to the Buyer within sixty days of the date of 
such cancellation in cash at New York, New York or Washington, D. C., as the 
Buyer may elect, the unapplied balance of the $25,000,000 down-payment. pro- 
vided for in paragraph 6 hereof, after giving effect to the amounts theretofore 
credited pursuant to the provisions of said paragraph 6. 

11. Assignment.—The Seller shall not transfer, assign, pledge or otherwise dis- 
pose of this Contract, or of any interest or right of the Seller herein, without the 
written consent of the Buyer. 

12. Waiver.—The failure of the Buyer or the Seller to insist, in any one or more 
instances, upon the performance of any of the terms or conditions hereof shall not 
be construed as a waiver or relinquishment of the right to insist upon the future 
performance of any such term or condition. 

13. Force majeure.—Neither the Buyer nor the Seller shall be responsible for 
delays, failures or omissions due to any cause or causes beyond its control, how- 
ever arising, and which cannot be overcome by due diligence, including, without 
limiting the generality of the foregoing, the inability of the Seller to obtain steam- 
ers or other vessels of a capacity sufficient to transport the raw materials required 
by the Seller for the production of the aluminum to be delivered hereunder and 
the inability of the Buyer to effect the exportation of the aluminum from Canada 
to the United States. Upon the cessation or rectification of the cause or causes 
delaying performance hereunder, each date specified in this Contract for the 
performance of any of the terms or conditions hereof shall be extended by the 
number of days during which performance was so delayed and, except as so 
amended, this Contract shall be performed in the same manner and to the same 
extent as if performance hereunder had not heen suspended. 

If for any cause beyond its control the Seller shall be unable to produce suffi 
cient aluminum to fulfill all of the contracts theretofore made by the Seller for the 
delivery of aluminum, the Seller shall, in so far as it may be permitted so to do, 
deliver to the Buyer such proportion of its total production as the then monthly 
quantity of aluminum to be delivered hereunder shall bear to the monthly quan 
tity to be delivered under all of the Seller’s contracts. In the event of such partia 
suspension of performance hereunder, each date specified in this Contract shall be 
extended by such period of time as may be necessary to permit the Seller to con 
plete the aggregate deliveries of aluminum to be made hereunder. 

14. Status oy Seller—The Seller hereby warrants and represents that in the 
making of this Contract it is not acting in any manner whatsoever for or on by 
behalf of the government of any state or dominion, or of any political subdivisior 
thereof. 

15. Statutory provisions.—It is not practicable for the Buyer to require pay 
ments hereunder to be used for the purchase of raw or manufactured agricultura 
commodities to be exported from the United States. . 

No member of or delegate to the Congress of the United States shall be admitted 
to any share or part of this Contract, or to any benefit arising therefrom, but this 
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provision shall not be construed to extend to this Contract in so far as it is made 
with a corporation for its general benefit. 

16. Nottce.—Any notice hereunder to the Seller shall be sufficient if given to it 
in writing at 1700 Sun Life Building, Montreal, P. Q., and any notice hereunder 
to the Buyer shall be sufficient if given to it in writing at Lafayette Building, 811 
Vermont Avenue, N. W., Washington, D. C.; or to such other address as either 
party may hereafter specify to the other in writing. 

In witness whereof, Metats Reserve Company has caused this Contract to 
be executed in its corporate name by its officers thereunto duly authorized and 
its corporate seal to be hereunto affixed at Washington, D. C., and ALUMINUM 
ComMPANY OF CANADA, LimITED, has caused this Contract to be executed in its 
corporate name, by its officers thereunto duly authorized and its corporate seal 
to be hereunto affixed at Montreal, P. Q., all as of the day and year first above 
written. 

Merats RESERVE COMPANY, 
By Cuartes B. HENDERSON, President. 
Attest: 
G. R. Cooksey, Secretary. 
ALUMINUM COMPANY OF CANADA, LIMITED, 
By R. E. Powe t, President. 


H. R. Wake, Secretary 
Exuipitr A 


STORAGE AND OWNERSHIP CERTIFICATE OF ALUMINUM COMPANY OF CANADA, 
LIMITED 


Certificate No. 
Place) (Date 
The undersigned Company hereby certifies that it has received and holds in 


storage at __ see 
(Describe location of storage 


for Metals Reserve Company, Washington, D. C., pounds 
of virgin Aluminum Ingot of 99.3% guaranteed minimum purity, conforming to 
the specifications and requirements of the Contract made as of May 2, 1941 
between Aluminum Company of Canada, Limited and Metals Reserve Company, 
and described as follows: 


Lot Nos. Pieces ong pounds 


and that said aluminum is owned by Metals Reserve Company and will be stored 
and shipped in accordance with the aforesaid Contract. 
ALUMINUM CoMPANY OF CANADA, LIMITED, 


Authorized Officer. 


ALUMINUM SALES CONTRACT BETWEEN METALS RESERVE COMPANY AND ALUMINUM 
ComMPANY OF CANADA, LIMITED AND Export-Import BANK OF WASHINGTON 


Dated: as of July 15th, 1941 
(Known as Contract No. 2) 


Contract made as of the 15th day of July 1941, between 

Metrats Reserve Company (hereinafter called the ‘‘Buyer’’), a corporation 
duly created by Reconstruction Finance Corporation pursuant to Section 5d of 
the Reconstruction Finance Corporation Act, as amended, with its principal 
office at Washington, D. C., 

\Luminum Company or Canapba, Limrrep (hereinafter called the ‘‘Seller’’), ¢ 
corporation duly organized and existing under The Companies’ Act of the Domin- 
ion of Canada, with an office at Montreal, P. Q., Canada, and 

Export-Import BANK OF WASHINGTON (hereinafter called the ‘“Bank’’), an 
agency of the Government of the United States, with its principal office at 
Washington, D. C. 
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Witnesseth: 

Whereas, the Buyer was duly organized as an Agency of the Government of 
the United States to assist in the National Defense Program of the latter hy 
acquiring and producing aluminum and certain other critical and strategic ma- 
terials, and has been duly authorized to acquire aluminum in accordance with 
the terms of this Contract; and 

Whereas, the Office of Production Management has recommended to the Buyer 
that it acquire approximately 170,000 tons of aluminum from the Seller in addi- 
tion to that heretofore purchased by the Buyer from the Seller; and 

Whereas, the Buyer is willing to purchase such quantity of aluminum from 
the Seller upon the terms and conditions hereinafter set forth for the use of the 
United States Navy or for other purposes which would permit the importation 
of the aluminum, duty free, or subject to refund of substantially the entire amount 
of the duty paid thereon; and 

Whereas the Seller is willing to sell such quantity of aluminum to the Buyer 
upon the condition that the Seller shall obtain a loan to enable it to expand the 
productive capacity of its plants and facilities and upon the other terms and 
conditions hereinafter set forth; and 

Whereas the Buyer and the Seller have requested the Bank to make a loan to 
the Seller in an amount not exceeding $25,000,000 for the purpose of enabling the 
Seller to expand the productive capacity of its plants and facilities; and 

Whereas the making of such loan will increase exports and imports and facilitate 
the exchange of commodities between the United States and Canada; 

Now, therefore, in consideration of the mutual promises and agreements herein 
contained and of other good and valuable considerations, it is hereby covenanted 
and agreed by and between the parties hereto as follows: 

1. Definitions.—Wherever used in this Contract— 

(a) The term “aluminum” means virgin aluminum conforming to the following 
specifications: 

Aluminum... ........ 99. 3 percent minimum. 
Copper__--- b 0. 1 percent maximum. 
Premeey bu . 5 pereent maximum. 
Silicon _ A . 4 percent maximum. 
Magnesium. . 03 percent maximum. 
Manganese _ _- : . 03 percent maximum. 
Zine _ _ - 0. 03 percent maximum. 
Other elements each _ - - 0. 03 percent maximum. 
Other elements total. 0. 1 percent maximum, 


The aluminum shall be in ingots of the Seller’s standard form and shape, con- 
taining approximately 45 pounds each, and shall be of uniform quality and have 
a clean surface, free from dirt, slag, foreign materials or excessive dross. 

(b) The term “‘ton’’ means a metric ton equal to 2,204.6 pounds. 

(c) Amounts of money stated in terms of ‘‘Dollars’”’ and ‘“‘Cents’’ are stated in 
terms of lawful money of the United States. 

2. Quantity.—The Seller hereby agrees to sell and deliver to the Buyer and the 
3uver hereby agrees to purchase, receive and pay for an aggregate of 170,000 
tons of aluminum at the prices and times, and upon the terms and conditions 
hereinafter set forth. 

3. Schedule of deliveries—The Seller will deliver said 170,000 tons of aluminum 
as soon as possible and not later than December 31, 1944, subject to the terms of 
paragraph 14 hereof. The Seller estimates that deliveries can be made to the 
Buyer as follows: 

Not less than 23,000 nor more than 43,000 tons in the calendar year 1942 

Not less than 50,000 nor more than 60,000 tons in the calendar year 1943; and 

The undelivered balance in the calendar year 1944. 
All deliveries of aluminum up to 20,000 tons made by the Seller to the Buyer 
prior to May 1, 1942, shall be deemed to have been made under the contract, 
dated as of May 2, 1941, between the Buyer and the Seller. Deliveries in eac! 
month after May 1, 1942, shall be deemed to have been made under said contract 
up to the amount specified therein for delivery in such month (including any 
amount specified for delivery prior thereto and not so delivered). 

4. Delivery.—All deliveries hereunder, except as otherwise provided below, 
shall be f. 0. b. railroad cars at Arvida, P. Q., or Shawinigan Falls, P. Q., as the 
Seller may elect. Packaging and packing shall be such as to insure acceptance |) 
common carrier for safe transportation. The Seller shall advise the Buyer week!) 
of the quantity of aluminum available for delivery hereunder, and the Buyer sha 
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furnish to the Seller instructions with respect to the names of consignees of the 
aluminum so to be delivered and the quantities and times of deliveries. The 
Seller shall use its best efforts to arrange for shipments in accordance with such 
instructions and to forward bills of lading, invoices and related documents as 
directed by the Buyer. Upon request of the Buyer, or in default of instructions 
for shipment to consignees as hereinabove provided, the Seller shall store in the 
open at the Seller’s expense and risk (other than the risk of any natural deterio- 
ration resulting from such storage) any aluminum deliverable hereunder, and shall 
issue and deliver to the Buyer a Storage and Ownership Certificate in the form 
hereto annexed as Exhibit A certifying the quantity and location of the aluminum 
so stored, which shall constitute delivery to the Buyer for the purposes hereof. 
The aluminum so stored shall be released from storage at such times and in such 
quantities as the Buyer shall request, but not later than six months after the com- 
pletion of deliveries hereunder, and shall be placed at the Seller’s cost f. 0. b. 
railroad cars at Arvida, P. Q., or Shawinigan Falls, P. Q., as the Seller may elect 
in accordance with the forezoing provisions relating to delivery and shipment. 

5. Price-—The base price of the aluminum to be delivered hereunder shall be 
17¢c per pound and shall be subject to the following adjustments: 

a) Transportation costs.—The costs of transportation of the aluminum, 
including customary insurance, from f. 0. b. railroad cars at Arvida, P. Q., or 
Shawinigan Falls, P. Q., as the case may be, to the destination specified by the 
Buyer, in its sole discretion, shall be for the account of the Seller up to ‘sc per 
pound of aluminum. The Buyer shall maintain records of such costs and the 
Seller shall pay to the Buyer on the 15th day of each month the amount for which 
the Seller is obligated pursuant to the provisions of this subparagraph (a). Such 
payment shall be made by credit against payments due by the Buyer in respect of 
the purchase price for deliveries hereunder. If there shall be no such payments 
then due by the Buyer, the Seller shall pay the amount for which it is obligated 
to the Buyer in cash at New York, New York, or at Washington, D. C., as the 
Buyer may elect. 

(b) Production costs——If the Seller’s costs in respect of labor employed in the 
production of aluminum in Canada and ocean freight on bauxite from the sources 
of supply to the Seller’s plants in Canada shall increase or decrease, the base price 
shall be adjusted as follows: 

Labor.—Price, Waterhouse & Co., of Montreal, P. Q. (hereinafter called the 
‘Auditors’’) shall make an independent determination of the average wage rate 
per hour paid by the Seller for all labor employed on an hourly basis in the produc- 
tion of aluminum in Canada for the six months’ period beginning January 1, 1941 
hereinafter called the ‘base period’’), which rate is hereinafter referred to as the 
‘base wage rate.’’ The Auditors shall make a similar determination on a com- 
parable basis for the six months’ period beginning July 1, 1941, and for each six 
months’ period thereafter. Such computation for any such six months’ period is 
hereinafter referred to as the ‘‘subsequent wage rate.’’ The Auditors shall also 
make an independent determination of the percentage proportion that the cost of 
abor employed on an hourly basis by the Seller in the production of aluminum in 
Canada bears to the Seller’s total cost of production for the six months’ period 
beginning July 1, 1941, and for each six months’ period thereafter. Such percent- 
age is hereinafter referred to as the “labor percentage.” 

(ny increase or decrease in the subsequent wage rate as compared with the base 
wage rate shall be used to adjust the base price in accordance with the following 
formula: 

If there shall be an increase in the subsequent wage rate, the percentage of 
such increase over the base wage rate shall be multiplied by the labor per- 
centage for the six months’ period for which the subsequent wage rate shall 
have been determined, and the resulting percentage shall be that by which 
the base price shall be increased. For example, if the subsequent wage rate 
shall increase 10% over the base wage rate and the labor percentage shall 
be 20%, the base price of 17¢ per pound shall be increased by 2% thereof, or 
.34¢ per pound. 

Similarly, in the case of a decrease in the subsequent wage rate, the per- 
centage of such decrease under the base wage rate shall be multiplied by the 
labor percentage, and the resulting percentage shall be that by which the 
base price shall be decreased. 

The base price as so adjusted shall be applied to all deliveries in the six months’ 
eriod next following that for which such adjustment shall have been determined. 
For example, the base price with respect to deliveries in the six months’ period 

inning on January 1, 1942, shall be adjusted for the increase or decrease in the 
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subsequent wage rate in the six months’ period immediately prior thereto in ac- 
cordance with the formula set forth above. 

Ocean freight. The Auditors shall make an independent determination of the 
Seller's average cost per ton of ocean freight and insurance on bauxite shipped 
from British Guiana to the Seller’s plants in Canada for the base period. The said 
average cost per ton is hereinafter referred to as the ‘“‘base freight rate’. The 
Auditors shall make a similar determination on a comparable basis for the six 
months’ period beginning July 1, 1941, and for each six months’ period thereafter 
The average cost per ton for any such six months’ period is hereinafter referred 
to as the “subsequent freight rate’. 

The Auditors shall also make an independent determination of the percentage 
proportion that said average cost per ton bears to the Seller’s total cost of produc- 
tion for the six months’ period beginning July 1, 1941, and for each six months’ 
period thereafter. 

Any increase or decrease in the subsequent freight rate as compared with the 
base freight rate shall be used to adjust the base price in accordance with the 
formula set forth above with respect to the adjustment for labor costs, and the 
base price as so adjusted shall be applied to all deliveries in the next succeeding 
six months’ period. 

The Auditors shall furnish to the Buyer and the Seller their certificate setting 
forth the net adjustment in the base price after giving effect to the two adjust- 
ments hereinabove described. 

The expense of making the said determinations and of obtaining the Auditors 
certificate shall be paid by the Seller. In the event that the Auditors shall be 
unable or unwilling to act, the Buyer and the Seller shall agree upon some other 
mutually satisfactory chartered public accountant. 

6. Payment.—The purchase price for the aluminum to be delivered hereunder 
shall be paid by the Buyer to the Seller at Montreal, P. Q., as follows: On the 
15th day of each month the Buyer shall pay to the Seller the aggregate amount set 
forth in the invoices received from the Seller for the aluminum delivered hereunder 
during the preceding month, less (i) the amount of any credits to which the Buyer 
may be entitled pursuant to the provisions of paragraphs 5 (a) and 8 hereof, and 
(ii) the amount of any payment concurrently made by the Buyer to the Bank for 
the account of the Seller pursuant to the provisions of paragraph 7 hereof. Each 
invoice shall show the total weight and the price of the aluminum covered thereby, 
and shall be accompanied by (i) the Seller’s Certificate of Analysis setting forth 
the lot numbers, cast numbers, number of pieces per cast and weight and analysis 
of each cast, and (ii) copy of bill of lading or original Storage and Ownership 
Certificate, as the case may be. The price shall be computed at the rate of 17¢ per 
pound, as adjusted pursuant to the provisions of paragraph 5 (b) hereof. The 
obligations of the Seller to deliver and of the Buyer to accept and pay for deliveries 
hereunder are subject to the conditions set forth in paragraph 14 hereof. 

7. Loan to seller—The Bank will make a loan to the Seller upon the terms and 
conditions hereinafter set forth. 

(a) The Bank will, upon the request of the Seller, lend to the Seller on or before 
July 15, 1942, the aggregate sum of $25,000,000 to be evidenced by a note or notes 
of the Seller in substantially the form hereto annexed as Exhibit B. The said loan 
shall be made in one sum or, at the option of the Seller, from time to time in install- 
ments which shall in each case be in amounts of $1,000,000 or a multiple thereof 
The expressed maturity date of the loan shall be January 15, 1946, but such date 
may be extended as hereinafter provided in paragraph 14 hereof. The loan may 
be prepaid in whole or in part at any time and from time to time and shall be pre- 
paid to the extent and at the times provided for in subparagraph (b) hereof. Th 
loan shall bear interest at the rate of 3% per annum on the balance thereof from 
time to time remaining unpaid, payable on the 15th day of January in each year 
as hereinafter provided in subparagraph (c) hereof. 

(b) On the 15th day of the month next following the first month in whic! 
deliveries shall be made hereunder and on the 15th day of each month thereafter 
until the principal of the loan shall have been paid in full and the Bank shall have 
so advised the Buyer, the Buyer shall deliver to the Bank a certificate setting 
forth the amount, if any, of the deliveries hereunder during the preceding month 
and shall pay to the Bank for the account of the Seller a sum equal to 6.67¢ per 
pound of aluminum so delivered. The Bank shall apply such payments in reduec- 
tion of the principal of the loan. Upon the completion of deliveries hereunder, 
the Buyer shall pay to the Bank for the account of the Seller, from the amount 
due by the Buyer in respect of the last deliveries made hereunder, the balance, if 
any, of the loan then remaining unpaid. 
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(c) The Seller shall pay to the Bank on January 15, 1942, the interest on the 
joan accrued and unpaid to such date. On the 15th day of each January there- 
after until the principal of and interest on the loan shall have been paid in full 
and the Bank shall have so advised the Buyer, the Buyer shall, in addition to any 
payment made pursuant to the provisions of subparagraph (b) hereof, pay to the 
Bank for the account of the Seller the interest on the loan accrued and unpaid to 
such data. The Buyer shall in no event be required to make any such payment 
except to the extent that the amount then due by the Buyer to the Seller in respect 
of deliveries hereunder, after giving effect to the payment concurrently made by 
the Buyer to the Bank for the account of the Seller pursuant to the provisions 
of subparagraph (b) hereof, shall be sufficient for such purpose. If on any interest 
payment date the amount so due by the Buyer to the Seller shall be insufficient 
to pay the whole of the interest then accrued and unpaid, the balance thereof 
shall be paid to the Bank on or before the 15th day of the following April either 
i) by the Buyer for the account of the Seller to the extent that the amount or 
amounts due in respect of deliveries hereunder shall be available for such purpose, 
or (ii) by the Seller. No interest shall be payable in respect of any installment 
of interest which shall be paid on or before the 15th day of April next following 
the interest payment date. Upon the completion of deliveries hereunder, the 
Buyer shall pay to the Bank for the account of the Seller, from the amount due 
by the Buyer in respect of the last deliveries made hereunder, the balance, if any, 
of the interest on the loan then accrued and unpaid. 

(d) In the event that the Buyer shall fail or refuse, except under the conditions 
set forth in paragraph 14 hereof, to make any payment or payments demanded 
by the Seller in respect of the purchase price of aluminum delivered hereunder 
within sixty days after the Seller shall have made written demand therefor and 
such failure or refusal shall thereafter be finally adjudged by a court of competent 
jurisdiction to have constituted a default hereunder, the Buyer shall, unless such 
default shall have been cured prior to thirty days after such adjudication, pay to 
the Bank for the account of the Seller the balance of the loan then remaining 
unpaid together with interest thereon accrued to the date of payment. 

(e) If and to the extent that the Buyer shall become obligated hereunder to 
make any payment to the Bank for the account of the Seller in respect of the 
principal of or interest on the loan, the obligation of the Seller in respect of the 
loan and the note or notes evidencing the same shall be reduced by the amount 
of the payment or payments for which the Buyer shall become so obligated, 
whether or not such payment or payments shall be made, and the Bank shal! look 
solely to the Buyer for such payment or payments; provided, however, that in the 
event the obligation of the Buyer to make payment to the Bank results from the 
exercise of Buyer’s right of cancellation as provided in paragraph 11 hereof or 
from Buyer’s failure to cure any adjudicated default as provided in paragraph 
7 (d) hereof, the obligation of the Seller to the Bank in respect to the loan and the 
note or notes evidencing the same shall continue unless and until the Bank shall 
have received from the Seller notice in writing of such cancellation or failure by 
the Buyer. 

8. Analysis and weight.—The Buyer shall have the right to have the aluminum 
analyzed and weighed by an analyst and weigher satisfactory to the Buyer and 
the Seller, in accordance with recognized commercial practice, at the point of 
destination specified by the Buyer, the cost of such analysis and weighing to be 
for the account of the Buyer. In the event that the aluminum does not conform 
to the specifications and requirements set forth in paragraph 1 (a) hereof, the 
Buyer may reject the same, and the Seller shall forthwith deliver to the Buyer 
an equal quantity of aluminum conforming to said specifications and requirements, 
the cost of effecting such substitution at the point of destination to be for the 
account of the Seller. The Buyer shall hold the rejected aluminum for the account 
and risk of the Seller, pending the receipt of instructions from the latter. If the 
Buyer shall elect to have the aluminum weighed, counting and weighing of ingots 
shall be effected upon arrival of the aluminum at the point of destination, and the 
Seller shall not be liable for any shortage in the number of ingots set forth in the 
bill of lading. If the weight so determined. after due allowance for any shortage 
in the number of ingots, shall be less than that stated in the Seller’s weight 
‘ertificate by more than one-tenth of one percent, the purchase price value of such 
shortage in weight shall be credited against the payments due by the Buyer in 
respect of the purchase price for deliveries hereunder. 

%. Title—Title to the aluminum to be delivered hereunder shal! pass to the 
Buyer upon the issuance of railroad bill of lading made out in accordance with 
the Buyer’s instructions covering the aluminum on railroad cars at Arvida, P. Q., 
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or Shawiningan Falls, P. Q., or upon the issuance in favor of the Buver of the 
Seller’s Storage and Ownership Certificate, as the case may be. Said documents 
shall be delivered in accordance with instructions of the Buyer. 

10. Export and import taxes.—United States import tax (duty), if any, on the 
aluminum shall be for the account of the Buyer. Bxport tax (duty), if any, im- 
posed by the Dominion of Canada or any political subdivision thereof on the 
aluminum shall be for the account of the Seller. 

11. Cancellation.—The Buyer may cancel this Contract, effective at any time 
regardless of Buyer’s default hereunder, on or after the delivery and purchase of 
40,000 tons of aluminum hereunder or January 1, 1943, whichever shall be the 
earlier, upon giving thirty days’ written notice to the Seller. In the event of 
such cancellation the Buyer shall pay to the Bank for the account of the Seller 
a sum equal to 5.67¢ per pound of aluminum which shall not have been delivered 
at the effective date of cancellation, and the Bank shall apply such payment in 
reduction of the principal of the loan. 

In addition to the right to cancel this Contract upon the terms and conditions 
hereinabove set forth, the Buyer may cancel this Contract at any time in the 
event of (a) an adjudication that the Seller is involvent or bankrupt, the appoint- 
ment of a Receiver for the Seller or its property, or the making by the Seller of 
an assignment for the benefit of creditors, (b) the liquidation or dissolution of the 
Seller, whether voluntary or involuntary, or (c) any default by the Seller in the 
performance of any of the terms or conditions of this Contract, except under the 
conditions set forth in paragraph 14 hereof, and the continuance of such default 
for a period of thirty days after the giving of written notice thereof by the Buyer 
to the Seller. In any such event, the loan and the note or notes evidencing the 
same shall become due and payable on the date of such cancellation. 

12. Assignment.—The Seller shall not transfer, assign, pledge, or otherwise 
dispose of this Contract, or of any interest or right of the Seller herein, without 
the written consent of the Buyer and the Bank. 

13. Waiver—The failure of any of the parties hereto to insist, in any one or 
more instances, upon the performance of any of the terms or conditions hereof 
shall not be construed as a waiver or relinquishment of the right to insist upon 
the future performance of any such term or condition. 

14. Force Majeure.—Neither the Buyer nor the Seller shall be responsible for 
delays, failures, or omissions due to any cause or causes beyond its control, how- 
ever arising, and which cannot be overcome by due diligence, including, without 
limiting the generality of the foregoing, the inability of the Seller to obtain 
steamers or other vessels of a capacity sufficient to transport the raw materials 
required by the Seller for the production of the aluminum to be delivered here- 
under and the inability of the Buyer to effect the exportation of the aluminum 
from Canada to the United States. Upon the cessation or rectification of the 
cause or causes delaying performance hereunder, each date specified in this Con- 
tract for the performance of any of the terms or conditions hereof, other than the 
payment of the principal of the loan at the expressed maturity date thereof, shall 
be extended by the number of days during which performance was so delayed 
and, except as so amended, this Contract shall be performed in the same manner 
and to the same extent as if performance hereunder had not been suspended. 

lf, for any cause hereinabove mentioned, the date for the completion of deliv- 
eries hereunder shall be extended beyond December 31, 1945, the expressed matu- 
rity date of the loan and of the note or notes evidencing the same shall be extended 
to July 15, 1946, and shall be similarly extended for periods of six months eac! 
whenever and as often as the date for the completion of deliveries hereunder shal! 
be less than fifteen days prior to the then expressed maturity date of the loan 
provided, however, that in no event shall the expressed maturity date of the loan 
be extended bevond Julv 15, 1951. 

15. Status of seller—The Seller hereby warrants and represents that in th 
making of this Contract it is not acting in any manner whatsoever for or on behal! 
of the government of any state or dominion, or of any political subdivision thereof! 

16. Statutory provision —No member of or delegate to the Congress of th 
United States shall be admitted to any share or part of this Contract, or to an) 
benefit arising therefrom, but this provision shall not be construed to extend to 
this Contract insofar as it is made with a corporation for its general benefit. 

17. Notice.—Any notice hereunder shall be sufficient if given in writing to the 
Seller at 1700 Sun Life Building, Montreal, P. Q., and to the Buyer or the Bank 
at Lafayette Building, 811 Vermont Avenue NW., Washington, D. C.; or t 
such other address as any of the parties may hereafter specify to the others i 
writing. 
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In witness whereof, Merats Reserve Company and Export-Import Banx 
or WASHINGTON have caused this Contract to be executed in their corporate 
names by their respective officers thereunto duly authorized and their corporate 
seals to be hereunto affixed at Washington, D. C., and ALuminum CoMmPaNy 
or Canapba, Limirep, has caused this Contract to be executed in its corporate 
name by its officers thereunto duly authorized and its corporate seal to be hereunto 
affixed at Montreal, P. Q., all as of the day and year first above written. 

Metats Reserve Company, 
By G. TempLe Brineman, Vice President. 

Attest: 

M. C., MULLIGAN, Assistant Secretary. 
ALUMINUM CoMPANY OF CaNnaba, LIMITED, 
By R. E. Powe .., President. 


H. R. Wake, Secretary. 
Export-IMport Bank OF WASHINGTON, 
By WarREN LEE Pierson, President. 
Attest: 
HAWTHORNE Arey, Secretary. 
Exuisit A 


SroRAGE AND OWNERSHIP CERTIFICATE OF ALUMINUM COMPANY OF CANADA, 
LIMITED 


Certificate No. 


(Place) (Date) 


The undersigned Company hereby certifies that it has received and holds in 
storage at ; ime bap aaa ‘ 
(Describe location of storage) 


for Metals Reserve Company, Washington, D. C., _ pounds of 
virgin Aluminum Ingot of 99.3% guaranteed minimum purity, conforming to the 
specifications and requirements of the Contract, dated as of July 15, 1941, between 
Aluminum Company of Canada, Limited, Metals Reserve Company, and Export- 
Import Bank of Washington, and described as follows: 


oo ee ea 


and that said aluminum is owned by Metals Reserve Company and will be stored 
and shipped in accordance with the aforesaid Contract. 


ALUMINUM CoMPANY OF CANADA, LIMITED, 


Authorized Officer. 
Exuisit B 


$ No. , Montreal, P. Q., , 194 

For value received, the undersigned promises to pay to Export-Import Bank 
or WASHINGTON (hereinafter called the ‘“Bank’’), at its office in the City of 
Washington, District of Columbia, on the 15th day of January 1946, the sum of 

Million Dollars ($ ) in lawful money of the United States, 
with interest on said principal sum, or the balance thereof from time to time 
remaining unpaid, at the rate of three per cent (3%) per annum, payable on the 
15th day of January in each year. 

This is one of a series of notes issued under and pursuant to a contract, dated 
as of July 15, 1941, between the undersigned, the Bank of Metals Reserve Com- 
pany, and is in all respects subject to and governed by the terms of said con- 
tract, which is hereby ineorporated herein by reference with the same force and 
effect as if herein set forth at length. Said contract provides, among other 
things, that (i) the maturity hereof may be extended if for any cause beyond the 
control of the undersigned performance under said contract shall be delayed be- 
yond December 31, 1945, (ii) this note may be prepaid in whole or in part at any 
time and from time to time, and shall be prepaid to the extent and at the times 
that funds shall be owing to the undersigned by said Metals Reserve Company 
and available for such purpose, (iii) the payment of interest hereon may be de- 
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ferred until the 15th day of April next following any interest payment date if the 
amount owing by said Metals Reserve Company to the undersigned on such date 
and available for the payment of interest hereon shall be insufficient for such 
purpose; and {iv) if and to the extent that said Metals Reserve Company be- 
comes obligated under said contract to make any payment to the Bank for the 
account of the undersigned in respect of the principal hereof or interest hereon 
the obligation of the undersigned shall be reduced by the amount of the payment 
or payments for which said Metals Reserve Company shall become so obligated, 
whether or not such payment or payments shall be made, and, subject to the 
provisions of said contract, the Bank shall look solely to said Metals Reserve 
Company for such payment or payments. 

In case certain events specified in the said contract, or any of such events, shal! 
occur, the principal of this note shall become due and payable as therein specified 
without presentation, demand, protest, or notice of any kind, all of which ar 
hereby expressly waived. 
ALUMINUM COMPANY OF CANADA, LIMITED, 


Payments have been made on account of the principal of the within note as follows 


Amount Date Authorized Officer 


ALUMINUM SALes Contract BETWEEN Merats RESERVE COMPANY AND ALU- 
MINUM COMPANY OF CANADA, LIMITED AND Export-Import BANK oF Wasn- 
INGTON 

Dated: as of March 6th, 1942 


(Known as Contract No. 3) 
AS AMENDED BY 


(a) Supplemental agreement between the parties, dated April 18th, 1944; 

(b) Letter from Metals Reserve Company to Aluminum Company of Canada, 
Limited, dated August 9th, 1944; and 

(c) Letter from Metals Reserve Company to Aluminum Company of Canada, 
Limited, dated January 20th, 1945. 

Contract made as of the 6th day of March, 1942, between 

MeEtTats RESERVE Company (hereinafter called the ‘‘Buyer’’), a corporation 
duly created by Reconstruction Finance Corporation pursuant to Section 5d of 
the Reconstruction Finance Corporation Act, as amended, with its principal 
office at Washington, D. C., 

ALUMINUM COMPANY OF CaANaDA, Limrrep (hereinafter called the ‘Seller’ 
a corporation duly organized and existing under The Companies’ Act of the 
Dominion of Canada, with an office at Montreal, P. Q., Canada, and 

Export-Import BANK oF WASHINGTON (hereinafter called the “‘Bank’’), an 
Ageney of the Government of the United States, with its principal office at 
Washington, D. C. 

Witnesseth: 

Whereas, the Buyer was duly organized as an Agency of the Government of 
the United States to assist in the national defense program of the latter by 
acquiring and producing aluminum and certain other critical and strategic 
materials, and has been duly authorized to acquire aluminum in accordance with 
the terms of this Contract; and 

Whereas, the Buyer and the Seller entered into a contract dated as of May 2, 
1941 (hereinafter sometimes referred to as ‘‘Contract No. 1’’) providing for the 
purchase of 170,000 matric tons of aluminum by the Buyer from the Seller, and 
the parties hereto entered into a contract dated as of July 15, 1941 (hereinafter 
sometimes referred to as ‘‘Contract No. 2’) providing for the purchase of an 
additional 170,000 metric tons of aluminum by the Buyer from the Seller; and 

Whereas, the Buyer desires to cancel Contract Ne. 1 and Contract No. 2 (here 
inafter sometimes collectively referred to as the “Earlier Contracts’’) and to 
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purchase 1,000,000,000 pounds (approximately 453,597 metric tons) of aluminum 
from the Seller, of which 800,000,000 pounds are intended for use or consumption 
in the United States and 200,000,000 pounds are intended for delivery to the 
governments of countries other than the United States pursuant to the provisions 
of An Act to Promote the Defense of the United States, all upon the terms and 
conditions hereinafter set forth; and 

Whereas, the Seller has consented to cancel the Earlier Contracts in view of 
changed conditions in the United States market and the undertaking of the 
Buyer to purchase an additional quantity of aluminum; and is willing to sell the 
above-mentioned quantity of aluminum to the Buyer upon the condition that the 
Seller shall receive a down-payment of $50,000,000 under this Contract and shall 
have the right to obtain a line of credit not exceeding $25,000,000 to enable the 
Seller to expand the productive capacity of iis plants and facilities, and upon the 
other terms and conditions hereinafter set forth; and 

Whereas, the Bank is willing to cancel Contract No. 2 upon the condition that 
the Seller shall repay the loan of $25,000,000 made by the Bank to the Seller 
under said contract and is willing to extend a line of credit to the Seller as here- 
inafter provided; and 

Whereas, the extending of such line of credit will increase exports and imports 
and facilitate the exchange of commodities between the United States and Canada; 

Now, therefore, in consideration of the mutual promises and agreements herein 
contained and of other good and valuable considerations, it is hereby covenanted 
and agreed by and between the parties hereto as follows: 

1. Definitions.—Wherever used in this Contract— 

(a) The term “aluminum” means virgin aluminum conforming to the following 
specifications: 
Aluminum 99.3 percent minimum. 
Copper-- . 0.1 percent maximum. 
Jron ible , . 0.5 percent maximum. 
Silicon _ __ 0.4 percent maximum. 
Magnesium - - 0.03 percent maximum. 
Manganese 0.03 percent maximum. 
Zine 0.03 percent maximum. 
Other elements each i . 0.03 percent maximum. 
Other elements total _ _- 0.1 percent maximum. 


The aluminum shall be in ingots of the Seller’s standard form and shape, con- 
taining approximately 45 pounds each, and shall be of uniform quality and have 
a clean surface, free from dirt, slag, foreign materials, or excessive dross. 

(b) The term ‘‘contract period” means the period ending December 31, 1944, 
or such later date as may be fixed pursuant to the provisions of paragraph 17 
hereof, 

c) Amounts of money stated in terms of ‘Dollars’ 
terms of lawful money of the United States. 

2. Quantity.—The Seller hereby agrees to sell and deliver to the Buver, and the 
Buyer hereby agrees to purchase, receive and pay for an aggregate of 1,000,090,000 
pounds of aluminum at the prices and times, and upon the terms and conditions 
hereinafter set forth. 

3. Schedule of deliveries —The Seller shall deliver said quantity of aluminum 
within the contract period. Nothing herein contained shall relieve the Seller of 
its obligation, subject to the provisions of paragraph 17 hereof, to make deliveries 
in accordance with the provisions of Contract No. 1 as follows: 

20,000 metric tons on or before May 1, 1942; 

50,000 metric tons between May 1, 1942, and May 1, 1943, in approximately 
equal monthly quantities; 

65,000 metric tons between May 1, 1943, and May 1, 1944, in approximately 
equal monthly quantities; and 

35,000 metric tons between May 1, 1944, and November 1, 1944, in approxi- 
mately equal monthly quantities; 

or shall anything herein contained be deemed to affect the estimate made by the 


’ 


and “‘cents” are stated in 


Seller in Contract No. 2 that deliveries thereunder would be made as follows: 


Not less than 23,000 metric tons in the calendar vear 1942; 
Not less than 50,000 metric tons in the calendar year 1943; and 
The undelivered balance in the calendar year 1944. 
The Seller will, from time to time, and as often as the Buyer may reasonably 


request, furnish to the Buyer a further estimate of when deliveries will be made 


reunder during the contract period. 
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4. Delivery.—All deliveries hereunder, except as otherwise provided below, shal! 
be f. o. b. railroad cars at such of the Seller’s plants in Canada as the Seller may 
elect. Packaging and packing shall be such as to insure acceptance by common 
carrier for safe transportation. The Seller shall advise the Buyer from time to time 
and as often as the Buyer may reasonably request, of the quantity of aluminum 
available for delivery hereunder, and the Buyer shall furnish to the Seller instruc- 
tions with respect to the names of consignees of the aluminum so to be delivered 
and the quantities and times of deliveries. The Seller shall use its best efforts to 
arrange for shipments in accordance with such instructions and to forward bills 
of lading, invoices, and related documents as directed by the Buyer. Upon 
request of the Buyer, or in default of instructions for shipment to consignees as 
hereinabove provided, the Seller shall store in the open at the Seller’s expense 
and risk (other than the risk of any natural deterioration resulting from such 
storage) any aluminum deliverable hereunder, and shall issue and deliver to the 
Buyer a Storage and Ownership Certificate in the form hereto annexed as Exhibit A 
certifying the quantity and location of the aluminum so stored, which shall con- 
stitute delivery to the Buyer for the purposes hereof. The aluminum so stored 
shall be released from storage at such times and in such quantities as the Buyer 
shall request, but not later than six months after the end of the contract period 
or the effective date of cancellation of deliveries pursuant to paragraph 13 hereof, 
and shall be placed at the Seller’s cost f. 0. b. railroad cars at such of the Seller's 
plants in Canada as the Seller may elect, in accordance with the foregoing provi- 
sions relating to delivery and shipment. 

5, Price.—The base prices of the aluminum to be delivered hereunder shall be 
15¢ per pound in respect of 800,000,000 pounds and 17¢ per pound in respect of 
200,000,000 pounds. The base prices shall be subject to the following adjustments: 

(a) Transportation costs.—The costs of transportation of the aluminum, includ- 
ing customary insurance, from f. o. b. railroad cars at such of the Seller’s plants in 
Canada as the Seller may elect, to the destination specified by the Buyer, in its 
sole discretion, shall be for the account of the Seller up to %¢ per pound of alu- 
minum. The Buyer shall maintain records of such costs and the Seller shall pay 
to the Buyer on the 15th day of each month the amount for which the Seller is 
obligated pursuant to the provisions of this paragraph 5 (a). Such payment shall 
be made by credit against payments due by the Buyer in respect of the purchase 
price for deliveries hereunder. If there shall be no such payments then due by 
the Buyer, the Seller shall pay the amount for which it is obligated to the Buyer 
in cash at New York, N. Y., or at Washington, D. C., as the Buyer may elect. 

(b) Production costs.—If the Seller’s costs in respect of labor employed in the 
production of aluminum in Canada and the transportation of bauxite from the 
sources of supply to the Seller’s plants in Canada shall increase or decrease, the 
base prices shall be adjusted as follows: 

Labor.—Price, Waterhouse & Co., of Montreal, P. Q. (hereinafter called the 
‘‘Auditors’’), shall make an independent determination of the average wage rate 
per hour paid by the Seller for all labor employed on an hourly basis in the produc- 
tion of aluminum in Canada for the six months’ period beginning January 1, 194! 
(hereinafter called the “base period’’), which rate is hereinafter referred to as the 
“base wage rate.’ The Auditors shall make a similar determination on a com- 
parable basis for the six months’ period beginning July 1, 1941, and for each six 
months’ period thereafter. Such computation for any such six months’ period is 
hereinafter referred to as the “‘subsequent wage rate.” 

The Auditors shall also make an independent determination of the percentag 
proportion that the cost of labor employed on an hourly basis by the Seller in th 
production of aluminum in Canada bears to the Seller’s total cost of producti 
for the six months’ period beginning July 1, 1941, and .for each six month 
period thereafter. Such percentage is hereinafter referred to as the “‘labor pe! 
centage’. 

Any increase or decrease in the subsequent wage rate as compared with 
base wage rate shall be used to adjust the base prices in accordance with the follow 
ing formula: 

If there shall be an increase in the subsequent wage rate, the percentage of 
such increase over the base wage rate shall be multiplied by the labor per 
centage for the six months’ period for which the subsequent wage rate sha 
have been determined, and the resulting percentage shall be that by wl! 
the base prices shall be increased. For example, if the subsequent wage ra 
shall increase 10% over the base wage rate and the labor percentage s! 
be 20%, the base prices shall be increased by 2% thereof. 





STUDY OF MONOPOLY POWER 479 


Similarly, in the case of a decrease in the subsequent wage rate, the per- 
centage of such decrease under the base wage 1ate shall be multiplied by the 
labor percentage, and the resulting percentage shall be that by which the 
base prices shall be decreased. 

The base prices as so adjusted shall be applied to all deliveries in the six months’ 
period next following that for which such adjustment shall have been determined. 
For example, the base prices with respect to deliveries in the six months’ period 
beginning January 1, 1942, shall be adjusted for the increase or decrease in the 
subsequent wage rate in the six months’ period immediately prior thereto in 
accordane® with the formula set forth above. 

Transportation.—The Auditors shall make an independent determination of the 
Seller’s average cost per ton incident to the transportation of bauxite from the 
point of shipment to the Seller’s plants in Canada for the base period, including, 
without limiting the generality of the foregoing, ocean and inland freight, insur- 
ance, expense of transshipment and of unloading at point of destination, and 
charges incident thereto. The said average cost per ton is hereinafter referred to as 
the ‘‘base transportation rate’. The Auditors shall make a similar determination 
on & comparable basis for the six months’ period beginning July 1, 1941, and for 
each six months’ period thereafter. The average cost per ton for any such six 
months’ period is hereinafter referred to as the “subsequent transportation rate’’. 

The Auditors shall also make an independent determination of the percentage 
proportion that said average cost per ton bears to the Seller’s total cost of pro- 
duction for the six months’ period beginning July 1, 1941 and for each six months’ 
period thereafter. 

Any increase or decrease in the subsequent transportation rate as compared 
with the base transportation rate shall be used to adjust the base prices in accord- 
ance with the formula set forth above with respect to the adjustment for labor 
costs, and the base prices as so adjusted shall be applied to all deliveries in the 
next sueceeding six months’ period. 

The Auditors shall furnish to the Buyer and the Seller their certificate setting 
forth the net adjustment in the base prices after giving effect to the two adjust- 
ments hereinabove described. 

The expense of making the said determinations and of obtaining the Auditors’ 
certificate shall be paid by the Seller. In the event that the Auditors shall be 
unable or unwilling to act, the Buyer and the Seller shall agree upon some other 
mutually satisfactory chartered public accountant. 

6. Payment.—The purchase price for the aluminum to be delivered hereunder 
shall be paid by the Buver to the Seller at Montreal, P. Q., as follows: On the 
15th day of each month the Buyer shall pay to the Seller the aggregate amount set 
forth in the invoices received from the Seller for the aluminum delivered here- 
under during the preceding month, less the amount of any credits to which the 
Buyer may be entitled pursuant to the provisions of paragraphs 5 (a) and 10 hereof. 
Each invoice shall show the total weight and the price of the aluminum covered 
therebv, and shall be accompanied by (i) the Seller’s Certificateof Analysis setting 
forth the lot numbers, cast numbers, number of pieces per cast, and weight and 
analysis of each cast, and (ii) copy of bill of lading or original Storage and Owner- 
ship certificate, as the case may be. The price shall be computed at the base rate 
of 15¢ per pound in respect of eighty percent of the aluminum covered by each 
invoice and 17¢ per pound in respect of the balance of twenty percent, in each 
case as adjusted pursuant to paragraph 5 (b) hereof, less the sum of 5¢ per pound 
which shall be applied against the down payment provided for in paragraph 7 
hereof, 

If deliveries shall be made in any six months’ period priorto the time that the 
Auditors’ certificate provided for in paragraph 5 (b) hereof shall have been furn- 
ished setting forth the net adjustment applicable to such period, the invoices for 
such deliveries shall be computed on the basis of the prices applicable to the pre- 
ceding six months’ period and shall bear an appropriate legend that such invoices 

ubject to adjustment pursuant to said paragraph 5 (b). When the Auditors’ 
certifieate shall have been furnished, the Seller shall deliver to the Buver a debit 
note or credit memorandum, as the case may be, stating the cumulative amount 
of the adjustment to be made at the time of the payment next due by the Buyer 
in respect of the purchase price for deliveries hereunder. 
7. Down payment.—In order to enable the Seller to undertake the expansion of 
the productive capacity of its plants and its facilities for the production of 1aw 
materials in Canada and elsewhere necessary for the performance by the Seller 
f its obligations hereunder, the Seller shall receive as a down payment under this 
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Contract the down payment of $25,000,000 heretofore made by the Buyer to t!y 
Seller under Contract No. 1, and the Buyer shall make a further down payment 
hereunder in the amount of $25,000,000. Such further down payment shall ty 
made to the Seller at Montreal, P. Q., within fifteen days after the execution and 
delivery of this Contract, by a check of the Buyer drawn to the joint order of the 
Seller and the Bank. The Seller shall forthwith endorse such check to the order 
of, and deliver the same to, the Bank, and the Bank shall use the proceeds 
thereof to satisfy and discharge the principal of the promissory note of the Selle: 
held by the Bank to evidence the loan of $25,000,000 made under Contract No. 2 
The Seller shall simultaneously pay to the Bank the interest accrued on such not: 
to the date of payment, and the Bank shall thereupon cancel and surrender such 
note to the Seller. 

The down-payment of $50,000,000 under this Contract shall be applied on th 
purchase price for the aluminum to be delivered hereunder at the rate of 5¢ per 
pound as provided in paragraph 6 hereof. The Seller may use said down-payment 
for such purpose or purposes as it may determine in its sole discretion, and it shal! 
be under no duty whatsoever to account to the Buyer for the application of said 
down-payment except as expressly provided in said paragraph 6 and in paragrap! 
14 hereof. 

8. Loan to seller.—If the Seller shall so request during the contract period, whether 
or not the Buyer shall have exercised its option to cancel deliveries hereunder a 
provided in paragraph 13 hereof, the Bank will make a loan or loans to the Seller 
upon the terms and conditions hereinafter set forth. 

Such loan or loans shall in no event be in an aggregate amount greater tha: 
$25,000,000 and, unless the Buyer shall have cancelled deliveries hereunder pur 
suant to paragraph 13 hereof, such loan or loans shall be in an aggregate amount 
not greater than the amount theretofore applied pursuant to the provisions of 
paragraph 6 hereof against the down-payment provided for in paragraph 7 
hereof. The loan or loans shall be evidenced by a note or notes of the Seller in 
substantially the form hereto annexed as Exhibit B and shall be made in one sun 
or, at the option of the Seller, from time to time in installments which shall in 
each case be in an amount of $100,000 or a multiple thereof. Each note shall 
mature ten vears after the date thereof and may be prepaid in whole or in part 
on any interest payment date, upon not less than sixty days’ written notice to 
the Bank, and shall be prepaid to the extent of five per cent of the principal 
amount thereof on each anniversary of the date thereof until maturity. Th: 
notes shall bear interest at the rate of three per cent per annum on the balanc 
thereof from time to time remaining unpaid. payable annually. 

Each request for a loan shall be accompanied by a statement of the Seller wit! 
respect to the amount which the Seller is then entitled to borrow under the terms 
of this paragraph 8. If the Bank shall so request, the Buyer shall furnish it wit! 
a like statement. 

9. Adjustments tn respect of earlier contracts— All aluminum delivered under the 
Earlier Contracts shall be deemed to have been delivered and purchased hereunder 
and the payments heretofore made or to be made in respect of such deliveries shall 
be adjusted accordingly. In addition to such adjustment the Buyer shall credit 
the Seller with the amount of the interest at the rate of three per cent per annu 
paid by the Seller to the Bank in respect of the promissory note of the Seller held 
by the Bank to evidence the loan of $25,000,000 made on August 30, 1941, under 
Contract No. 2. If, after giving effect to said adjustments, any balance shall bi 
owing to the Seller, such balance shall be paid to the Seller in cash at Montrea 
P. Q., on or before April 15, 1942, and if any balance shall be owing to the Buyer, 
such balance shall be paid by credit against the next payment or payments d 
by the Buyer in respect of the purchase price for deliveries hereunder. 

10. Analysis and weight.—The Buyer shall have the right to have the aluminun 
analyzed and weighed by an analyst and weigher satisfactory to the Buyer and 
the Seller, in accordance with recognized commercial practice, at any point of 
destination in the United States specified by the Buyer, the cost of such analysis 
and weighing to be for the account of the Buyer. In the event that the aluminun 
does not conform to the specifications and requirements set forth in paragraph 
| (a) hereof, the Buyer may reject the same, and the Seller shall forthwith deliver 
to the Buyer an equal quantity of aluminum conforming to said specifications and 
requirements, the cost of effecting such substitution at the point of destinatio1 
to be for the account of the Seller. The Buyer shall hoid the rejected aluminun 
for the account and risk of the Seller, pending the receipt of instructions from th 
latter. If the Buyer shall elect to have the aluminum weighed, counting and 
weighing of ingots shall be effected upon arrival of the aluminum at the point o 
destination, and the Seller shall not be liable for any shortage in the number of 
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ingots set forth in the bill of lading. If the weight so determined, after due allow- 
ance for any shortage in the number of ingots, shall be less than that stated in the 
Seller’s weight certificate by more than one-tenth of one per cent, the purchase 
price value of such shortage in weight shall be credited against the payments due 
by the Buyer in respect of the purchase price for deliveries hereunder. 

‘11. Title-—Title to the aluminum delivered hereunder shall pass to the Buyer 
upon the issuance of railroad bill of lading made out in accordance with the Buyer's 
instructions covering the aluminum on railroad cars at such of the Seller’s plants 
in Canada, as the Seller may elect, upon the issuance in favor of the Buyer of the 
Seller’s Storage and Ownership Certificate, as the case may be. Said documents 
shall be delivered in accordance with instructions of the Buyer. 

12. Export and import tares.—United States import tax (duty), if any, on the 
aluminum shall be for the account of the Buyer. Export tax (duty), if any, 
imposed by the Dominion of Canada or any political subdivision thereof on the 
aluminum shall be for the account of the Seller. 

13. Buyer’s Option to cancel deliveries.—-The Buyer may cancel deliveries under 
this Contract effective at any time on or after January 15, 1943, regardless of the 
Buyer’s default hereunder, upon six months’ written notice to. the Seller; provided, 
however, that the amount of aluminum which the Buyer shall be obiigated to 
purchase hereunder shall not, by reason of such cancellation, be decreased by 
more than 794,972,200 pounds. In the event of such cancellation, the Seller shall 
retain the unapplied balance of the down-payment provided for in paragraph 
7 hereof. 

14. Cancellation in event of default—In addition to the option of the Buyer to 
cancel deliveries hereunder upon the terms and conditions set forth in paragraph 
13 hereof, this Contract may be cancelled at any time in the event of (a) an 
adjudication that the Seller is insolvent or bankrupt, the appointment of a Re- 
ceiver for the Seller or its property, or the making by the Seller of an assignment 
for the benefit of creditors, (b) the liquidation or dissolution of the Seller, whether 
voluntary or involuntary, or (c) any default by the Seller in the performance of 
any of the terms or conditions of this Contract, except under the conditions set 
forth in paragraph 17 hereof, and the continuance of such default for a period 
of sixty days after the giving of written notice thereof by the Buyer to the Seller. 
In any such event, the Bank shall no longer be obligated to make loans to the 
Seller as provided in paragraph 8 hereof, and the note or notes evidencing any 
loan or loans theretofore made pursuant to said paragraph 8 shall become due and 
payable on the date of such cancellation, and the Sellers hall pay to the Buyer 
in cash at New York, N. Y., or Washington, D. C., as the Buyer may elect, the 
balance of the down-payment provided for in paragraph 7 hereof, after giving 
effect to the amounts theretofore applied against such down-payment pursuant 
to the provisions of paragraph 6 hereof. 

15. Assignment.—The Seller shall not transfer, assign, pledge or otherwise dis- 
pose of this Contract, or of any interest or right of the Seller herein, without the 
written consent of the Buyer and the Bank. 

16. Waiver.—The failure of any of the parties hereto to insist, in any one or 
more instanees, upon the performance of any of the terms or conditions hereof 
shall not be construed as a waiver or relinquishment of the right to insist upon the 
future performance of any such term or condition. 

17. Force majeure.—Neither the Buyer nor the Seller shall be responsible for 
delays, failures or omissions due to any cause or causes beyond its control, how- 
ever arising, and which can not be overcome by due diligence, including, without 
limiting the generality of the foregoing, the inability of the Seller to obtain steamers 
or other vessels or railroad cars of a capacity sufficient to transport the raw 
materials required by the Seller for the production of the aluminum to be delivered 
hereunder and the inability of the Buyer to effect the exportation of the aluminum 
from Canada to the United States. Upon the cessation or rectification of the 
cause or causes delaying performance hereunder, the contract period shall be ex- 
tended beyond December 31, 1944 by the number of days during which perform- 
ance was so delayed and, except as so amended, this Contract shall be performed 
in the same manner and to the same extent as if performance hereunder had not 
been suspended. 

18. Status of seller—The Seller hereby warrants and represents that in the 
making of this Contract it is not acting in any manner whatsoever for or on be- 
half of the government of any state or dominion, or of any political subdivision 
thereof. 

19. Statutory provisions.—It is not practicable for the Buyer to require payments 
hereunder to be used for the purchase of raw or manufactured agricultural com- 
modities to be exported from the United States. 
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No member of or delegate to the Congress of the United States shall be a 
mitted to any share or part of this Contract, or to any benefit arising therefron 
but this provision shall not be construed to extend to this Contract in so far as it 
is made with a corporation for its general benefit. 

20. Notice.—Any notice hereunder shall be sufficient if given in writing to the 
Seller at 1700 Sun Life Building, Montreal, P. Q., and to the Buyer and the Ban! 
at 811 Vermont Avenue, N. W., Washington, D. C., or to such other address 
as any of the parties may hereafter specify to the others in writing. 

21. Cancellation of earlier contracts —Upon the execution and delivery of this 
Contract and the satisfaction and discharge of the promissory note of the Seller 
held by the Bank as provided in paragraph 7 hereof, the Earlier Contracts sha 
be deemed to be canceled and of no further force or effect, and all action take: 
by the parties hereto under the Earlier Contracts, or either of them, shall be 
deemed to have been taken under, and shall be governed by the terms and pro- 
visions of, this Contract. 

In witness whereof, ALUMINUM CoMPANY OF CANADA, LIMITED, has caused 
this Contract to be executed in its corporate name by its officers thereunto duly 
authorized and its corporate seal to be hereunto affixed at Montreal, P. Q., and 
Export-Import BANK oF WASHINGTON and Merats Reserve Company hav 
caused this Contract to be executed in their corporate names by their respective 
officers thereunto duly authorized and their corporate seals to be hereunto affixed 
at Washington, D. C., all as of the day and year first above written. 


[SEAL] ALUMINUM CoMPANY OF CANADA, LIMITED, 
By R. E. Powe.., President. 
Attest: 
H. R. Wakes, Secretary. 


[SEAL] Export-IMport BANK OF WASHINGTON, 
By WarrEN Lee Pierson, President. 
Attest: 
HAWTHORNE Arey, Secretary 
[SEAL] Metats RESERVE ComPANY, 
By G. Tempe BRIDGMAN, 
Executive Vice President. 
Attest: 
M. C. Mutuiaan, Secretary 
Approved: 
Jesse H. Jongs, 
Secretary of Commerce 


Exuipir A 


STORAGE AND OWNERSHIP CERTIFICATE OF ALUMINUM COMPANY OF CANADA 
LIMITED 
Certificate No. 


(Place (Date) 


The undersigned Company hereby certifies that it has received and holds 
storage at 
(Describe location of storage 


for Metals Reserve Company, Washington, D. C., pounds of 
virgin Aluminum Ingot of 99.3% guaranteed minimum purity, conforming to the 
specifications and requirements of the Contract, dated as of March 6, 1942 
between Aluminum Company of Canada, Limited, Metals Reserve Company and 
Export-Import Bank of Washington, and described as follows: 


Lot Nos. - Pieces Pounds 
and that said aluminum is owned by Metals Reserve Company and will be stored 
and shipped in accordance with the aforesaid Contract. 
ALUMINUM CoMPANY OF CANADA, LIMITED, 


Authorized Office 
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Exuisit B 
No. Montreal, P. Q., 194__. 


For value received, the undersigned promises to pay to Export-Import Bank of 
Washington (hereinafter called the ‘‘Bank’’), or order, at the office of the Bank 
in the City of Washington, District of Columbia, the principal sum of 
Dollars ($ ) with interest on said principal sum, or the balance thereof 
from time to time remaining unpaid, at the rate of three per cent (3%) per annum. 
Both principal and interest are payable in lawful money of the United States of 
America. 

Interest on outstanding balances of principal shall be paid on ‘ 
194__ and on the day of in each year thereafter. Principal 
shall be paid in installments as foliows: 

The sum of $ on , 194__, and on the day of 
in each year thereafter to and including , 195__, and the sum of 
$ on , 195 

This note may be prepaid in whole or in part on any interest payment date upon 
the giving not less than sixty (60) days’ written notice to the Bank, and any partial 
prepayment shall be applied against the installments of principal in the inverse 
order of their maturity. 

In case the undersigned shall default in the payment of interest hereon or of any 
instalment of principal hereof in accordance with the terms of this note, or in 
case certain events specified in a contract, dated as of March 6, 1942, between the 
undersigned, the Bank and Metals Reserve Company, or any of such events, 
shall occur, the principal hereof shall, at the election of the Bank, become imme- 
diately due and payable without presentation, demand, protest or notice of any 
kind, all of which are hereby expressly waived. 

ALUMINUM COMPANY OF CANADA, LIMITED. 
By 
President. 
By / 
Treasurer. 


Payments have been made on account of the principal of the within note as follows: 


Amount Date Authorized officer 


This supplemental agreement, dated the 18th day of April, 1944, between 

Metats Reserve Company (hereinafter called ‘“‘Buyer’’), a corporation duly 
created by Reconstruction Finance Corporation pursuant to Section 5d of the 
teconstruction Finance Corporation Act, as amended, with its principal office at 
Washington, D. C., 

ALUMINUM ComMPANY OF CANADA, LimiTepD (hereinafter called ‘“‘Seller’’), a cor- 
poration duly organized and existing under The Companies’ Act of the Dominion 
of Canada, with its principal office at Montreal, P. Q., Canada, and 

Export-Import BANK OF WASHINGTON, an Agency of the Government of the 
United States, with its principal office at Washington, D. C. 

Witnesseth: 

Whereas, the parties hereto are parties to two certain Aluminum Sales Con- 
tracts, the first, dated as of March 6, 1942, providing for the sale of 1,000,000,000 
pounds of aluminum by Seller to Buyer, and the second, dated as of April 1, 1942, 
providing for the sale of 370,000,000 pounds of aluminum by Seller to Buyer (said 
contracts being hereinafter collectively referred to as the ‘‘Contracts’’); and 

Whereas, the parties hereto desire to amend the terms, provisions and conditions 
of the Contracts in the respects hereinafter in this Supplemental Agreement set 
forth; 

Now, therefore, in consideration of the mutual promises and agreements herein 
contained, and of other good and valuable considerations, it is hereby covenanted 
and agreed by and between the parties hereto as follows: 





484 STUDY OF MONOPOLY POWER 


1. Each of the Contracts is hereby amended to provide that the base price of 
all aluminum delivered thereunder after October 31, 1943 shall be 154 United 
States currency per pound. 

2. Except as provided in this Paragraph 2, each of the Contracts is hereby 
amended by deleting Paragraph 5 (b) thereof in its entirety and by deleting al! 
provisions in the Contracts which relate to any adjustment of the base prices by 
virtue of the provisions of said Paragraph 5 (b). In lieu of the adjustment of th: 
base prices provided for in said Paragraph 5 (b), the base price or prices in respect 
of all aluminum delivered and to be delivered under the Contracts shall be adjusted 
as follows: 

The Auditors named in Paragraph 5 (b) of each of the Contracts (hereinafter 
called the ‘‘Auditors’’) shall make an independent determination of Seller’s 
average cost per pound of producing aluminum in Canada during the six months’ 
period beginning January 1, 1941, which average cost is hereinafter referred to as 
the “AVERAGE BASE PERIOD COST PER POUND IN CANADIAN 
CURRENCY”, 

The Auditors shall make a similar determination on a comparable basis for 
the three months’ period beginning October 1, 1941 and for each quarterly period 
thereafter in which aluminum shall be delivered under the Contracts, or either of 
them, the average cost for any such quarterly period being hereinafter referred to 
as the “AVERAGE SUBSEQUENT PERIOD COST PER POUND IN CANA 
DIAN CURRENCY”. 

In computing the AVERAGE BASE PERIOD COST PER POUND IN 
CANADIAN CURRENCY and the AVERAGE SUBSEQUENT PERIOD 
COST PER POUND IN CANADIAN CURRENCY, as aforesaid, there shal! 
be included all production costs in accordance with accepted accounting prac- 
tice, except all expenditures, allowances or charges of every kind for or on account 
of or representing (1) general engineering, purchasing and administration at the 
principal office of Seller at Montreal, P. Q.; (2) special wartime allowances 
to amortize the cost of plant expansion as allowed to Seller for tax purposes by 
agreement with the Government of the Dominion of Canada; (3) interest, other 
than that element of interest taken into account in arriving at a rate per H. P. 
vear for the electric energy used in the production of aluminum and produced 
from facilities owned by Seller. Such interest as may be payable or become 
payable in respect of the advance down-payment of $68,500,000 by Buyer, or 
any part thereof, shall be excluded from the computation of the rate per H. P 
year; (4) the annual net profit before provision for Canadian taxes, if any, mad 
by any subsidiary or affiliate of Seller or any materials or services supplied by it 
to Seller during any subsequent period where such subsidiary or affiliate did not 
supply any similar materials or services to Seller during the base period. The 
annual adjustment in accordance with this subparagraph (4), if any, shall be mad 
in the computation of the final quarter of each year, except that the adjustment, 
if anv, with respect to deliveries during the last year in which deliveries under 
the Contracts are made shall be made in the computation for the quarter in whic} 
deliveries under the Contracts terminate; and (5) that portion of any margin of 
annual profit made by any subsidiary or affiliate of Seller or any materials or 
services supplied by it to Seller which exceeds the margin of profit made by suc! 
subsidiary or affiliate in the year 1941. The annual adjustment in accordance 
with this subparagraph (5), if any, shall be made in the computation for the final 
quarter of each year, except that the adjustment, if any, with respect to deliveries 
during the last year in which deliveries under the Contracts are made shall be 
made in the computation for the quarter in which deliveries under the Contracts 
terminate. This subparagraph (5) shall not apply to any such subsidiary or 
affiliate which carries on the business of a public carrier and charges rates approved 
by the Board of Railway Commissioners of Canada. 

The AVERAGE BASE PERIOD COST PER POUND IN CANADIAN 
CURRENCY shall be translated into United States currency at the Canadian 
Foreign Exchange Control Board’s official buying rate for United States dollars in 
the six months’ period beginning January 1, 1941, the resulting figure being here- 
inafter referred to as the “AVERAGE BASE PERIOD COST PER POUND IN 
UNITED STATES CURRENCY”. 

If the average subsequent period cost per pound in Canadian currency for any 
quarterly period for which such cost shall be determined shall vary by '¢ Cana- 
dian currency or more per pound from the AVERAGE BASE PERIOD COST 
PER POUND IN CANADIAN CURRENCY, such AVERAGE SUBSEQUENT 
PERIOD COST PER POUND IN CANADIAN CURRENCY shall be trans- 


lated into United States currency at the Canadian Foreign Exchange Control 
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Board’s average daily buying rate for United States dollars in said quarterly 
period. The resulting — in United States currency is hereinafter referred 
to as the “AVERAGE SUB > pet PERIOD COST PER POUND IN 
UNITED STATES C URRENCY 

The Auditors shall compute for each quarterly period in which aluminum shall 
be delivered under the Contracts, or either of them, the amount by which the 
AVERAGE SUBSEQUENT PERIOD COST PER POUND IN UNITED 
STATES CURRENCY, if any, for such quarterly period varies from the AVER- 
EGE BASE PERIOD COST PER POUND IN UNITED STATES CURRENCY 
and they shall furnish to Buyer and Seller their certificate setting forth the 
result of such computation and certifying that the computation has been made 
in accordance with the provisions of this Supplemental Agreement and does 
not include any amounts on account of items excluded from production costs 
by the provisions of this Supplemental Agreement. Seller shall forthwith upon 
receipt of such certificate multiply the total number of pounds of aluminum 
delivered under the Contracts during the quarterly period for which such com- 
putation is made by the result of such computation and shall issue an invoice or 
credit note to Buyer for the amount obtained by such multiplication. Within 
ten days from the receipt of such invoice or credit note accompanied by two 
original counterparts of the related Auditor’s certificate issued in accordance 
with the provisions hereof, Buyer shall pay to Seller at Montreal, P. Q., or Seller 
shall pay to Buyer at New York, N. Y., or Washington, D. C., as Buyer may 
elect, the amount shown by such invoice or credit note to be owing by Buyer to 
Seller or by Seller to Buyer, as the case may be. 

3. On the basis of certificates furnished by the Auditors, the parties hereto 
agree that bv vitue of the amendment of the Contracts contained in the foregoing 
Paragraph 2, Seller is obligated to refund to Buyer the sum of $1,030,277.91 
United States currency in respect of all aluminum delivered under the contracts 
prior to April 1, 1943, representing the difference between the aggregate amount 
paid by Buyer to Seller for adjustments under Paragraph 5 (b) of the Contracts 
prior to this Supplemental Agreement for such deliveries and the aggregate 
amount payable by Buyer to Seller for adjustments in accordance with the pro- 
visions of the foregoing Paragraph 2 for such deliveries. Adjustment of the 
base price or prices in respect of aluminum delivered under the Contracts on and 
after April 1, 1943, shall be made in accordance with the provisions of Paragraph 2 
hereof. 

Upon the execution and delivery of this Supplemental Agreement, Seller shall 
forthwith execute and deliver to Buyer Seller’s promissory note dated April 1, 
1943, in the amount of $1,030,277.91 United States currency drawn to the order of 
Buyer, in substantially the form hereto annexed as Exhibit A. Within ten days 
after delivery to and acceptance by Buyer of said promissory note Seller shall 
pay to Buyer and Buyer shall credit on the principal of said promissory note as 
of the date of such payment a sum equal to o¢ United States currency per 
pound in respect of all aluminum delivered under the Contracts on and after 
\pril 1, 1943, and prior to November 1, 1943. 

In addition to the 5¢ United States currency per pound deduction from the 
price as provided in the Contracts, there shall be deducted by Seller from each 
invoice in respect of deliveries on and after November 1, 1943, the sum of Mo¢ 
United States currency per pound in respect of the aluminum covered by each 
such invoice until the total of the amounts so deducted, when taken together 
with the payment made pursuant to the preceding subparagraph in respect of 
deliveries on and after April 1, 1943, and prior to November 1, 1943, shall equal 
the principal of said promissory note. The Buyer shall, as of the end of each 
month, commencing with midnight November 30, 1943, credit on the principal 
of said promissory note the aggregate amount deducted as aforesaid from the 
invoices covering deliveries under the Contracts during each such month. Said 
promissory note shall remain in full force and effect regardless of the termination 
of the Contracts, or either of them, provided, however, that Seller may prepay 
said note in whole or in part at any time. 

Seller shall pay interest on the balance of the principal of said promissory note 
from time to time remaining unpaid, as determined in the manner hereinabove 
provided, at the rate of 3% per annum, payable April 1, 1944, and semiannually 
thereafter. 

+. Upon the execution and delivery of this Suppelmental Agreement, Seller 

hall pay to Buyer the sum of $3,446,315.56 United States currency, being interest 
at the rate of 3% per annum upon the balances from time to time remaining unpaid 
of the down pay ments made by Buyer to Seller pursuant to Paragraph 7 of the 
Contracts for the respective dates of such down payments to October 1, 1943. 
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On April 1, 1944, and semiannually thereafter, Seller shall pay to Buyer interest 
at the rate of 3% per annum on the balances of said down payments from time | 
time remaining unpaid on and after October 1,1943. 

In computing the amount of interest payable by Seller to Buyer under th 
Paragraph 4 and the amount of balances of said down payments from time to 
time remaining unpaid, the 5¢ United States currency per pound of aluminum t 
be applied on the down payments shall be applied as of the end of each mont! 
in respect of aluminum delivered in said month. 

Cancellation of the Contracts, or either of them, by Buyer at its option shal! 
automatically, on the effective date of such cancellation, release Seller from its 
obligation under this Paragraph 4 to pay interest upon the then remaining balance 
or balances of the down payment or down payments, respectively, made by 
Buyer under the Contract or Contracts so cancelled, as the case may be. 

Cancellation of the Contracts, or either of them, by Byuer for default of Seller 
thereunder shall not release Seller from its obligation to pay interest to Buyer in 
accordance with this Paragraph 4. 

5. All payments, credits, deductions, settlements or adjustments heretofore or 
hereafter made either upon a final or provisional basis under the Contracts or i: 
anticipation of this Supplemental Agreement shall be adjusted to conform to th 
provisions of this Supplemental Agreement. 

6. Except as herein expressly amended or modified, all of the terms, provisions 
and conditions of the Contracts, as heretofore amended, shall continue in ful! 
force and effect. 

In witness whereof, Aluminum Company of Canada, Limited, has caused this 
Supplemental Agreement to be executed in its corporate name by its officers 
thereunto duly authorized and its corporate seal to be hereunto affixed at Mon- 
treal, P. Q., and Export-Import Bank of Washington and Metals Reserve Con 
pany have caused this Supplemental Agreement to be executed in their corporate 
names by their respective officers thereunto duly authorized and their respective 
corporate seals to be hereunto affixed at Washington, D. C., all as of the day and 
year first above written. 

ALUMINUM CoMPANY oF CANADA, LIMITED, 
By R. E. Powe.u, President. 

Attest : 

F. T. FARNEEL, Treasurer. 
Export-Import BANK oF WASHINGTON, 
By HawTHorne Arey, President. 


Maurice WINGER, Assistant Secretary 
MeTALS RESERVE COMPANY, 
By H. DeWirr Smirn, Executive Vice President 

Attest : 

Ferris B. Tuomas, Secretary 

Approved: 

Jesse H. JONgs, 
Secretary of Commerce 
Exuisir A 
$1,030,277 .91 
MontreaL, P. Q., April 1, 1943. 

For value received, the undersigned promises to pay to Metals Reserve Con 
pany (hereinafter called the ‘‘Noteholder’’), or order, on December 31, 1945, at 
the office of the Noteholder in the City of Washington, District of Cohimbia, th 
principal sum of One Million Thirty Thousand Two Hundred Seventy-seve: 
Dollars and Ninety-one Cents ($1,030,277.91), with interest on said principa 
sum, or the balance thereof from time to time remaining unpaid, at the rate of 
three per cent (3%) per annum. Both principal and interest are payable 
lawful money of the United States. 

This Note is issued under and pursuant to a certain Supplemental Agreeme 
dated April 18, 1944, between the undersigned, Metals Reserve Company a: 
Export-Import Bank of Washington, to which reference is hereby mede. 

The principal of this Note shall be payable only at the time or times and in t! 
manner provided in said Supplemental Agreement, provided, however, that a 
balance thereof outstanding on December 31, 1945, shall be paid on that date 

Interest accrued to April 1, 1944, on outstanding balances of the principe! 
this Note shall be paid within ten days after the execution of said Supplement 
Agreement and semiannually thereafter on the first day of October and the first 
dav of April in each year. 

This Note may be prepaid in whole or in part at any time. 
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In case the undersigned shall default in the payment of interest hereon or of any 
installment of principal hereof when the same shall become due and payable in 
accordance with the terms of this Note and of said Supplemental Agreement, the 
principal of this Note, together with interest accrued thereon, shall, at the option 
of the Noteholder, become immediately due and payable with interest after the 
date of default at the rate of 5% per annum, without presentation, demand, protest 
or notice of any kind, all of which are hereby expressly waived. 

ALUMINUM ComMPANY oF CANADA, LIMITED, 

By 
Preside nt. 

By 


ry 
Treasurer. 


Secretary 


Payments have been made on account of the principal of the within note as follows: 
) 3 ied ; 
Amount Date Authorized officer 


Metats Reserve Company, 
Washington 25, D. C., August 9, 1944. 
Re Aluminum Sales Contracts Nos. 3 and 4, dated March 6, 1942 and April 1, 
1942, respectively. 
ALuMINUM ComPANY OF CaNnabDa, Limited, 
1700 Sun Life Building, Montreal, Quebec, Canada 

Dear Sirs: Reference is made to the above Aluminum Sales Contracts (here- 
inafter called ‘“‘said Contracts’’) between your Company and ourselves, to which 
Export-Import Bank of Washington is also a party, covering the sale by you to 
us of a total of 1,370,000,000 pounds of aluminum to be produced at your plants 
in Canada. 

This will confirm the agreement reached in the discussions arising out of our 
request that you curtail deliveries of aluminum during the last five months of 
this year and defer the delivery of the balance of the aluminum which will remain 
undelivered under said Contracts as of January 1, 1945. If acceptable to you, 
said Contracts are hereby further amended as follows: 

|. The agreements herein set out shall replace and supersede, as of August 1, 
1944, the agreements set out in our letter to you of April 15, 1944, with reference 
to the deferment of deliveries under said Contracts. 

2. The delivery of 250,000,000 pounds of the aluminum called for under said 
Contracts shall be deferred until after June 30, 1945, and except as provided in 
Paragraph 6 hereof delivery of the whole or any part of said 250,000,000 pounds 
of aluminum shall be commenced after said date only upon receipt from us of 
six months’ prior written notice of our desire to take delivery thereof. We shall 
have the right to give you one or more such notices. You shall deliver the 
quantity of aluminum stated in each such notice at such rate as shall be mutually 
agreed upon following the giving of such notice. Of said 250,000,000 pounds, 
100,000,000 pounds shall be applied against the Contract dated March 6, 1942, 
and the balance of 150,000,000 pounds shall be applied against the Contract 
dated April 1, 1942. 

3. During the last five months of 1944 you shall deliver to us the balance of 
the aluminum now remaining to be delivered under said Contracts, less the 
above-mentioned 250,000,000 pounds. 

1. We will pay you for aluminum delivered pursuant to each notice given by 
us as provided in Paragraph 2 hereof, such price as shall be determined by mutual 
agreement following the giving of such notice; provided, however, that the price 
of aluminum so delivered in any month shall not exceed the average of the prices, 
adjusted to a comparable basis, paid by your other customers (not including as 
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such customers your subsidiary or affiliated companies) for aluminum ingot of th; 
same grade delivered by you to them during such month; and provided further. 
that there shall be deducted from the price as so determined of each pound of 
aluminum so delivered (i) 5¢ United States currency, which shall be applied 
against the advance payment made by us under the Contract under which suc} 
aluminum is delivered, and (ii) any additional amounts deductible from such price 
pursuant to Paragraph 7 hereof. The provisions of this Paragraph 4 replace and 
supersede the whole of Paragraph 5 of each of said Contracts as heretofor 
amended, with respect to aluminum delivered pursuant to notices given as pro- 
vided in Paragraph 2 hereof. 

5. On December 31, 1944, you shall pay to us, as interest on the balance of 
the advance payments made by us under said Contracts and as interest on the 
Note referred to in Paragraph 3 of the Supplemental Agreement dated April 18 
1944, amending said Contracts, an amount equal to the difference between thy 
total amount of interest theretofore paid to us on said advance payments and said 
Note and the total amount of interest which would have accrued to and ineludin: 
December 31, 1944, on said advance payments and said Note if deliveries unde: 
said Contracts after March 31, 1944, had been made as originally contemplated 
in accordance with the schedule hereto annexed and marked Schedule A. 

On June 30, 1945, you shall pay the amount of interest which would have accrued 
from January 1, 1945, to June 30, 1945, both dates inclusive, on the balance of 
the advance payment made by us under the Contract dated April 1, 1942, and o 
said Note if deliveries under said Contract prior to January 1, 1945, had been mad 
on the basis stated in the next preceding paragraph and during the first six months 
of 1945 had been made at the rate of 20,000,000 pounds per month. 

Payment of interest as provided in this Paragraph 5 shall completely discharg: 
your obligations with respect to interest under Paragraphs 3 and 4 of said Suppl 
mental Agreement dated April 18, 1944, and under said Note. 

6. It is agreed that if we should exercise our option to cancel deliveries under 
said Contracts, or either of them, then, in such event, you shall have the right 1 
deliver to us during the six months’ notice period only the quantity of aluminur 
which you can then produce from (i) materials and supplies accumulated by you 
for the purpose of producing aluminum for delivery under said Contracts o1 
under the Contract so cancelled and which are still on hand when you receiv: 
notice of such cancellation, (ii) services, materials and supplies for which you may 
have made firm commitments for such purpose prior to your receipt of such notic« 
and (iii) such other services, materials and supplies as it may be necessary for 
to purchase in order to convert into aluminum the materials and supplies me: 
tioned under (i) and (ii) of this Paragraph 6. 

7. The agreements herein set out shall not in any way affect your obligatio: 
to pay the principal of the Note referred to in Paragraph 5 hereof in accordan 
with its terms; provided, however, that if pursuant to notice given as provided 
in Paragraph 2 hereof any aluminum should be delivered under said Contract 
or either of them after December 31, 1944, but before December 31, 1945, 
maturity date of said Note, and before full payment of said Note, then, in suc! 
event, there shall be deducted from the price of each pound of such aluminum, i 
addition to the 5¢ United States currency per pound deduction provided for 
Paragraph 4 hereof, the sum of o¢ United States currency per pound which w 
will credit on the principal of said Note as provided in Paragraph 3 of said Supple- 
mental Agreement dated April 18, 1944. 

8. With respect to aluminum heretofore or hereafter delivered by you to us a! 
placed in storage at your plants in Canada on or before December 31, 1944 
accordance with said Contracts, we will give you instructions (a) for the shipm 
of a quantity of such aluminum equal to that so delivered and stored pursuant 
the Contract dated March 6, 1942, so as to enable you to place said quantity 
such aluminum f. o. b. railroad cars at such of your plants in Canada as you ma 
elect on or before June 30, 1945, or on or before the last day of the sixth mont 
following the effective date of cancellation of dcliveries under said Contract 
whichever date shall be the earlier, and (b) for the shipment of a quantity of s 
aluminum equal to that so delivered and stored pursuant to the Contract dat 
April 1, 1942, so as to enable you to place said quantity of such aluminum f. 0 
railroad cars at such of your plants in Canada as you may elect oa or before J 
30, 1946, or on or before the last dav of the sixth month following the eff« 
date of cancellation of deliveries under said Contract, whichever date shall b 
earlier. Any aluminum placed in storage at your plants on or before Dece 
31, 1944, pursuant to either of said Contracts which, due to our failure to give 
shipping instructions as above provided, may remain in storage at vour pla 
after the earlier of the dates applicable under the next preceding sentence in | 
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case of that particular Contract, shall thereafter remain in such storage at our 
risk and expense and shall be shipped by you in accordance with shipping instruc- 
tions from us. 

With respect to aluminum hereafter delivered by you to us pursuant to notice 
given in accordance with Paragraph 2 hereof and placed in storage at your plants 
in Canada on or after July 1, 1945, in accordance with said Contracts, we will give 
you instructions for the shipment of such aluminum so as to enable you to place 
such aluminum f. o. b. railroad cars at such of your plants in Canada as you may 
elect on or before the last day of the sixth month following the completion of 
deliveries pursuant to such notice or on or before the last day of the sixth month 
following the effective date of cancellation of deliveries under said Contracts or 
either of them, as the case may be, whichever date shall be the earlier. Any of 
such aluminum which, due to our failure to give you shipping instructions as 
above provided, may remain in storage at your plants after the earlier of the dates 
applicable under the next preceding sentence, shall thereafter remain in such 
storage at our risk and expense and shall be shipped by you in accordance with 
shipping instructions from us. 

9. It is agreed that you shall not make any further request of Export-Import 
Bank of Washington for any loan or loans under the provisions of either of said 
Contracts, and that Export-Import Bank of Washington shall not be obligated 
to make any further loan or loans to you whether or not request therefor has 
heretofore been made. 

10. Except as modified hereby, all of the provisions of said Contracts as amended 
by said Supplemental Agreement dated April 18, 1944, are and shall continue to 
be in full force and effect. 

If the foregoing is acceptable to you, please have the three original counterparts 
of this letter which are enclosed herewith, each of which has been executed on 
behalf of Export-Import Bank of Washington, duly executed on behalf of your 
Company in the space indicated below. Two counterparts should be returned 
promptly to this office and the third retained for your files. This letter will then 
constitute a further amendment, as of August 1, 1944, to each of said Contracts, 
respectively. 

Very truly yours, 

MertTaAts RESERVE COMPANY, 
By Cuar.es B. HenpvERSON, President. 
Accepted and agreed to: 

ALUMINUM CoMPANY OF CANADA, LIMITED, 
By R. E. Powe.., President. 

Export-Import BANK OF WASHINGTON, 
By WarrEN L. Pierson, President. 
Approved: 
Jesse H. Jones, Secretary of Commerce. 


ScHEDULE A 


Deliveries to Metals Reserve Company after March 31, 1944, originally sched- 
uled under Aluminum Sales Contracts dated March 6, 1942, and April 1, 1942: 
Pounds 


Actual deliveries through March 31, 1944___ , 839, 154, 189 

Deliveries originally scheduled for- 
April 1944 ' 45, 650, 000 
May 1944. __-~ 45, 650, 000 
June 1944 45, 650, 000 
July 1944__- : . 45, 650, 000 
August 1944 ; : 45, 650, 000 
September 1944. - uti 45, 650, 000 
October 1944____ ; , 45, 650, 000 
November 1944. sli 45, 650, 000 
December 1944___ - 45, 645, 811 

Deliveries in 1945 as per Paragraph 5 of the within Agreement: 
January 1945_ - , ‘ 2 20, 000, 000 
February 1945 ; 20, 000, 000 
March 1945_- ; 20, 000, 000 
April 1945 ‘ ; bie 20, 000, 000 
May 1945__-_- , ’ 20, 000, 000 
|| Sted wave 20, 000, 000 


Total c Meth Ge ee p= 1, 370, 000, 000 
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Metats ReseRVE ComPANy, 
Washington 25, D. C., Jan. 20, 1945 
Re Aluminum Sales Contracts Nos. 3 and 4 dated March 6, 1942, and April | 
1942, respectively, as amended. 
ALUMINUM CoMPANY OF Canapba, LIMITED, 
1700 Sun Life Building, 
Montreal 2, Quebec, Canada. 

Dear Srrs: Reference ig made to the above Aluminum Sales Contracts (here- 
inafter called ‘‘said Contracts’’) between your Company and ourselves, to which 
Export-Import Bank of Washington is also a party, covering the sale by you to us 
of a total of 1,370,000,000 pounds of aluminum to be produced at your plants in 
Canada. 

By an amendment to said Contracts in the form of a Letter Agreement dat 
August 9, 1944, it was agreed that the delivery of 250,000,000 pounds of aluminum 
called for under said Contracts would be deferred until after June 30, 1945, and 
that, unless deliveries under said Contracts were cancelled, delivery of the whole 
or any part of said 250,000,000 pounds of aluminum would be commenced after 
June 30, 1945, only upon receipt from us of six months’ prior written notice of 
our desire to take delivery thereof. 

As of January 20, 1945, there remained undelivered under said Contracts a total 
of 249,964,757 pounds of aluminum, of whch 99,965,745 pounds are agreed to be 
applicable to said Contract dated March 6, 1942, and the balance of 149,999,012 
pounds is agreed to be applicable to said Contract dated April 1, 1942. 

As of January 20, 1945, the unapplied balance of the down-payments under said 
Contracts amounted to $12,498,237.85 (U. S. currency); you were indebted to us 
in the sum of $234,106.17 (U.S. currency), being the balance of your note dated 
April 1, 1943, due December 31, 1945; and you owed Export-Import Bank of 
Washington the principal amount of $11,730,000.00 (U. S. currency) on a series 
of ten-year notes issued in accordance with said Contracts and enumerated in the 
attached Schedule ‘‘A’’. The three sums above mentioned total $24,462,344.02 
(U. 8. currency). 

This will confirm the agreement reached in the discussions arising out of our 
request that you waive your right to the six months’ notice provided for in Para- 
graph 2 of said Letter Agreement dated August 9, 1944, and deliver to us 168,705,- 
821 pounds of aluminum on or before July 20, 1945, in payment of said sum of 
$24,462,344.02 (U. 8S. currency) upon the terms hereinafter set forth. If accept- 
able to you, said Contracts are hereby further amended as follows: 

1. The quantities ‘‘250,000,000” and ‘'100,000,000” and ‘'150,000,000"’, where 
ever they appear in Paragraphs 2 and 3 of said Letter Agreement dated August 9 
1944, are hereby deleted therefrom and replaced by the quantities ‘‘249,964,757” 
and «99. 965,745” and “149,999,012”, respectively. 

2. As soon as practicable consistent with your existing commitments, but 
any event not later than July 20, 1945, you shall deliver to us and we shall accept 
from you under said Contracts in payment of said sum of $24,462,344.02 AN. s 
currency) a total of 168,705,821 pounds of aluminum at a price of 15¢ (U.S. cur 
reney) per pound, less a fre ight allowance of 4¢ (U. S. currency) per pound, plus 
such additional quantity of aluminum as you ca av, as hereinafter provided, elect 
to deliver to fs at said price in lieu of the payment in cash of interest accruing 9 
and after February 15, 1945, on the notes enumerate din the attached Schedule 
and of the sum of $52,748.19 (U. S. eurre ney) referred to in Paragraph 4 here of 

Of the aluminum delivered pursuant to this Paragraph 2, two-fifths shall b 
deemed to be applicable to said Contract dated March 6, 1942, and three-fift 
shall be deemed to be applicable to said Contract dated April 1, 1942. 

The provisions of this Paragraph 2 shall replace and supersede as of January 
20, 1945, the provisions of Paragraph 4 of said Letter Agreement dated August 9 
1944, with respect to aluminum delivered pursuant to this Paragraph 2. 

3. (a) On or after February 15, 1945, Export-Import Bank of Washingto' 
shall sell and deliver to us, and we shall purchase, the notes enumerated in t! 
attached Schedule “A’’. As the purchase price for said notes we shall pay Export 
Import Bank of Washington in cash the outstanding principal amount. of ee 
notes as of the date of such purchase, plus any unpaid interest accrued ther 
from and including February 16, 1945, to, but not including, the date of such pur 
chase, It is hereby expressly agreed that by such payment and the delivery 
said notes to us we shall acquire and sueceed to, and shall thereafter have, all of 
the rights of Export-Import Bank of Washington under said notes and under sa 
Contracts with respect to said outstanding principal amount and interest aceruing 
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thereon commencing February 16, 1945, and the payment thereof as provided in 
said notes and said Contracts. 

(b) Except as hereinafter provided in subparagraph (c) of this Paragraph 3, 
we shall pay you for each pound of aluminum delivered pursuant to Paragraph 2 
hereof by applying to the principal of the notes enumerated in the attached 
Schedule ‘‘A”’ the sum of 14%¢ (U.S. currency) per pound until such time as the 
principal of said notes shall have been paid in full. Thereafter, we shall apply 
said sum of 144¢ (U. 8S. currency) per pound in payment of the principal of vour 
above-mentioned note dated April 1, 1943, until said note shall have been paid in 
full, and thereafter, we shall apply said sum of 14%¢ (U. 8. currency) per pound 
against, the unapplied balance of the down payment made by us under the Con- 
tract under which such aluminum is delivered. 

Said payments of 14%¢ (U.S. currency) per pound shall be so anplied against 
the notes enumerated in the attached Schedule ‘‘A”’ in the order of their respec- 
tive Maturities, and we shall forthwith cancel and return to vou each of said notes 
as soon as they shall have been paid in full by said payments. 

We shall cancel and return to you said note dated April 1, 1943, as soon as said 
note shall have been paid in full as provided herein. 

(c) You shall have the option to pay the interest which accrues after February 
15, 1945, on the notes enumerated in the attached Schedule ‘‘A’”’ either by pay- 
ments in cash or by the delivery to us of additional aluminum, in the manner 
and at the price specified in Paragraph 2 hereof, sufficient for such purpose. If 
you elect to pay such interest in cash, such payments shall be made monthly not 
later than the fifteenth (15th) day of the month next succeeding the month in 
which such interest accrued. If you elect to pay such interest by the delivery of 
aluminum, you shall submit to us on or before the fifteenth (15th) day of each 
month a statement showing the deliveries made to us during the next preceding 
month and allocating such deliveries between principal and interest accrued dur- 
ing that month. Such interest shall be calculated on the daily unpaid balance 
of said notes after applying the value of the aluminum delivered during each day 
first to interest (accrued to the date of delivery) and the balance to principal. 

4. On or before February 15, 1945, you shall pay to Export-Import Bank of 
Washington all interest upon the notes enumerated in the attached Schedule 
“A” accrued and unpaid up to and including February 15, 1945. 

On or before June 30, 1945, you shall pay to us in cash or by the delivery of 
sufficient additional aluminum, in the manner and at the price specified in Para- 
graph 2 thereof, the sum of $52,748.19 (U. 8. currency). being the interest payable 
on the balance of the down payment made by us under sait Contract dated 
April 1, 1942, and on said note dated April 1, 1943, as provi led in the second 
paragraph of Paragraph 5 of said Letter Agreement dated August 9, 1944. 

5. (a) We will give you instructions for the shipment of aluminum delivered 
by you to us pursuant to Paragraph 2 hereof so as to enable you to place said 
aluminum f. o. b. railroad cars, at such of your plants in Canada as you may 
elect, on or before January 20, 1946. 

Any of such aluminum which, due to our failure to give you shipping instruc- 
tions as above provided, may remain in storage at your said plants after January 
20, 1946, shall thereafter remain in such storage at our risk and expense and shall 
be shipped by you in accordance with shipping instructions from us. 

(b) You shall prepay all transportation costs with respect to aluminum deliv- 
ered and shipped by you to us hereunder and we shall reimburse you the full 
amount of such costs upon receipt of your invoices for same. 

6. (a) Upon completion of deliveries and payments as herein provided, the 
parties hereto shall be deemed to have discharged in full their respective duties 
and obligations under said Contracts as heretofore and hereby amended, pro- 
vided, however, that if any aluminum delivered under said Contracts shall remain 
in storage at your plants in Canada after July 20, 1945, then and in that event, 
the provisions of said Contracts, as heretofore and hereby amended, with respect 
to the storage of aluminum, the giving of shipping instructions with respect 
thereto and the shipment thereof, shall remain in full foree and effect until such 
time as all of such aluminum shall have been shipped from such storage, and pro- 
vided, further, that nothing herein contained shall in any way affect the respective 
obligations of the parties hereto under the letter agreement dated April 14, 1944, 
between said parties. 

(b) If any of the parties hereto should default with respect to its obligations 
inder said Contracts as heretofore and hereby amended, then and in that event 
the respective rights and obligations of said parties shall thereafter be governed 
by said Contracts as heretofore amended up to and including said Letter Agree- 
ment dated August 9, 1944. 
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7. Except as modified hereby, all of the provisions of said Contracts, as here- 
tofore amended, are and shall continue to be in full force and effect. 

If the foregoing is acceptable to you, please have the three original counterparts 
of this letter which are enclosed herewith, each of which has been executed on 
behalf of Export-Import Bank of Washington, duly executed on behalf of your 
Company in the space indicated below. Two counterparts should be returned 
promptly to this office and the third retained for your files. This letter wil 
then constitute a further amendment, as of the date hereof, to each of said Con- 
tracts respectively. 

Yours very truly, 
Metats RESERVE ComPANY, 
By Harvey J. GUNDERSON, 
Executive Vice President. 
Accepted and agreed to: 
ALUMINUM CoMPANY OF CANADA, LIMITED, 
By R. B. Powe ut, President. 
Export-IMport BANK OF WASHINGTON, 
By HawTuorneE Arey, Vice President. 
Approved: 
By Jesse H. Jones, 
Secretary of Commerce. 


ScHEDULE ‘“A”’ 


Principal amount outstanding on Feb. 15, 1945, and interest due to and including 
that date on notes issued by Aluminum Co. of Canada to Export-Import Bank of 
Washington 

j Principal 
Principal . 7 ve amount out- 
amount Maturity date | standing Feb. 
15, 1945 


| Unpaid interest 
accrued to Feb 


Date of note 
| 1, 1945, inclusive 


June 5, 1942 US8$1, 000,000 | - » &, 1952 US$900, 000 
May 7, 1943 2, 000,000 | May 7, 1953 1, 900, 000 
July 17, 1943 2, 500,000 | July 17, 1953 2, 375, 000 
Do , 000, 000 1 950, 000 
Aug. 14, 1943 , 500, 000 | z . 14, 1953 1, 425, 000 | 
Do 500, 000 do 475, 000 
Oct. 15, 1943 3, 200, 000 | 15, 1953 3, 040, 000 
Do 700, 000 do 665, 000 


US$18, 936. 99 


12, 400, 000 11, 730, 000 | 


ALUMINUM Sates Contract BETWEEN MetTats RESERVE COMPANY AND 
ALUMINUM CoMPANY OF CANADA, LIMITED, AND Export-IMport BANK OF 
WASHINGTON 

Dated as of April Ist, 1942 


(Known as Contract No. 4) 
AS AMENDED BY 


(a) Supplemental agreement between the parties, dated April 18th, 1944; 

(b) Letter from Metals Reserve Company to Aluminum Company of Canada, 
Limited, dated August 9th, 1944; and 

(c) Letter from Metals Reserve Company to Aluminum Company of Canada, 
Limited, dated January 20th, 1945. 

Contract made as of the Ist day of April, 1942, between 

Merauts Reserve Company (hereinafter called the ‘‘Buyer’’), a corporation 
duly created by Reconstruction Finance Corporation pursuant to Section 5d of 
the Reconstruction Finance Corporation Act, as amended, with its principal 
office at Washington, D. C. 

ALUMINUM CoMPANY OF CANADA, LimiTep (hereinafter called the ‘‘Seller’’), 
a corporation duly organized and existing under The Companies’ Act of th: 
Dominion of Canada, with an office at Montreal, P. Q., Canada, and 

Expor?-IMport BANK OF WASHINGTON (hereinafter called the ‘Bank’’), an 
Agency of the Government of the United States, with its principal office at 
Washington, D. C. 
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Witnesseth: 

Whereas, the Buyer was duly organized as an Agency of the Government of 
the United States to assist in the national defense program of the latter by ac- 
quiring and producing aluminum and certain other critical and strategic materials, 
and has been duly authorized to acquire aluminum in accordance with the terms 
of this Contract; and 

Whereas, in addition to the aluminum heretofore purchased by the Buyer 
from the Seller pursuant to a contract dated as of March 6, 1942, the Buver 
desires to purchase 370,000,000 pounds of aluminum from the Seller, of which 
296,000,000 pounds are intended for use or consumption in the United States 
and 74,000,000 pounds are intended for delivery to the governments of countries 
other than the United States pursuant to provisions of An Act to Promote the 
Defense of the United States, all upon the terms and conditions hereinafter set 
forth; and 

Whereas, the Seller is willing to sell the above-mentioned quantity of aluminum 
to the Buyer upon the condition that the Seller shall receive a down-payment of 
$18,500,000 and shall have the right to obtain from the Bank a line of credit not 
exceeding $9,250,000 to enable the Seller to expand the productive capacity of its 
plants and facilities, and upon the other terms and conditions hereinafter set 
forth; and 

Whereas, the extending of such line of credit will increase exports and imports 
and facilitate the exchange of commodities between the United States and Canada; 

Now, therefore, in consideration of the mutual promises and agreements herein 
contained and of other good and valuable considerations, it is hereby covenanted 
and agreed by and between the parties hereto as follows: 

1. Definitions.—Wherever used in this Contract 

(a) The term “aluminum” means virgin aluminum conforming to the following 
specifications: 


Aluminum 99. 3 percent minimum 
Copper 0. 1 percent maximum. 
Iron 0. 5 percent maximum. 
Silicon 0. 4 percent maximum. 
Magnesium 0. 03 percent maximum. 


Manganese 0. 03 percent maximum, 
Zine 0. 03 percent maximum. 
Other elements each 0. 03 percent maximum. 
Other elements total 0. 1 percent maximum. 


The aluminum shall be in ingots of the Seller’s standard form and shape, containing 
approximately 45 pounds each, and shall be of uniform quality and have a clean 
surface, free from dirt, slag, foreign materials or excessive dross. 

b) The term “contract period’? means the period ending December 31, 1945, 
or such later date as may be fixed pursuant to the provisions of paragraph 16 
hereof. 

(c) Amounts of money stated in terms of ‘‘Dollars’” and ‘“‘cents’’ are stated in 
terms of lawful money of the United States. 

2. Quantity.—The Seller hereby agrees to sell and deliver to the Buyer, and the 
Buyer hereby agrees to purchase, receive and pay for an aggregate of 370,000,000 
pounds of aluminum at the prices and times, and upon the terms and conditions 
hereinafter set forth. 

3. Schedule of deliveries.—The Seller shall deliver not less than 250,000,000 
pounds of aluminum on or before December 31, 1944, and the undelivered balance 
of the 370,000,000 pounds of aluminum purchased hereunder prior to the end of 
the contract period. The Seller estimates that said 250,000,000 pounds will be 
delivered as follows: 

Not less than 40,000,000 pounds in the calendar year 1942; 
Not less than 80,000,000 pounds in the calendar year 1943; and 
The undelivered balance in the calendar year 1944. 

The Seller will, from time to time and as often as the Buyer may reasonably 
request, furnish to the Buyer a further estimate of when deliveries will be made 
hereunder during the contract period. 

1. Delivery.—All deliveries hereunder, except as otherwise provided below, 
shall be f. o. b. railroad cars at such of the Seller’s plants in Canada as the Seller 
may elect. Packaging and packing shall be such as to insure acceptance by com- 
mon carrier for safe transportation. The Seller shall advise the Buyer from time 
to time and as often as the Buyer may reasonably request, of the quantity of 
aluminum available for delivery hereunder, and the Buyer shall furnish to the 
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Seller instructions with respect to the names of consignees of the aluminum so 
be delivered and the quantities and times of deliveries. The Seller shall use 
best efforts to arrange for shipments in accordance with such instructions and 
forward bills of lading, invoices, and related documents as directed by the Buye: 
Upon request of the Buyer, or in default of instructions for shipment to consign: 
as hereinabove provided, the Seller shall store in the open at the Seller’s expe: 
and risk (other than the risk of any natural deterioration resulting from s) 
storage) any aluminum deliverable hereunder, and shall issue and deliver to t 
Buyer a Storage and Ownership Certificate in the form hereto annexed as Exhil 
A certifying the quantity and location of the aluminum so stored, which shall co 
stitute delivery to the Buyer for the purposes hereof. The aluminum so stor 
shall be released from storage at such times and in such quantities as the Buyer 
shall request, but not later than six months after the end of the contract period or 
the effective date of cancellation of deliveries pursuant to paragraph 12 hereof, a: 
shall be placed at the Seller’s cost f. o. b. railroad cars at such of the Seller’s 
plants in Canada as the Seller may elect, in accordance with the foregoing pro 
visions relating to delivery and shipment. 

5. Price.—The base prices of the aluminum to be delivered hereunder shall | 
15¢ per pound in respect of 296,000,000 pounds and 17¢ per pound in respect of 
74,000,000 pounds. The base prices shall be subject to the following adjustments 

(a) Transportation costs—The costs of transportation of the aluminu 
including customary insurance, from f. o. b. railroad cars at such of the Seller's 
plants in Canada as the Seller may elect, to the destination specified by the Buve: 
in its sole discretion, shall be for the account of the Seller up to %¢ per poun 
of aluminum. The Buyer shall maintain records of such costs and the Seller sha! 
pay to the Buyer on the 15th day of each month the amount for which the Seller 
obligated pursuant to the provisions of this paragraph 5 (a). Such payment sha 
be made by credit against payments due by the Buyer in respect of the purchas 
price for deliveries hereunder. If there shall be no such payments then due by 
the Buyer, the Seller shall pay the amount for which it is obligated to the Buver 
in cash at New York, N. Y.,‘or at Washington, D. C., as the Buyer may elect. 

(b) Production costs.—If the Seller’s costs in respect of labor employed in th 
production of aluminum in Canada and the transportation of bauxite from thx 
sources of supply to the Seller’s plants in Canada shall increase or decrease, tli 
base prices shall be adjusted as follows: 

Labor. Price, Waterhouse & Co., of Montreal, P. GQ. (hereinafter called the 
“‘Auditors’’) shall make an independent determination of the average wage rati 
per hour paid by the Seller for all labor employed on an hourly basis in th 
production of aluminum in Canada for the six months’ period beginning Januar 
1, 1941 (hereinafter called the ‘base period’’), which rate is hereinafter referred 
to as the “base wage rate’. The Auditors shall make a similar determinatio: 
on a comparable basis for the six months’ period beginning July 1, 1941, and for 
each six months’ period thereafter. Such computation for any such six months 
period is hereinafter referred to as the “subsequent wage rate’’. 

The Auditors shall also make an independent determination of the percentag 
proportion that the cost of labor employed on an hourly basis by the Seller in th 
production of aluminum in Canada bears to the Seller’s total cost of producti: 
for the six months’ period beginning July 1, 1941, and for each six months’ period 
thereafter. Such percentage is hereinafter referred to as the ‘“‘labor percentage 

Any increase or decrease in the subsequent wage rate as compared with th: 
base wage rate shall be used to adjust the base prices in accordance with t! 
following formula: 

If there shall be an increase in the subsequent wage rate, the percentag 
of such increase over the base wage rate shall be multiplied by the lab 
percentage for the six months’ period for which the subsequent wage rat: 
shall have been determined, and the resulting percentage shall be that 
which the base prices shall be increased. For example, if the subsequen' 
wage rate shall increase 10% over the base wage rate and the labor percentag: 
shall be 20%, the base prices shall be increased by 2% thereof. 

Similarly, in the case of a decrease in the subsequent wage rate, the pe! 
centage of such decrease under the base wage rate shal! be multiplied by t! 
labor percentage, and the resulting percentage shall be that by which t 
base prices shall be decreased. 

The base prices as so adjusted shall be applied to all deliveries in the six mont! 
period next following that for which such adjustment shall have been determined 
For example, the base prices with respect to deliveries in the six months’ peri 
beginning January 1, 1942, shall be adjusted for the increase or decrease in t! 
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subsequent wage rate in the six months’ period immediately prior thereto in 
accordance with the formula set forth above. 

Transportation.—The Auditors shall make an independent determination of the 
Seller’s average cost per ton incident to the transportation of bauxite from the 
point of shipment to the Seller’s plants in Canada for the base period, including, 
without limiting the generality of the foregoing, ocean and inland freight, insur- 
ance, expense of transshipment and of unloading at point of destination, and 
charges incident thereto. The said average cost per ton is hereinafter referred to 
as the ‘‘base transportation rate.”” The Auditors shall make a similar determina- 
tion on a comparable basis for the six months’ period beginning July 1, 1941, and 
for each six months’ period thereafter. The average cost per ton for any such six 
months’ period is hereinafter referred to as the ‘subsequent transportation rate.”’ 

The Auditors shall also make an independent determination of the percentage 
proportion that said average cost per ton bears to the Seller’s total cost of pro- 
duction for the six months’ period beginning July 1, 1941, and for each six months’ 
period thereafter. 

Any increase or decrease in the subsequent transportation rate as compared 
with the base transportation rate shall be used to adjust the base prices in accord- 
ance with the formula set forth above with respect to the adjustment for labor 
costs, and the base prices as so adjusted shall be applied to all deliveries in the 
next sueceeding six months’ period. 

The Auditors shall furnish to the Buyer and the Seller their certificate setting 
forth the net adjustment in the base prices after giving effect to the two adjust- 
ments hereinabove described. 

The expense of making the said determinations and of obtaining the Auditors’ 
certificate, shall be paid by the Seller. In the event that the Auditors shall be 
unable or unwilling to act, the Buyer and the Seller shall agree upon some other 
mutually satisfactory chartered public accountant. 

6. Payment.—The purchase price for the aluminum to be delivered hereunder 
shall be paid by the Buyer to the Seller at Montreal, P. Q., as follows: On the 
15th day of each month the Buver shall pay to the Seller the aggregate amount set 
forth in the invoices received from the Seller for the aluminum delivered hereunder 
during the preceding month, less the amount of any credits to which the Buyer 
may be entitled pursuant to the provisions of paragraphs 5 (a) and 9 hereof. 
Each invoice shall show the total weight and the price of the aluminum covered 
thereby, and shall be accompanied by (i) the Seller’s Certificate of Analysis setting 
forth the lot numbers, cast numbers, number of pieces per cast, and weight and 
analysis of each cast; and (ii) copy of bill of lading of original Storage and Owner- 
ship Certificate, as the case may be. The price shall be computed at the base rate 
of 15¢ per pound in respect of eighty per cent of the aluminum covered by each 
invoice and 17¢ per pound in respect of the balance of twenty per cent, in each case 
as adjusted pursuant to paragraph 5 (b) hereof, less the sum of 5¢ per pound which 
shall be applied against the down payment provided for in paragraph 7 hereof. 

If deliveries shall be made in any six months’ period prior to the time that the 
\uditors’ certificate provided for in paragraph 5 (b) hereof shall have been fur- 
nished setting forth the net adjustment applicable to such period, the inveices for 
such deliveries shall be computed on the basis of the prices applicable to the 
preceding six months’ period and shall bear an appropriate legend that such 
invoices are subject to adjustment pursuant to said paragraph 5 (b). When the 
Auditors’ certificate shall have been furnished, the Seller shall deliver to the Buyer 
a debit note or credit memorandum, as the case may be, stating the cumulative 
amount of the adjustment to be made at the time of the payment next due by the 
Buyer in respect of the purchase price for deliveries hereunder. 

7. Down Payment.—In order to enable the Seller to undertake the expansion of 
the productive capacity of its plants and its facilities for the production of raw 
materials in Canada and elsewhere necessary for the performance by the Seller 
of its obligations hereunder, the Buyer shall, within fifteen days after the execution 
and delivery of this Contract, pay to the Seller at Montreal, P. Q., the sum of 
$18,500,000 as a down payment to be applied on the purchase price for the 
aluminum to be delivered hereunder at the rate of 5¢ per pound as provided in 
paragraph 6 hereof. The Seller may use said down payment for such purpose or 
purposes as it may determine in its sole discretion, and it shall be under no duty 
whatsoever to account to the Buyer for the application of said down payment 
except as expressly provided in said paragraph 6 and in paragraph 13 hereof. 

8. Loan to seller.—Ilf the Seller shall so request during the contract period, as 
defined in paragraph 1 (b) hereof, whether or not the Buyer shall have exercised 
its option to cancel deliveries hereunder as provided in paragraph 12 hereof, the 
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Bank will make a loan or loans to the Seller upon the terms and conditions 
hereinafter set forth. 

Such loan or loans shall in no event be in an aggregate amount greater tha; 
$9,250,000 and, unless the Buyer shall have canceled deliveries hereunder pursuant 
to paragraph 12 hereof, such loan or loans shall be in an aggregate amount 
greater than the amount theretofore applied pursuant to the provisions 0 
yaragraph 6 hereof against the down payment provided for in paragraph 7 hereof 

he loan or loans shall be evidenced by a note or notes of the Seller in substantially 
the form hereto annexed as Exhibit B and shall be made in one sum or, at thy 
option of the Seller, from time to time in instalments which shall in each case hy 
in an amount of $50,000 or a multiple thereof. Each note shall mature ten years 
after the date thereof and may be prepaid in whole or in part on any interest 
payment date, upon not less than sixty days’ written notice to the Bank, and 
shall be prepaid to the extent of five per cent of the principal amount thereof o; 
each anniversary of the date thereof until maturity. The notes shail bear interest 
at the rate of three per cent per annum on the balance thereof from time to tim: 
remaining unpaid, payable annually. 

Each request for a loan shall be accompanied by a statement of the Seller wit! 
respect to the amount which the Seller is then entitled to borrow under the terms 
of this paragraph 8. If the Bank shall so request, the Buyer shall furnish it wit} 
a like statement. 

9.. Analysis and weight.—The Buyer shall have the right to have the aluminun 
analyzed and weighed by an analyst and weigher satisfactory to the Buyer and 
the Seller, in accordance with recognized commercial practice, at any point of 
destination in the United States specified by the Buyer, the cost of such analysis 
and weighing to be for the account of the Buyer. In the event that the aluminum 
does not conform to the specifications and requirements set forth in paragrap! 
1 (a) hereof, the Buyer may reject the same, and the Seller shall forthwith deliver 
to the Buyer an equal quantity of aluminum conforming to said specifications and 
requirements, the cost of effecting such substitution at the point of destination t 
be for the account of the Seller. The Buyer shall hold the rejected aluminum for 
the account and risk of the Seller, pending the receipt of instructions from thy 
latter. If the Buyer shall elect to have the aluminum weighed, counting and 
weighing of ingots shall be effected upon arrival of the aluminum at the point 
destination, and the Seller shall not be liable for any shortage in the numbe 
ingots set forth in the bill of lading. If the weight so determined, after due allow 
ance for any shortage in the number of ingots, shall be less than that stated in th: 
Seller’s weight certificate by more than one-tenth of one per cent, the purchas: 
price value of such shortage in weight shall be credited against the payments dix 
by the Buyer in respect of the purchase price for deliveries hereunder. 

10. Title.—Title to the aluminum delivered hereunder shall pass to the Buyer 
upon the issuance of railroad bill of lading made out in accordance with the Buyer's 
instructions covering the aluminum on railroad cars at such of the Seller’s plants 
in Canada as the Seller may elect, or upon the issuance in favor of the Buyer of thy 
Seller’s Storage and Ownership Certificate, as the case may be. Said documents 
shall bé delivered in accordance with instructions of the Buyer. 

11. Export and import tares.—United States import tax (duty), if any,on thi 
aluminum shall be for the account of the Buyer. Export tax (duty), if an) 
imposed by the Dominion of Canada or any political subdivision thereof on t! 
aluminum shall be for the account of the Seller. 

12. Buyer's option to cancel deliveries —The Buyer may cancel deliveries under 
this Contract at any time, regardless of the Buyer’s default hereunder, upon sis 
months’ written notice to the Seller. In the event of such ecancellacion, the Selle: 
shall retain the unapplied balance of the down-payment provided for in para 
graph 7 hereof, and the Buyer shall pay to the Seller at Montreal, P. Q., wit! 
fifteen days after the effective date of cancellation, a sum equal to 1¢ per pound 
aluminum which shall not have been delivered at such date. 

13. Cancellation in Event of Default.—In addition to the option of the Buyer | 
cancel deliveries hereunder upon the terms and conditions set forth in paragrap! 
12 hereof, this Contract may be canceled at any time in the event of (a) an ad 
dication that the Seller is insolvent or bankrupt, the appointment of a Receiver 
for the Seller or its property, or the making by the Seller of an assignment for 
the benefit. of creditors, (b) the liquidation or dissolution of the Seller, whether 
voluntary or involuntary, or (c) any default by the Seller in the performance 
any of the terms or conditions of this Contract, except under the conditions s: 
forth in paragraph 16 hereof, and the continuance of such default for a period of 
sixty days after the giving of written notice thereof by the Buyer to the Seller. 
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In any such event, the Bank shall no longer be obligated to make loans to the 
Seller as provided in paragraph 8 hereof, and the note or notes evidencing any loan 
or loans theretofore made pursuant to said paragraph 8 shall become due and pay- 
able on the date ofsuch cancellation, and the Seller shall pay to the Buyer in cash 
at New York, N. Y., or Washington, D. C., as the Buyer may elect, the balance of 
the down payment provided for in paragraph 7 hereof, after giving effect to the 
amounts theretofore applied against such down-payment pursuant to the provi- 
sions Of paragraph 6 hereof. 

14. Assignment.—The Seller shall not transfer, assign, pledge or otherwise 
dispose of this Contract, or of any interest or right of the Seller herein, without 
the written consent of the Buyer and the Bank. 

15. Waiver.—The failure of any of the parties hereto to insist, in any one 
or more instances, upon the performance of any of the terms or conditions hereof 
shall not be construed as a waiver or relinquishment of the right to insist upon 
the future performance of any such term or condition. 

16. Force amjeure.—Neither the Buyer nor the Seller shall be responsible for 
delays, failures or omissions due to any cause or causes beyond its control, however 
arising, and which cannot be overcome by due diligence, including, without limit- 
ing the generality of the foregoing, the inability of the Seller to obtain steamers or 
other vessels or railroad cars of a capacity sufficient to transport the raw materials 
required by the Seller for the production of the aluminum to be delivered here- 
under and the inability of the Buyer to effect the exportation of the aluminum 
from Canada to the United States. Upon the cessation or rectification of the 
cause or causes delaying performance hereunder, each date specified in this Con- 
tract for the performance of any of the terms or provisions thereof, other than the 
payment of the principal of the loan or loans provided for in paragraph 8 at the 
expressed maturity date thereof, shall be extended by the number of days during 
which performance was so delayed and, except as so amended, this Contract shall 
be performed in the same manner and to the same extent as if performance here- 
under had not been suspended. 

17. Status of seller—The Seller hereby warrants and represents that in the 
making of this Contract it is not acting in any manner whatsoever for or on behalf 
of the government of any state or dominion, or of any political subdivision thereof. 

18. Statutory provisions.—It is not practicable for the Buyer to require pay- 
ments hereunder to be used for the purchase of raw or manufactured agricultural 
commodities to be exported from the United States. 

No member of or delegate to the Congress of the United States shall be admitted 
to any share or part of this Contract, or to any benefit arising therefrom, but 
this provision shall not be construed to extend to this Contract insofar as it is 
made with a corporation for its general benefit. 

i9. Notice.—Any notice hereunder shall be sufficient if given in writing to the 
Seller at 1700 Sun Life Building, Montreal, P. Q., and to the Buyer and the Bank 
at 811 Vermont Avenue NW., Washington, D. C., or to such other address as 
any of the parties may hereafter specify to the others in writing. 

In witness whereof, ALUMINUM CoMPANY OF CANADA, LimiTrep, has caused this 
Contract to be executed in its corporate name by its officers thereunto duly 
authorized and its corporate seal to be hereunto affixed at Montreal, P. Q., and 
Export-IMporT BANK OF WASHINGTON and MetTats RESERVE CoMPANY have 
caused this Contract to be executed in their corporate names by their respective 
officers thereunto duly authorized and their corporate seals to be hereunto affixed 
at Washington, D. C., all as of the day and year first above written. 

ALUMINUM CoMPANY OF CANADA, LIMITED, 
By R. E. Powe.t, President. 

Attest: 

H. R. Wake, Secretary. 
Export-Import BANK OF WASHINGTON, 
By WarREN C. Vinson, President. 

Attest: 

HAWTHORNE Arey, Secretary. 

Merauts ReEseERVE CoMPANY, 
By G. Temp_e BripGMan, 

Executive Vice President. 

Attest: 

Ferris B. Tuomas, Acting Secretary. 

\pproved: 
Jesste H. JoNEs, 
Secretary of Commerce, 


80861—51—ser. 1, pt. 133 
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Exuisir A 


STORAGE AND OWNERSHIP CERTIFICATE OF ALUMINUM COMPANY OF CANAD 
LIMITED 


(P lace) (Date) 


The undersigned Company hereby certifies that it has received and holds i 
storage at 
(Describe location of storage) 


for Metals Reserve Company, Washington, D. C., _..pounds 

virgin Aluminum Ingot of 99.3% guaranteed minimum purity, conforming to th 
specifications and requirements of the Contract, dated as of April 1, 1942, betwe« 
Aluminum Company of Canada, Limited, Metals Reserve Company, and Export 
Import Bank of Washington, and described as follows: 


eS. Or Fist Pieces _- Pounds 


and that said aluminum is owned by Metals Reserve Company and will be stored 
and shipped in accordance with the aforesaid Contract. 
ALUMINUM COMPANY OF CANADA, LIMITED, 


ExuiBir B 
Mon TreEAL, P. Q., 


For value received, the undersigned promises to pay to Export-Import Bank of 
Washington (hereinafter called the ‘‘Bank’’), or order, at the office of the Bank 
in the C ity of Washington, District of Columbia, the principal sum of _- 

) with interest on said principal sum, or the balance thereo! 
rate time to time remaining unpaid, at the rate of three percent (3%) per annun 
Both principal and interest are payable in lawful money of the United States o 
America. 

Interest on outstanding balances of principal shall be paid on - - - 


194__ and on the so any (Of: ._.. in each year thereafter 
Principal shall be paid in instalments as follows: 


The sum of $_- Sika Dear _...., 194__, and on the 


day of - P in each year thereafter to and including 


, 195__, and the sum of $ 
ee 


This note may be prepaid in whole or in part on any interest-payment da 
upon the giving of not less than sixty (60) days’ written notice to the Bank, a 
any partial prepayment shall be applied against the instalments of principal 
the inverse order of their maturity. 

In case the undersigned shall default in the payment of interest hereon or 
any instalment of principal hereof in accordance with the terms of this not« 
in case certain events specified in a contract, dated as of April 1, 1942, betw 
the undersigned, the Bank, and Metals Reserve Company, or any of such eve! 
shall occur, the principal hereof shall, at the election of the Bank, become 
mediately due and payable without presentation, demand, protest, or notice 
any kind, all of which are hereby expressly waived. 

ALUMINUM ComPANY OF CANADA, LIMITED, 
By es ‘ 
President 
By mie 
Tre asure 
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Payments have been made on account of the principal of the within note as follows: 








DA, Amount Date Authorized officer 

















This supplemental agreement, dated the 18th day of April 1944, between 
Metats Reserve Company (hereinafter called “ Buyer’), a corporation duly 
created by Reconstruction Finance Corporation pursuant to Section 5d of the 


he Reconstruction Finance Corporation Act, as amended, with its principal office at 

~ Washington, D. C., " 

=. ALUMINUM COMPANY OF CANADA, Limirep (hereinafter called “Seller’”’), a 
corporation duly organized and existing under The Companies’ Act of the Domin- 


ion of Canada, with its principal office at Montreal, P. Q., Canada, and 
Export-Import BANK or WASHINGTON, an Agency of the Government of the 
United States, with its principal office at Washington, D. C. 
ed Witnesseth: 
Whereas, the parties hereto are parties to two certain Aluminum Sales Con- 
tracts, the first, dated as of March 6, 1942, providing for the sale of 1,000,000,000 
pounds of aluminum by Seller to Buyer, and the second, dated as of April 1, 
1942, providing.for the sale of 370,000,000 pounds of aluminum by Seller to 
Buyer (said contracts being hereinafter collectively referred to as the ‘‘Contracts’’) ; 
and 
Whereas, the parties hereto desire to amend the terms, provisions, and conditions 
of the Contracts in the respects hereinafter in this Supplemental Agreement set 
of forth; 


nk Now, therefore, in consideration of the mutual promises and agreements herein 
; contained, and of other good and valuable considerations, it is hereby covenanted 
of and agreed by and between the parties hereto as follows: 

mn 1. Each of the Contracts is hereby amended to provide that the base price of 
of all aluminum delivered thereunder after October 31, 1943 shall be 15% United 


States currency per pound. 
; 2. Except as provided in this Paragraph 2, each of the Contracts is hereby 
amended by deleting Paragraph 5 (b) thereof in its entirety and by deleting all 
Tr. provisions in the Contracts which relate to any adjustment of the base prices 
by virtue of the provisions of said Paragraph (5) b. In lieu of the adjustment of 
the base prices provided for in said Paragraph 5 (b), the base price or prices in 
respect of all aluminum delivered and to be delivered under the Contracts shall 
be adjusted as follows: 

The Auditors named in Paragraph 5 (b) of each of the Contracts (hereinafter 
called the “ Auditors’) shall make an independent determination of Seller’s 
average cost per pound of producing aluminum in Canada during the six months’ 
period beginning January 1, 1941, which average cost is hereinafter referred to as 
the ‘‘Average base period cost per pound in Canadian currency.” 

The Auditors shall make a similar determination on a comparable basis for 
the three months’ period beginning October 1, 1941 and for each quarterly period 
thereafter in which aluminum shall be delivered under the Contracts, or either of 
them, the average cost for any such quarterly period being hereinafter referred to 
as the ‘Average subsequent period cost per pound in Canadian currency”’. 

In computing the average base period cost per pound in Canadian currency 
and the average subsequent period cost per pound in Canadian currency, as afore- 
said, there shall be included all production costs in accordance with accepted 
accounting practice, except all expenditures, allowances, or charges of every kind 
for or on account of or representing (1) general engineering, purchasing and ad- 
ministration at the principal office of Seller at Montreal, P. Q.; (2) special wartime 
allowances to amortize the cost of plant expansion as allowed to Seller for tax 
purposes by agreement with the Government of the Dominion of Canada; (3) 
interest, other than that element of interest taken into account in arriving at a 
rate per H. P. year for the electric energy used and the production of aluminum 
and produced from facilities owned by Seller. Such interest as may be payable 
or become payable in respect of the advance down-payment of $68,500,000 by 
Buyer, or any part thereof, shall be excluded from the computation of the rate per 
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H. P. year; (4) the annual net profit before provisions for Canadian taxes, if any. 
made by any subsidiary or affiliate of Seller on any materials or services supplied 
by it to Seller during any subsequent period where such subsidiary or affiliate 
did not supply any similar materials or services to Seller during the base period. 
The annual adjustment in accordance with this subparagraph (4), if any, shall be 
made in the computation for the final quarter of each year, except that the adjust 
ment, if any, with respect to deliveries during the last year in which deliveries 
under the Contracts are made shall be made in the computation for the quarter 
in which deliveries under the Contracts terminate; and (5) that portion of any 
margin of annual profit made by any subsidiary or affiliate of Seller on any ma- 
terials or services supplies by it to Seller which exceeds the margin of profit 
made by such subsidiary or affiliate in the year 1941. The annual adjustment in 
accordance with this subparagraph (5), if any, shall be made in the computation 
for the final quarter of each year, except that the adjustment, if any, with respect 
to deliveries during the last year in which deliveries under the Contracts are made 
shall be made in the computation for the quarter in which deliveries under the 
Contracts terminate. This subparagraph (5) shall not apply to any such sub- 
sidiary or affiliate which carries on the business of a publie carrier and charges 
rates approved by the Board of Railway Commissioners of Canada. 

The average base period cost per pound in Canadian currency shall be trans- 
lated into United States currency at the Canadian Foreign Exchange Control 
Board’s official buying rate for United States dollars in the six months’ period 
beginning January 1, 1941, the resulting figure being hereinafter referred to as 
the ‘‘ Average base period cost per pound in United States currency.”’ 

If the average subsequent period cost per pound in Canadian currency for any 
quarterly period for which such cost shall be determined shall vary by 14¢ Cana- 
dian currency or more per pound from the average base period cost per pound in 
Canadian currency, such average subsequent period cost per pound in Canadian 
currency shall be translated into United States currency at the Canadian Foreign 
Exchange Control Board’s average daily buying rate for United States dollars in 
said quarterly period. The resulting figure in United States currency in herein- 
after referred to as the ‘Average subsequent period cost per pound in United 
States currency.” 

The Auditors shall compute for each quarterly period in which aluminum shall 
be delivered under the Contracts, or either of them, the amount by which the 
average subsequent period cost per pound in United States currency, if any, for 
such quarterly period varies from the average base period cost per pound in 
United States currency and they shall furnish to Buyer and Seller their certificate 
setting forth the result of such computation and certifying that the computation 
has been made in accordance with the provisions of this Supplemental Agreement 
and does not include any amounts on account of items excluded from production 
costs by the provisions of this Supplemental Agreement. Seller shall forthwith 
upon receipt of such certificate multiply the total number of pounds of aluminum 
delivered under the Contracts during the quarterly period for which such com- 
putation is made by the result of such computation and shall issue an invoice or 
credit note to Buyer for the amount obtained by such multiplication. Within 
ten days from the receipt-of such invoice or credit note accompanied by two 
original counterparts of the related Auditor’s certificate issued in accordance with 
the provisions hereof, Buyer shall pay to Seller at Montreal, P. Q., or Seller shall 
pay to Buyer at New York, N. Y., or Washington, D. C., as Buyer may elect 
the amount shown by such invoice or credit note to be owing by Buyer to Seller 
or by Seller to Buyer, as the case may be. 

3. On the basis of certificates furnished by the Auditors, the parties hereto 
agree that by virtue of the amendment of the Contracts contained in the fore- 
going Paragraph 2, Seller is obligated to refund to Buyer the sum of $1,030,277.91 
United States currency in respect of all aluminum delivered under the Contracts 
prior to April 1, 1943, representing the difference between the aggregate amount 
paid by Buyer to Seller for adjustments under Paragraph 5 (b) of the Contracts 
prior to this Supplemental Agreement for such deliveries and the aggregat: 
amount payable by Buyer to Seller for adjustments in accordance with the pro- 
visions of the foregoing Paragraph 2 for such deliveries. Adjustment of th 
base price or prices in respect of aluminum delivered under the Contracts on 
and after April 1, 1943 shall be made in accordance with the provisions of 
Paragraph 2 hereof. 
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Upon the execution and delivery of this Supplemental Agreement, Seller shall 
forthwith execute and deliver to Buyer, Seller’s promissory note dated April 1, 
1943 in the amount of $1,030,277.91 United States currency drawn to the order 
of Buyer, in substantially the form hereto annexed as Exhibit A. Within ten 
days after delivery to and acceptance by Buyer of said promissory note Seller 
shall pay to Buyer and Buyer shall credit on the principal of said promissory 
note as of the date of such payment a sum equal to 4o¢ United States curreney 
per pound in respect of all aluminum delivered under the Contracts on and after 
April 1, 1943 and prior to November 1, 1943. 

In addition to the 5¢ United States currency per pound deduction from the 
price as provided in the Contracts, there shall be deducted by Seller from each 
invoice in respect of deliveries on and after November 1, 1943 the sum of 0¢ 
United States curreney per pound in respect of the aluminum covered by each 
such invoiee until the total of the amounts so deducted, when taken together 
with the payment made pursuant to the preceding subparagraph in respect of 
deliveries on and after April 1, 1943, and prior to November 1, 1943, shall equal 
the principal of said promissory note. The Buyer shall, as of the end of each 
month, commencing with midnight November 30, 1943, ¢redit on the principal 
of said promissory note the aggregate amount deducted as aforesaid from. the 
invoices covering deliveries under the Contracts during each such month. Said 
promissory note shall remain in full force and effect regardless of the termination 
of the Contracts, or either of them, provided, however, that Seller may prepay 
said note in whole or in part at any time. 

Seller shall pay interest on the balance of the principal of said promissory note 
from time to time remaining unpaid, as determined in the manner hereinabove 
provided, at the rate of 3% per annum, payable April 1, 1944 and semiannually 
thereafter. ’ 

4. Upon the execution and delivery of this Supplemental Agreement, Seller 
shall pay to Buyer the sum of $3,446,315.56 United States currency, being 
interest at the rate of 3% per annum upon the balances from time to time re- 
maining unpaid of the down-payments made by Buyer to Seller pursuant to 
Paragraph 7 of the Contracts from the respective dates of such down-payments 
to October 1, 1943. 

On April 1, 1944 and semi-annually thereafter, Seller shall pay to Buyer 
interest at the rate of 3% per annum on the balances of said down-payments 
from time to time remaining unpaid on and after October 1, 1943. 

In computing the amount of interest payable by Seller to Buyer under this 
Paragraph 4 and the amount of balances of said down-payments from time to 
time remaining unpaid, the 5¢ United States currency per pound of aluminum 
to be applied on the down-payments shall be applied as of the end of each 
month in respect of aluminum delivered in said month. 

Cancellation of the Contracts, or either of them, by Buyer at its option shall 
automatically, on the effective date of such cancellation, release Seller from its 
obligation under this Paragraph 4 to pay interest upon the then remaining bal- 
ance or balances of the down-payment or down-payments, respectively, made by 
Buyer under the Contract or Contracts so cancelled, as the case may be. 

Cancellation of the Contracts, or either of them, by Buyer for default of Seller 
thereunder shall not release Seller from its obligation to pay interest to Buyer in 
accordance with this Paragraph 4. 

5. All payments, credits, deductions, settlements, or adjustments heretofore or 
hereafter made either upon a final or provisional basis under the Contracts or in 
anticipation of this Supplemental Agreement shall be adjusted to conform to the 
provisions of this Supplemental Agreement. 

6. Except as herein expressly amended or modified, all of the terms, provisions 
and conditions of the Contracts, as heretofore amended, shall continue in full 
force and effect. 

In witness whereof, ALUMINUM Company or Canapa, Limirep has caused this 
Supplemental Agreement to be executed in its corporate name by its officers 
thereunto duly authorized and its corporate seal to be hereunto affixed at Mon- 
treal, P. Q., and Export-Import BANK or WASHINGTON and Mera.ts RESERVE 
ComPANY have caused this Supplemental Agreement to be executed in their cor- 
porate names by their respective officers thereunto duly authorized and their re- 
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spective corporate seals to be hereunto affixed at Washington, D. C., all as of the 
day and year first above-written. 
ALUMINUM CoMPANY oF CANADA, LIMITED, 
By R. E. Powe tu, President. 
Attest: 
F. T. Famut, 
Treasurer. 
Export-Import BANK OF WASHINGTON, 
By HawrHorne Arey, Vice President. 
Attest: 
Maurice WINGER, 
Assistant Secretary. 
Metats RESERVE ComMPANY, 
By H. DeWrrr Situ, Executive Vice President, 
Attest: 
Ferris B. THomas, 
Secretary. 
Approved: 
Jesse H. Jones, 
Secretary of Commerce. 
Exuipit A 
$1,030,277.91 Montreal, P. Q., April 1, 1943 

For value received, the undersigned promises to pay to Metals Reserve Company 
(hereinafter called the ‘“‘Noteholder’’), or order, on December 31, 1945, at the 
office of the Noteholder in the City of Washington, District of Columbia, the 
orincipal sum of One Million Thirty Thousand Two Hundred Seventy-seven 

Jollars and Ninety-one Cents ($1,030,277.91), with interest on said principal sum, 
or the balance thereof from time to time remaining unpaid, at the rate of three 
per cent (3%) per annum. Both principal and interest are payable in lawful 
money of the United States. 

This Note is issued under and pursuant to a certain Supplemental Agreement 
dated April 18, 1944, between the undersigned, Metals Reserve Company and 
Export-Import Bank of Washington, to which reference is hereby made. 

The principal of this Note shall be payable only at the time or times and in the 
manner provided in said Supplemental Agreement, provided, however, that any 
balance thereof outstanding on December 31, 1945, shall be paid on that date. 

Interest accrued to April 1, 1944, on outstanding balances of the principal of this 
Note shall be paid within ten days after the execution of said Supplemental 
Agreement and semiannually thereafter on the first day of October and the first 
day of April in each year. 

This Note may be prepaid in whole or in part at any time. 

In case the undersigned shall default in the payment of interest hereon or of any 
installment of principal hereof when the same shall become due and payable in 
accordance with the terms of this Note and of said Supplemental Agreement, th 
principal of this Note, together with interest accrued thereon, shall, at the option 
of the Noteholder, become immediately due and payable with interest after th 
date of default at the rate of 5% per annum, without presentation, demand, 
protest or notice of any kind, all of which are hereby expressly waived. 

ALUMINUM CoMPANY OF CANADA, LIMITED, 


President. 


Tre asurer 


Attest: eas 
Secreiar y. 
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Payments have been made on account of the principal of the within note as follows: 





Amount Date Authorized officer 











Merauts RESERVE CoMPANY, 
Washington 25, D. C., August 9, 1944. 
Re Aluminum Sales Contracts Nos. 3 and 4, dated March 6, 1942, and April 1, 
1942, respectively. 
ALUMINUM CoMPANY OF CaNapDA, LIMITED, 
1700 Sun Life Building, Montreal, Quebec, Canada. 

Dear Stirs: Reference is made to the above Alunimum Sales Contracts (here- 
inafter called ‘“‘said Contracts’’) between your Company and ourselves, to which 
Export-Import Bank of Washington is also a party, covering the sale by you to us 
of a total of 1,370,000,000 pounds of aluminum to be produced at your plants in 
Canada. 

This will confirm the agreement reached in the discussions arising out of our 
request that you curtail deliveries of aluminum during the last five months of this 
year and defer the delivery of the balance of the aluminum which will remain un- 
delivered under said Contracts as of January 1, 1945. If acceptable to you, said 
Contracts are hereby further amended as follows: 

1. The agreements herein set out shall replace and supersede, as of August 1, 
1944, the agreements set out in our letter to you of April 15, 1944, with reference 
to the deferment of deliveries under said Contracts. 

2. The delivery of 250,000,000 pounds of the aluminum called for under said 
Contracts shall be deferred until after June 30, 1945, and except as provided in 
Paragraph 6 hereof delivery of the whole or any part of said 250,000,000 pounds 
of aluminum shall be commenced after said date only upon receipt from us of six 
months’ prior written notice of our desire to take delivery thereof. We shall have 
the right to give you one or more such notices. You shall deliver the quantity of 
aluminum stated in each such notice at such rate as shall be mutually agreed upon 
following the giving of such notice. Of said 250,000,000 pounds, 100,000,000 
pounds shall be applied against the Contract dated March 6, 1942, and the balance 
of 150,000,000 pounds shall be applied against the Contract dated April 1, 1942. 

3. During the last five months of 1944 you shall deliver to us the balance of the 
aluminum now remaining to be delivered under said Contracts, less the above- 
mentioned 250,000,000 pounds. 

4. We will pay you for aluminum delivered pursuant to each notice given by 
us as provided in Paragraph 2 hereof, such price as shall be determined by mutual 
agreement following the giving of such notice; provided, however, that the price 
of aluminum so delivered in any month shall not exceed the average of the prices, 
adjusted to a comparable basis, paid by your other customers (not including as 
such customers your subsidiary or affiliated companies) for aluminum ingot of 
the same grade delivered by you to them during such month; and provided 
further, that there shall be deducted from the price as so determined of each 
pound of aluminum so delivered (i) 5¢ United States currency, which shall be 
applied against the advance payment made by us under the Contract under 
which such aluminum is delivered, and (ii) any additional amounts deductible 
from such price pursuant to Paragraph 7 hereof. The provisions of this Paragraph 
! replace and supersede the whole of Paragraph 5 of each of said Contracts as 
heretofore amended, with respect to aluminum delivered pursuant to notices 
given as provided in Paragraph 2 hereof. 

5. On December 31, 1944, you shall pay to us, as interest on the balance of 
the advance payments made by us under said Contracts and as interest on the 
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Note referred to in Paragraph 3 of the Suppiemental Agreement dated April 18 
1944, amending said Contracts, an amount equal to the difference between the 
total amount of interest theretofore paid to us on said advance payments a1 
said Note and the total amount of interest which would have accrued to a 
including December 31, 1944, on said advance payments and said Note if deliveri: 
under said Contracts after March 31, 1944, had been made as originally conte: 
plated in accordance with the schedule hereto annexed and marked Schedule A 

On June 30, 1945, you shall pay the amount of interest which would ha 
accrued from January 1, 1945, to June 30, 1945, both dates inclusive, on t! 
balance of the advance payment made by us under the Contract dated Apri! | 
1942, and on said Note if deliveries under said Contract prior to January 1, 1945 
had been made on the basis stated in the next preceding paragraph and duri: 
the first six months of 1945 had been made at the rate of 20,000,000 pounds per 
month. 

Payment of interest as provided in this Paragraph 5 shall completely discharg 
your obligations with respect to interest under Paragraphs 3 and 4 of said Sup 
plemental Agreement dated April 18, 1944, and under said Note. 

6. It is agreed that if we should exercise our option to cancel deliveries unde: 
said Contracts, or either of them, then, in such event, vou shall have the right 
to deliver to us during the six months’ notice period onty the quantity of aluminu: 
which you can then produce from (i) materials and supplies accumulated by you 
for the purpose of producing aluminum for delivery under said Contracts or under 
the Contract so cancelled and which are still on hand when you receive notic« 
of such cancellation, (ii) services, materials and supplies for which you may have 
made firm commitments for such purpose prior to your receipt of such noticé 
and (iii) such other services, materials, and supplies as it may be necessary for 
you to purchase in order to convert into aluminum the materials and supplies 
mentioned under (i) and (ii) of this Paragraph 6. 

7. The agreements herein set out shall not in any way affect your obligation 
to pay the principal of the Note referred to in Paragraph 5 hereof in accordance 
with its terms; provided, however, that if pursuant to notice given as provided 
in Paragraph 2 hereof any aluminum should be delivered under said Contracts 
or either of them after December 31, 1944, but before December 31, 1945, the 
maturity date of said Note, and before full payment of said Note, then, in such 
event, there shall be deducted from the price of each pound of such aluminum, 
in addition to the 5¢ United States currency per pound deduction provided fo 
in Paragraph 4 hereof, the sum of 4o¢ United States currency per pound whic! 
we will credit on the principal of said Note as provided in Paragraph 3 of said 
Supplemental Agreement dated April 18, 1944. 

8. With respect to aluminum heretofore or hereafter delivered by you to us 
and placed in storage at your plants in Canada on or before December 31, 1944, in 
accordance with said Contracts, we will give you instructions (a) for the shipment 
of a quantity of such aluminum equal to that so delivered and stored pursuant to 
the Contract dated March 6, 1942, so as to enable you to place said quantity of 
such aluminum f. o. b. railroad cars at such of your plants in Canada as you may 
elect on or before June 30, 1945, or on or before the last day of the sixth month 
following the effective date of cancellation of deliveries under said Contract, which- 
ever date shall be the earlier, and (b) for the shipment of a quantity of suc! 
aluminum equal to that so delivered and stored pursuant to the Contract dated 
April 1, 1942, so as to enable you to place said quantity of such aluminum f. o. b 
railroad cars at such of your plants in Canada as you may elect on or before June 
30, 1946, or on or before the last day of the sixth month following the effective date 
of cancellation of deliveries under said Contract, whichever date shall be the earlier 
Any aluminum placed in storage at your plants on or before December 31, 1944 
pursuant to either of said Contracts which, due to our failure to give you shipping 
instructions as above provided, may remain in storage at your plants after the 
earlier of the dates applicable under the next preceding sentence in the case of that 
particular Contract, shall thereafter remain in such storage at our risk and expens« 
and shall be shipped by you in accordance with suipping instructions from us. 

With respect to aluminum hereafter delivered by you to us pursuant to notice 
given in accordance with Paragraph 2 hereof and placed in storage at your plants 
in Canada on or after July 1, 1945, in accordance with said Contracts, we will give 
you instructions for the shipment of such aluminum so as to enable you to place 
such aluminum f. o. b. railroad cars at such of your plants in Canada as you ma} 
elect on or before the last day of the sixth month following the completion of 
deliveries pursuant to such notice or on or before the last day of the sixth mont! 
following the effective date of cancellation of deliveries under said Contracts or 


either of them, as the case may be, whichever date shall be the earlier. Any of 
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such aluminum which, due to our failure to give you shipping instructions as above 
provided, may remain in storage at your plants after the earlier of the dates 
applicable under the next preceding sentence, shall thereafter remain in such 
storage at our risk and expense and shall be shipped by you in accordance with 
shipping instructions from us. 

9. It is agreed that you shall not make any further request of Export-Import 
Bank of Washington for any loan or loans under the provisions of either of said 
Contracts, and that Export-Import Bank of Washington shall not be obligated 
to make any further loan or loans to you whether or not request therefor has 
heretofore been made. 

10. Except as modified hereby, all of the provisions of said Contracts as 
amended by said Supplemental Agreement dated April 18, 1944, are and shall 
continue to be in full force and effect. 

If the foregoing is acceptable to you, please have the three original counter- 
parts of this letter which are enclosed herewith, each of which has been executed 
on behalf of Export-Import Bank of Washington, duly executed on behalf of your 
Company in the space indicated below. Two counterparts should be returned 
promptly to this office and the third retained for your files. This letter will then 
constitute a further amendment, as of August 1, 1944, to each of said Contracts, 
respectively. 

Very truly yours, 
Metats RESERVE CoMPANY, 
By CuHartes B. HeENppRsoN, President. 

Accepted and agreed to: 

ALUMINUM CoMPANY OF CANADA, LIMITED, 
By R. E. Powe uu, President. 

Export-Import BANK OF WASHINGTON, 
By Warren Lee Pierson, President. 

Approved: 

Jesse H. Jones, 
Secretary of Commerce. 
ScHEDULE A 


Deliveries to Metals Reserve Company after March 31, 1944, originally sched- 
uled under Aluminum Sales Contracts dated March 6, 1942, and April 1, 1942: 
Pounds 


Actual deliveries through March 31, 1944 : = 839, 154, 189 
Deliveries originally scheduled for— 
i) ia 
May, 1944_- 
June, 1944____- 
July, 1944___- 
August, 1944__- 
September, 1944___-_- ek Ae ie : Sere of 
October, 1944__- a wr ad es oa 
November, 1944___- oe Scented a; Oh pee 
December, 1944_______-_- ae 4 5 ae ae 
Deliveries in 1945 as per Paragraph 5 of the within Agreement: 
January, 1945__. A it ay 20, 000, 000 
February, 1945______--- ae ae es 20, 000, 000 
March, 1945__._.....- bes sag ee ee 20, 000, 000 
oy i alpgiplaliiaca decane ra ue nay: 20, 000, 000 
May, 1945_- : : gh 20, 000, 000 
June, 1945_._- co WR a ee - me 20, 000, 000 


650, 000 
650, 000 
650, 000 
, 650, 000 
650, 000 
650, 000 
650, 000 
650, 000 
645, 811 


vu Oe Ot Ot Ct Gt Gn Gr 


e 
~ 


Total 1, 370, 000, 000 
Merats Reserve Company, 
Washington 25, D. C., January 20, 1945. 
Re Aluminum Sales Contracts Nos. 3 and 4 dated March 6, 1942, and April 1, 1942, 
respectively, as amended. 
ALUMINUM CoMPANY oF CANADA, LIMITED, 
1700 Sun Life Building, Montreal 2, Quebec, Canada, 
Dear Sirs: Reference is made to the above Aluminum Sales Contracts (here- 
inafter called “said Contracts’’) between your Company and ourselves, to which 
Export-Import Bank of Washington is also a party, covering the sale by you to us 





506 STUDY OF MONOPOLY POWER 


of a total of 1,370,000,000 pounds of aluminum to be produced at your plants in 
Canada. 

By an amendment to said Contracts in the form of a Letter Agreement dated 
August 9, 1944, ic was agreed that the delivery of 250,000,000 pounds of aluminum 
called for under said Contracts would be deferred until after June 30, 1945, and 
that, unless deliveries under said Contracts were cancelled, delivery of the whole 
or any part of said 250,000,000 pounds of aluminum would be commenced after 
June 30, 1945, only upon receipt from us of six months’ prior written notice of our 
desire to take delivery thereof. 

As of January 20, 1945, there remained undelivered under said Contracts a tota 
of 249,964,757 pounds of aluminum, of which 99,965,745 pounds are agreed to be 
applicable to said Contract dated March 6, 1942, and the balance of 149,999,012 
pounds is agreed to be applicable to said Contract dated April 1, 1942. 

As of January 20, 1945, the unapplied balance of the down-payments under 
said Contracts amounted to $12,498,237.85 (U. S. currency); you were indebted 
to us in the sum of $234,106.17 (U. S. currency), being the balance of your note 
dated April 1, 1943, due December 31, 1945; and you owed Export-Import Bank of 
Washington the principal amount of $11,730,000.00 (U.S. currency) on a series of 
ten-year notes issued in accordance with said Contracts and enumerated in the 
attached Schedule “‘A’’. The three sums above mentioned total $24,462,344.02 
(U.S. currency). 

This will confirm the agreement reached in the discussions arising out of our 
request that you waive your right to the six months’ notice provided for in Para- 
graph 2 of said Letter Agreement dated August 9, 1944, and deliver to us 168,- 
705,821 pounds of aluminum on or before July 20, 1945, in payment of said sum 
of $24,462,344.02 (U. 8S. currency) upon the terms hereinafter set forth. If accept- 
able to you, said Contracts are hereby further amended as follows: 

1. The quantities ‘‘250,000,000” and 100,000,000” and ‘‘150,000,000”’, where- 
ever they appear in Paragraphs 2 and 3 of said Letter Agreement dated August 9, 
1944, are hereby deleted therefrom and replaced by the quantities ‘‘249,964,757” 
and “99,965,745” and ‘‘149,999,012,” respectively. 

2. As soon as practicable consistent with your existing commitments, but in 
any event not later than July 20, 1945, you shall deliver to us and we shall accept 
from you under said Contracts in payment of said sum of $24,462,344.02 (U. 8. 
currency) a total of 168,705,821 pounds of aluminum at a price of 15¢ (U.S. cur- 
rency) per pound, less a freight allowance of }4¢ (U. 8. currency) per pound, plus 
such additional quantity of aluminum as you may, as hereinafter provided, elect 
to deliver to us at said price in lieu of the payment in cash of interest accruing 
from and after February 15, 1945, on the notes enumerated in the attached Sched- 
ule “A” and of the sum of $52,748.19 (U. S. currency) referred to in Paragraph 4 
hereof. 

Of the aluminum delivered pursuant to this Paragraph 2, two-fifths shall be 
deemed to be applicable to said Contract dated March 6, 1942, and three-fifths 
shall be deemed to be applicable to said Contract dated April 1, 1942. 

The provisions of this Paragraph 2 shall replace and supersede as of January 
20, 1945, the provisions of Paragraph 4 of said Letter Agreement dated August 9, 
1944, with respect to aluminum delivered pursuant to this Paragraph 2. 

3. (a) On or after February 15, 1945, Export-Import Bank of Washington 
shall sell and deliver to us, and we shall purchase, the notes enumerated in the 
attached Schedule ‘‘A’’. As the purchase price for said notes we shall pay Export- 
Import Bank of Washington in cash the outstanding principal amount of said 
notes as of the date of such purchase, plus any unpaid interest accrued thereo! 
from and including February 16, 1945, to, but not including, the date of such 
purchase. It is hereby expressly agreed that by such payment and the deliver 
of said notes to us we shall acquire and succeed to, and shall thereafter have, a 
of the rights of Export-Import Bank of Washington under said notes and under 
said Contracts with respect to said outstanding principal amount and interest 
accruing thereon commencing February 16, 1945, and the payment thereof as 
provided in said notes and said Contracts. 

(b) Except as hereinafter provided in subparagraph (c) of this Paragraph 3, 
we shall pay you for each pound of aluminum delivered pursuant to Paragraph 2 
hereof by applying to the principal of the notes enumerated in the attached Sched 
ule “A” the sum of 14%¢ (U. S. curreney) per pound until such time as the prit 
cipal of said notes shall have been paid in full. Thereafter, we shall apply said 
sum of 14%4¢ (U. S. currency) per pound in payment of the principal of your 
above-mentioned note dated April 1, 1943, until said note shall have been paid 
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in full, and thereafter, we shall apply said sum of 14%¢ (U.S. currency) per pound 
against the unapplied balance of the down-payment made by us under the Con- 
tract under which such aluminum is delivered. 

Said payments of 14%¢ (U. S. currency) per pound shall be so applied against 
the notes enumerated in the attached Schedule “‘A”’ in the order of their respec- 
tive maturities, and we shall forthwith cancel and return to you each of said notes 
as soon as they shall have been paid in full by said payments. 

We shall cancel and return to you said note dated April 1, 1943, as soon as 
said note shall have been paid in full as provided herein. 

(ec) You shall have the option to pay the interest which accrues after February 
15, 1945, on the notes enumerated in the attached Schedule “A” either by pay- 
ments in cash or by the delivery to us of additional aluminum, in the manner 
and at the price specified in Paragraph 2 hereof, sufficient for such purpose. If 
you elect to pay such interest in cash, such payments shall be made monthly not 
iater than the fifteenth (15th) day of the month next succeeding the month in which 
such interest accrued. If you elect to pay such interest by the delivery of alumi- 
num, you shall submit to us on or before the fifteenth (15th) day of each month 
a statement showing the deliveries made to us during the next preceding month 
and allocating such deliveries between principal and interest accrued during that 
month. Such interest shall be calculated on the daily unpaid balance of said 
notes after applying the value of the aluminum delivered during each day first 
to interest (accrued to the date of delivery) and the balance to principal. 

4. On or before February 15, 1945, you shall pay to endet-lamnais Bank of 
Washington all interest upon the notes enumerated in the attached Schedule ‘‘A’”’ 
accrued and unpaid up to and including February 15, 1945. 

On or before June 30, 1945, you shall pay to us in cash or by the delivery of suffi- 
cient additional aluminum, in the manner and at the price specified in Paragraph 
2 hereof, the sum of $52,748.19 (U. S. currency), being the interest payable on 
the balance of the down-payment made by us under said Contract dated April 
1, 1942,and on said note dated April 1, 1943 as provided in the second paragraph 
of Paragraph 5 of said Letter Agreement dated August 9, 1944. 

5. (a) We will give you instructions for the shipment of aluminum delivered 
by you to us pursuant to Paragraph 2 hereof so as to enable you to place said 
aluminum f. o. b. railroad cars, at such of your plants in Canada as you may 
elect, on or before January 20, 1946. 

Any of such aluminum which, due to our failure to give you shipping instruc- 
tions as above provided, may remain in storage at your said plants after January 
20, 1946, shall thereafter remain in such storage at our risk and expense and shail 
be shipped by you in accordance with shipping instructions from us. 

(b) You shall prepay all transportation costs with respect to aluminum delivered 
and shipped by you to us hereunder and we shall reimburse you the full amount 
of such costs upon receipt of your invoices for same. 

6. (a) Upon completion of deliveries and payments as herein provided the 
parties hereto shall be deemed to have discharged in full their respective duties 
and obligations under said Contract as heretofore and hereby amended, provided, 
however, that if any aluminum delivered under said Contracts shall remain in 
storage at vour plants in Canada after July 20, 1945, then and in that event, the 
provisions of said Contracts, as heretofore and hereby amended, with respect to 
the storage of aluminum, the giving of shipping instructions with respect thereto 
and the shipment thereof, shall remain in full force and effect until such time as 
all of such aluminum shall have been shipped from such storage, and provided, 
further, that nothing herein contained shall in any way affect the respective 
obligations of the parties hereto under the letter agreement dated April 14, 1944, 
between said parties. 

(b) If any of the parties hereto should default with respect to its obligations 
under said Contracts as heretofore and hereby amended, then and in that event 
the respective rights and obligations of said parties shall thereafter be governed 
by said Contracts as heretofore amended up to and including said Letter Agree- 
ment dated August 9, 1944. 

7. Except as modified hereby, all of the provisions of said Contracts, as here- 
tofore amended, are and shall continue to be in full force and effect. 

If the foregoing is acceptable to you, please have the three original counterparts 
of this letter which are enclosed herewith, each of which has been executed on 
behalf of Export-Import Bank of Washington, duly executed on behalf of your 
Company in the space indicated below. Two counterparts, should be returned 
promptly to this office and the third retained for your files. This letter will 
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then constitute a further amendment, as of the date hereof, to each of said Con- 
tracts respectively. 
Yours very truly, 
Merats RESERVE COMPANY, 
By Harvey J. Gunprerson, Executive Vice President. 
Accepted and agreed to: 
ALUMINUM CoMPANY oF CANADA, LIMITED, 
By R. E. Powe tt, President. 
Export-Import BANK OF WASHINGTON, 
By Hawrnorne Arey, Vice President. 
Approved: 
By Jesse H. Jongs, 
Secretary of Commerce. 
ScHEDULE “A” 
Principal amount outstanding on Feb. 15, 1945 and interest due to and including 


that date on notes issued by Aluminum Co. of Canada to Export-Import Bank of 
Washington 





Principal Unpaid interest 
} amount out accrued to 
standing February 1, 1945, 
February 15, 1945} inclusive 


Principal 


) ote 
Date of note emount 


Maturity date 








June 5, 1942............-.]| U. 8. $1,000,000 | June 5, 1952 US $900, 000 | US $18, 936. % 
May 7, 1943__- a} 2,000,000 | May 7, 1953 pabtiell 1, 900, 000 | 
July 17, 1943_.._- ee 2, 500, 000 July 17, 1953 2, 375, 000 | 
Do ESS EOS . , 000, 000 |___._do . 950, 000 
Aug. 14, 1943__- ie , 500,000 | Aug. 14, 1953 1, 425, 000 | 
Do ee re 500, 000 | do 475, 000 | 
8, 200, 000 | Oct. 15, 1953 | 3, 040, 000 


_ 4. 7 er ‘ae eee 665, 000 | 


12, 400, 000 11, 730, 000 | 





Mr. SHears. In the estimate, have you deducted the amount of 
income tax the DPC plants have paid the United States? 

Mr. Davis. I do not think we have done that. 

Mr. SHEeaARs. You do not pay any income taxes to the United 
States, do you? 

Mr. Davis. We supply more money to the United States—— 

Mr. Keatine. You mean, by stockholdings? 

Mr. Davis. Yes; some through income taxes and some through 
duties that have been paid. I can give you an estimate of those 
figures. 

Mr. Keartina. I think that would be interesting. 

Mr. Davis. These must of necessity be estimates. I think it is not 
proper to indicate that our repayment of the advance was a benefit to 
the United States. They gave us that money; we gave it back. I did 
not list that. 

Mr. Keatina. I want to say right here and now, that is more than 
= of the people have done that have been loaned money by the 

Mr. Davis. Thank you, sir. We paid interest to Metals Reserve 
Company on our advance of 4.45 million dollars. We have paid 
taxes in the United States, by subsidiaries of Aluminium Limited, of 
1.8 million dollars. That is the period 1941 through 1950. 

We have paid interest to the United States banks and holders of 
bonds of 17.6 million dollars. 

The CHarrMan. That was not paid to the Government? 
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Mr. Davis. I do not know how much of that would have been paid 
to the Government. If we would take a 35 percent corporation tax, 
well, let us say, a 25 percent tax, that would have been $4,000,000, 
approximately. 

The dividends paid to the United States stockholders during this 
time, strangely enough, coincided exactly with the amount of advance 
we received from the Government, $68.5 million. 

Mr. Keatinec. How much did the United States Government get? 

Mr. Davis. I do not know how to estimate that. We felt it would 
be fair to take a 25 percent figure. Some of our shareholders are in 
a very high tax bracket. Some are universities and hospitals. They 
pay no tax. We have taken 25 percent. That would be about 
$17,000,000. 

Last, we have paid duty to the United States Government of 14.6 
million dollars. 

Mr. Keatine. Over that period? 

Mr. Davis. Yes, sir. In fact, the duties are, I believe, in the post- 
war period only. 

The CuarrMan. Proceed, Mr. Davis. 

Mr. Wits. Let us come back to the price of the aluminum to the 
British Government under the contract. When you told me a while 
ago that, figured on the American dollar, converted, the price was 
higher, [ suppose you had in mind the worth of the pound as being 
something like $4.03; is that right? 

Mr. Davis. I do not know at what exchange rate these figures have 
been calculated. 

Mr. Wixuis. Was there not an effort to support, by the American 
Government in conjunction with the British Government, the pound 
at $4.03, when actually it was worth around $3? So, if we take the 
actual situation, not a support price, what you say is not strictly true, 
or can you recheck that for us? 

Mr. Davis. We can recheck that. If that was the official rate, 
$4.03, and I believe that continued until devaluation, that is the rate 
used in giving these figures. 

Mr. Wiis. $4.03 was what you used. But in actuality that was 
high. It was actually worth around $3. If you were to use the 
actual worth of the British pound at the time, it would make quite a 
difference in your calculation of the difference between the price to 
the American Government and the price to the British Government, 
would it not? 

Mr. Davis. Perhaps I should say, sir, in thinking this over further, 
I think our price to the British Government was quoted in Canadian 
dollars. So that pound figure might not have come in. I will have 
to have that checked, if you so desire. Check confirms that price 
was expressed in Canadian dollars. 

Mr. Wiuuts. I think, for your own sake, I think the record should 
be straight. 

Mr. McCuuuocu. I wonder, if all international balances were com- 
puted at the false value of $4.03, whether it would be any different 
than any other transaction? 

Mr. Wits. I am not saying it is a false value. I am just curious 
to find out what the formula of calculation was. 
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Mr. McCuttocu. I would like to ask this question; it has connec- 
tion with the subsidy that was paid to the American producers of 
bauxite. Can you translate that into value for a pound of aluminum? 

Mr. Davis. No, sir; I cannot do that. 

Mr. Hiuurnes. Was it any more difficult to obtain bauxite, at the 
time this particular agreement between your company and the United 
States Government was entered into, and the period we are in at the 
present time? 

Mr. Davis. Much more difficulty; yes, sir—not to obtain it, but 
to get it to the plant. 

Mr. Hiturnes. Why do you say it was more difficult at that time 
than it is today? 

Mr. Davis. Because of the submarine menace at the time. Many 
ships were lost. ; 

I do not know if I have given you our estimate. It is our con- 
servative estimate that if an amount of aluminum equivalent to that 
purchased from us had been obtained instead from DPC plants in this 
country, the same quantity of aluminum would have cost the United 
States an additional 40 million. 

The United States contract with Alcan set the case price at 17 cents 
per pound, but this was voluntarily reduced by the company to 15 cents 
per pound on three-quarters of the metal delivered. Referring to the 
reduction to 15 cents a pound, Mr. Clayton said: 

We felt pretty fortunate in being able to reduce it that much because they 
had a valid, binding contract with the United States of 17 cents per pound. They 
didn’t have to reduce it. It was a voluntary reduction on their part. 

In regard to the so-called escalator clause in the Canadian contract, 
which was based on increases or decreases in bauxite freight and labor 
costs, Mr. Clayton stated that various United States producers were 
protected against an increase in cost since they purchased imported 
bauxite from the Metals Reserve Company at a price substantially 
below the market, while others used domestic bauxite. 

We hope that this account of our war expansion in Canada will 
correct many of the misconceptions prevalent in United States 
discussions on the subject. Not one dollar of United States funds was 
needed for the construction of the Shipshaw hydro-development 
This was confirmed in a letter written by Price, Waterhouse & 
Co. I will submit that for the record. 

The CHatrMAN. We will be glad to have it. 

(The letter referred to is as follows:) 

Prick, WATERHOUSE & Co., 
Montreal, July 13, 1943 


R. E. Powett, Esq., 
President, Aluminum Co. of Canada, Ltd., Montreal, P. Q. 

Dear Sir: The first advance payments to your company under the contract 
with Metals Reserve Company, Washington, D. C., were received in the mont! 
of June 1941. We have prepared in respect of your company a statement 0! 
funds and resources provided and the application thereof covering the period 
from June 1, 1941, to December 31, 1942. This statement, which has bee! 
drawn up on a cumulative basis, shows the position at June 30, 1941, and at the 
end of each quarter thereafter. On the basis of this data it is evident that 
subsequent to the receipt of the first advance payments from Metals Reser 
Company, the increase in the company’s net working capital plus the am 
expended on additional ingot manufacturing facilities (excluding power pro} 
consistently exceeded the net advances obtained from Metals Reserve Com} 








STUDY OF MONOPOLY POWER 511 


Consequently it can be fairly stated that no part of the US$68,500,000, which 
was advanced by Metals Reserve Company, is or has been represented in expendi- 
tures on the Shipshaw power project. 

Yours very truly, 





Contrary to the impression created that the Shipshaw project 

diverted large quantities of scarce material from the United States to 
Canada, the record clearly indicates otherwise. Appearing before 
the Senate Small Business Committee on April 10, 1945, Mr. Batt 
stated: 
’ No material intended for any United States power project was ever diverted 
from Shipshaw. The major contribution of this country in the way of materials 
for Shipshaw consisted of certain forgings produced by the Camden Forge Co. 
and the Midvale Co., and a few other minor items. I believe the dollar value of 
the United States materials represents something under 4 percent of the cost of 
the entire Canadian aluminum developments. If we had used these materials in 
the United States, it cannot be said that even 1 kilowatt of additional generating 
capacity would have resulted in this country. 

I hope, gentlemen, with more and more information shed on this 
question, you will feel your expansion program during the war was 
not undertaken on an abnormal basis. We do not feel it was under- 
taken on an abnormal basis. The impression, unfortunately, has been 
created that it was. We do not think so. 

The CuarrMan. Mr. Davis, will you be able to return tomorrow to 
complete your statement? 

Mr. Davis. Yes, sir. 

The CuarrMan. I think this will be a good point to take an adjourn- 
ment until tomorrow morning at 10 o’clock. We will have you 
present then. 


The Chair will be unable to preside. The ranking member will 
have to take over. 

(Whereupon, at 4:45 p. m., Monday, January 29, 1951, the special 
subcommittee was adjourned to 10 a. m., Tuesday, January 30, 1951.) 
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TUESDAY, JANUARY 30, 1951 


House or REPRESENTATIVES, 
SpeciAL SUBCOMMITTEE ON THE Stupy oF Monopo.ty 
PoweER OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The special subcommittee met, pursuant to adjournment, at 10 a. m., 
in room 346, Old House Office Building, Hon. Joseph R. Bryson 
presiding. 

Present: Representatives Bryson, McCulloch, Goodwin, Hillings, 
Keating, and Willis. 

Also present: Curtis Shears, counsel to the subcommittee. 

Mr. Bryson. Gentlemen, you will observe the chairman is not with 
us this morning. He has asked me to preside in his absence. The 
hour has arrived; therefore, we shall proceed. 

| believe we had the privilege of having Mr. Nathanael V. Davis 
on the witness stand when the adjournment hour came yesterday. 

Unless there is objection we will proceed now, Mr. Davis. 


STATEMENT OF NATHANAEL DAVIS—Resumed 


Mr. Davis. Yes, sir. I believe we finished with the World War II 
expansion program, and the so-called Shipshaw expansion, yesterday 
afternoon. 

The next item we would like to take up is entitled, “‘Postwar Sales 
in the United States.”’ : 

The aluminum supply and demand picture in most important 
market has shown some considerable variation since the end of the 
Second World War. Immediately following the war we had sub- 
stantial idle capacity, but in 1948 the demand in all markets strength- 
ened. In mid-1949 there was a recession in the demand for aluminum, 
but since Korea we have observed a demand for more aluminum than 
we are able to produce. 

lt should be noted here that it has not been possible for Alcan to 
achieve, in the postwar period, the production levels reached at the 
peak of its production in wartime. ‘The reason for this is the dis- 
continuance of power rationing in Canada with the end of the war 
and the cessation of emergency controls which directed power into 
aluminum production in the war period. Some of the wartime plants 
have since been abandoned. 

Despite the fluctuations in demand just mentioned and in marked 
contrast to the prewar period, we have found a market for increasing 
tonnages of our aluminum in the United States in the past few years. 
This has arisen, no doubt, through the shortage of economic electric 
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power in this country for aluminum production at prices which would 
encourage expanded consumption. 

During the past 5 years we have sold in the United States more than 
725 million pounds of aluminum ingot—which can hardly be called g 
trickle, as has been said before this committee. During the year 
1950, our aluminum shipments in the United States were more than 
325 million pounds, representing, we believe, more than 15 percent 
of the total supply available in this country. 

We have been encouraged by the growth in our sales to independe: 
fabricators in the United States who have turned to us because the 
major American producers, with fabricating capacity in excess of thei: 
ingot production, are on balance buyers, rather than sellers, of ingot 

It might be well to note the trend of our sales in the postwar period 
to independents; that is, those others than Alcoa, Reynolds, and 
Kaiser. 

In 1946—and I am referring only to ingot—we sold to others 2.799 
million pounds; in 1947, 856,000 pounds; in 1948, 39.6 million pounds: 
in 1949, 21.7 million pounds; in 1950, 131 million pounds. 

I have rounded off the figures there to make them more understand- 
able. 

Mr. Suears. When you speak of “independents,” to whom do you 
refer? 

Mr. Davis. I refer to other than Alcoa, Reynolds, and Kaiser 
nonintegrated fabricators. 

Mr. SuHears. Nonintegrated fabricators? 

Mr. Davis. That is right; those who do not have a source of supply 
of their own for raw ingot. 

Mr. Bryson. I believe it is said there are some 17,000 of those? 

Mr. Davis. Yes, sir. The figure of 17,000 has been used; however, 
there would not be 17,000 large ones. 

The main fabricators in this country, we understand, are the pro- 
ducers. But there are, nevertheless, several other large fabricators, 
like the Bohn Co. and Cochran-Foil, and so on. 

Mr. Wiuuis. By “producers,”’ you mean Alcoa, Kaiser, and Rey- 
nolds? 

Mr. Bryson. But you can be a fabricator with one or two em- 
ployees? 

Mr. Davis. There could be fabricators casting aluminum in 4 
garage, or something like that. 

Mr. Goopwtin. Is it true that there has been a surprisingly larg: 
number of new ventures into the aluminum-processing field, constantly 
finding new uses for the finished product? 

Mr. Davis. Yes, sir; that is quite correct. 

Mr. Goopwtn. Those would include large companies, and also 
small ones; would they not? 

Mr. Davis. Yes. Some of the copper companies, for example, ar 
now fabricating considerable quantities of aluminum. They ar 
large companies. 

If there are no more questions on our postwar sales in the United 
States, I would like to turn to our sales in iron-curtain countries. 

It is true that we have made sales of aluminum to Czechoslovakia, 
Poland, and China in 1949 and 1950. Detailed information concern- 
ing the sales has been submitted to this subcommittee. All of 
shipments were authorized by Canadian Government export pern 
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In these complex and uncertain times, when economic and trading 
relations between countries are only one part of broader foreign poli- 
cies, we believe that the determination of international trading poli- 
cies is the proper function of government, not of private traders. 
Consequently, we adhere strictly to the export regulations set by the 
Canadian Government. We understand the Canadian regulations 
closely paralleled those prevailing in the United States. 

Mr. Hitures. Is there any Canadian regulation that would pro- 
hibit the shipment of aluminum to any iron-curtain country today? 

Mr. Davis. Yes, sir. 

Mr. Hiuurnes. There is, at this time? 

Mr. Davis. Yes, sir. 

Mr. Suears. When did those start? 

Mr. Davis. If my memory serves me correctly, no more permits 
were granted after some time in August. 

Mr. Wituis. You mean August of 1950? 

Mr. Davis. Yes, sir. Previously, permits on shipments to be 
made in the future had been granted, but actual shipments were not 
shut off until some time in October. 

After August, no new permits, as we understand it, were issued by 
the Canadian Government. 

Mr. Bryson. I believe the representative from the State Depart- 
ment stated yesterday that the Canadian Government acted within 
about 10 days or 2 weeks after the United States Government did in 
regard to shipping these vital materials to iron-curtain countries; is 
that true? 

Mr. Davis. I am sure his testimony would be more accurate on 
that than mine. 

Mr. Hriu1nes. And the shipments of aluminum that your com- 
pany made to Red China in 1949 and 1950, do you have any idea as 
to what the basic use was to be made of that aluminum? 

Mr. Davis. We cannot be certain, Mr. Congressman. But our 
shipments to China usually go out in very small lots, 20 to 30 tons. 

We believe that they go into the cooking utensils business, and 
that sort of business. In our own plant out there, which is a partially 
owned plant, we know that they produce foil primarily for the cigarette 
business and common alloy for sheet for cooking utensils. 

Mr. Hituros. Is that subsidiary plant of yours in China engaged 
in the production of aluminum for military purposes, such as aluminum 
for use in the manufacture of aircraft? 

Mr. Davis. No, sir; not to our knowledge. It is not capable of 
doing that. It is not capable of rolling strong alloys which would 
be needed for most military requirements. 

Mr. Wits. As a technical question, Is it possible to reprocess 
fabricated aluminum as you would scrap iron? 

Mr. Davis. It could, of course, be melted down. But, to our 
knowledge, there are no plants 

Mr. Wits. I am not suggesting it was done. I am talking about 
it as a technical possibility. 

Mr. Davis. It would be possible to melt the metal down again. 
To our knowledge there are no plants in China that would be capable 
of supplying what we would term military requirements. 

Where does one draw the line? A canteen could, of course, be 
made out of common alloy. But certainly not aircraft sheet, I 
am sure. 
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Mr. Suears. When did the export license system start in Canada 
do you know? 

Mr. Davis. To my knowledge, exports have been subject to 
Canadian control for several years. 

Mr. Suears. During 1945, can you tell the subcommittee how 
many tons of aluminum were shipped by Alcan to Czechoslovakia 
and Poland? 

Mr. Davis In 1945? 

Mr. SHears. 1949—excuse me. 

Mr. Davis. In 1949, Alcan shipped 84 tons of ingot to Czecho- 
slovakia. 

Mr. Suears. How much to Poland? 

Mr. Davis. Nothing was shipped to Poland in 1949. 

Mr. Suears. Was the reason for this small amount the fact that 
the Canadian Government would not supply export licenses at that 
time? 

Mr. Davis. That has been an on-again-off-again affair. I will have 
to check when the permits were given and when they were not. 

Perhaps I could give you a résumé of our sales to Czechoslovakia 
and Poland which has been supplied to us by the trading company 
which made these sales. 

Mr. Suears. My question is directed at the point of finding out 
why there was more in 1950 than in 1949 to the iron curtain countries. 

Mr. Davis. Probably one reason is that there was an ample supply 
of aluminum in 1949. 

Mr. Suears. So the export license system probably had no initial 
effect upon the small amount in 1949 and the greater amount in 1950? 

Mr. Davis. Would you repeat that? 

Mr. Suears. Did the export licensing arrangement by Canada have 
anything to do with the small amount in 1949 and the greater amount 
in 1950? 

Mr. Davis. I will have to check that, if I may. On January 29 
1949, export licenses for shipment of Canadian aluminum to Czecho- 
slovakia were canceled by the Canadian Government. On Septembe: 
29 Alcan was informed that new export licenses would not be granted, 
but that the old ones would be reinstated. 

Parenthetically, I should say here, as we have cited to you, many 
of these sales go back to contracts which were entered irto sometim: 
ago. 

At the beginning of November 1949 our trading company was 
advised that no export licenses, old or new, would be considered fo! 
shipments to Czechoslovakia. On January 31, 1950, Alcan was ad- 
vised that the Department of Trade and Commerce was then prepared 
to issue export permits for ingot to be shippe -d to iron curtain countries 

So, I believe, that would “indicate in 1949 the licensing prevented 
shipments of any quantity to these countries. 

Mr. SHears. Will you tell the committee how much was shipped 
in 1950 to Czechoslovakia, and then Poland? 

Mr. Davis. In 1950, 1,351 tons to Czechoslovakia; to Poland, 2,412 
tons. 

Mr. Suears. Did those shipments go right up into October of 1950, 
to your knowledge? 

Mr. Davis. Yes, sir. The last shipment went out in October. 

Mr. SuHears. 1950? 
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Mr. Davis. Yes, sir. We have supplied you with information 
through October. 

Mr. Suears. There was some evidence in the earlier record as to 
the following shipments in October, taken apparently from the reports: 

Poland, this is in pounds rather than tons, 5,380,500 pounds; China, 
3,800,900 pounds; Czechoslovakia, 2,889,600 pounds, in October 1950. 
Is that correct from your records? 

Mr. Davis. I will check my records. Often the statistics are not 
entirely accurate. They overlap in months. 

| believe we have given you the exports for the month of October. 

Mr. Suears. [| do not think my reports go further than September. 
That is why I am asking my question specifically. 

Mr. Davis. Perhaps we have not gathered the information vet. 
You have requested it. 

Mr. Suears. | thought maybe you would have it. 

Mr. Davis. I will try to find the exact details. We probably have 
them here. I can say only at this time that the tonnage was quite 
small in October, contrary to one or two statements that have been 
made here, which I think confused the October figures with the figures 
for the first 10 months of the year. 

Mr. Suears. Do you have your total in tons or pounds, during 
1950, as shipped to Russian satellite countries, including October of 
1950? [have it for September, but I do not have the total for October. 

Mr. Davis. Here are our total figures for the first 10 months, which 
would include October: Czechoslovakia, 1,315 metric tons; Poland, 
2,412 metric tons. 

Mr. Suears. Have you had any occasion to check the figure given 
to us by one of the witnesses, of 11,217,000 pounds shipped to Russian 
satellite countries during 1950? 

Mr. Davis. I have not checked that. We can add the two figures 
together now. 

Mr. Snears. You can do that later. The metric tons are different 
from our tons. We have a hard time converting them. 

Mr; Davis. The figures I just gave you are the figures for the first 
10 months of this year, Czechoslovakia, 1,315 metric tons; Poland, 
2,412 metric tons. 

Mr. Bryson. That is for 1950? 

Mr. Davis. Yes, sir. 

Mr. SuHears. As I understand it, after October 12 there were no 
more licenses issued; is that correct? 

Mr. Davis. No, sir; there are no licenses issued now. 

I might explain that once we have a contract on our books, we feel 
we must honor it, subject always to export controls established by the 
Government. Some of these orders. as we have shown, go back as 
early as 1948, and to a time even when Czechoslovakia was on our 
side of the iron curtain and did receive loans from North American 
governments. 

Mr. Suears. You have stated, Mr. Davis, that you adhere strictly 
to the export regulations set by the Canadian Government. Did not 
Alcan make these sales voluntarily, as a matter of business—in other 
words, what I am driving at is, the Canadian Government did not 
request you to make these sales during 1950? 

Mr. Davis. No, sir; we were not requested by anyone to make these 
sales. These sales were made during a time when there was more 
aluminum than we could sell. 
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Mr. SHears. 1950? 

Mr. Davis. Many of them go back before 1950. 

Mr. Suears. You are making deliveries on old contracts in previous 
years? 

Mr. Davis. Yes, sir. You see, licenses were reinstated off and on 
during this year. When they were reinstated, we would have to go 
back and pick up the contract. 

Mr. Suears. Did you make any contracts in 1950 with iron-curtain 
countries? 

Mr. Davis. Yes, sir; I believe some were made. We have given 
you a copy of each and every contract. 

Mr. SHears. The best thing to do, Mr. Chairman, is to offer these 
documents for the record, because they contain most of the informa- 
tion we want. 

(The documents referred to are as follows:) 


Aluminium Union Limited: Analysis of total shipments from Canada to China and 
Hong Kong during 1950 





Ship- | 
} nd | Order | Order date Material | Quantity | Destination 
(1950) 


' 
| 
| Metric tons 
| 8131 Nov. 30, | | 20 Hong Kong 
| 8132 Dec. 5, |W ‘ a | , Do. 
| $43 Nov. 10, ; Sees GET... = 5.65... bare | Tientsin 
S44 Nov. 22, | Ingot...__.. ay 1 ’ 97. | Shanghai 
846 Dee. a A 4 toh See Eb - | Tientsin 
| 85000 | Dee. Shanghai. 
847 Dee. Do. 
Dee. ¢ Do 
Nov. Do. 
Mar. Do. 
Nov. | Do. 
Jan. eee tite ne Hong Kong 
| Jan. Ingot____. aes : ‘ | Do 
Jan, a ae A : | j | Do. 
| Jan. Sa OR SE SS P : cae Bi Shanghai 
Feb. SPRINT! pd ddl ca Sieee ead 3. § Tientsin 
Jan. | ARE sie te | Shanghai 
Oct. Rit “SS a8 was | ‘ Do, 
Oct. ae da | Do. 
| Aug. CT siacneeininouiene aig 23 Tientsin 
Aug. 30, : ee oa 3 J | Do. 
| Oct. 21,1948 | Ingot....._--. “8 y : Shanghai 
| Dec. 14, cenit” “OLS ; : Do. 
| Mar. 6,195 — ae wien j 3. | Tientsin 
Nov. 22, 1949 |_....do " | Shanghai 
| Mar 7,1950 |__.. do 
| Mar. 1 Ingot alloy 
Mar. ( | A A 5 
| Mar. 6, 1950 | a ae sak sae e 3. Tientsin 
| June , 1950 | J ae ininied : . 235 Do 
| June 6,192 (| ARTE ees : 25.6 | Do 
| June 6, 4 2 
Aug. 5,1950 | / 
Sept. 9, 1950 | 
Sept. 6, 1950 | 
Sept. 7, 1950 





t 
2BSoom 





Nw 


PNSSAM eos} 





3 


BY COMMODITIES TO DESTINATIONS 





SUMMARY 


Ingot and — ; 
ingot alloy ACSR | Other 





Shanghai 
Tientsin......- 
Hong Kong 


Total..-- 
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Mr. Hrturnes. Do you know, offhand, when you entered into a 
contract with Communist China? 

Mr. Davis. We have never entered into a contract with Com- 
munist China. 

Mr. Hrtuines. You are making shipments of aluminum to Com- 
munist China, are you not? 

Mr. Davis. Those are two private traders out there. 

Mr. Hiturnes. Are they long-standing contracts? 

Mr. Davis. Not in the case of China. They are individual con- 
tracts, usually of a very small tonnage. 

Mr. Keating. Entered into when? 

Mr. Davis. I can give you some figures on that. 

Mr. Bryson. You furnished these documents to us? 

Mr. Davis. Yes, sir. 

Mr. Bryson. Without objection, we will submit them for the 
record, in order to have the detailed information. 

Mr. Suears. These documents do not include the October ship- 
ments, do they? 

Mr. Davis. There is an attachment No. 8 to the letter of 25 January 
1951 from Aluminium Limited to Representative Emanuel Celler 
which gives ingot production and shipments from Canada of ingot and 
fabricated products. On page 1 of that, there is a record of the ship- 
ments during the first 10 months of the year. 

Mr. Suears. But the breakdown is only for the first 9, is it not? 

Mr. Davis. Schedule 1 gives complete figures for the year 1950. 
So the schedule gives complete figures for the year 1950. 

(Attachment No. 8 is as follows: ) 


Atuminum Co. oF Canapa, Lrpv., Incot PropvcTION AND SHIPMENTS FROM 
CaNnapa OF INGOT AND FABRICATED PRODUCTS 


I, Gross production of aluminum: 
1950, actual, 793,764,232 pounds (360,000 metric tons). 
1951, estimated, 950,000,000 pounds (430,000 metric tons). 
II, Shipments from Canada of ingot and fabricated products by country of desti- 
nation: 
For actual shipments during the years 1949 and 1950 see schedule I. 
For estimated shipments during the year 1951 see schedule II. 
Note.—Schedule I gives complete figures for the year 1950 and may, therefore, 
be substituted for attachment No. 2 to the letter from Aluminium Limited to 
Mr. Emanuel Celler of November 27, 1950. The shipments to Czechoslovakia 
and Poland reported for the year 1950, as follows: 
Czechoslovakia 1,315 metric tons of ingot. 
2,412 metric tons of ingot. 


represent shipments of the first 10 months, no metal having been shipped to these 
countries by Aluminum Co. of Canada, Ltd., after October 10, 1950, except for 
163 tons invoiced to a Montreal exporter, Minerals and Chemicals, Ltd., that 
were forwarded to Czechoslovakia on October 13 under an export permit held by 
the latter, This shipment of 163 tons to Czechoslovakia was not included in the 
total figure of Alcan shipments to that country for the first 10 months of 1950, as 
reported in attachment No. 4 to the letters from Aluminium Limited to Emanuel 
ae of November 27, 1950, because it had been effected for the account of @ 
Ocal customer. 
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ScuepuLe I.—Shipments of Alcan ingot and semifabricated products from Car 
by country of destination, 1949 and 1950 


[In metric tons] 
1949 


Country 





North and South American area: 
Argentina 
Bolivia 
Brazil 
Chile 
Colombia 
Costa Rica 
Cuba 
Dominican Republic. 
Ecuador 
Guatemala 
Guiana, British 
Haiti 
Jamiaca 
Mexico 
Peru 3 
FE! Salvador 
Trinidad—Tobago 
United States of America 
Uruguay. 
Venezuela 
West Indies, British 
West Indies, Dutch 
West Indies, United States of America 


Total for area 


Europe: 
Belgium 
Czechoslovakia 
Denmark 
eire 
Finland 
France 
Germany 
crreece a" ’ 7 
Holland ‘: 4, 397 oS 
Italy - - . > 412 
Poland - - = ag 17 
Portugal ‘ ons oe 60 
Spain - ‘ > 
Sweden ; ‘ . - ~ pom 2, = 
Switzerland : ve 1, “ 
United Kingdom ; . - rs 132, ~ 
Yugoslavia ‘ -- 


. - one 
Total for area ‘ial Jos 77,425 149, 989 


200 


Middle East: 
Aden 
Iraq , 
Palestine (Israel) 
Syria— Lebanon 


Total for area... 


Africa: 
Kenya 
Libya 
Morocco, Spanish (Tangiers) 
South Africa 
French West Africa. 


Total for area 


Asia and Pacific 
Australia 
Ceylon 
China 
Hong Kong 
India 
Indonesia 
Japan 
New Zealand 
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ScnepuLe I.—Shipments of Alcan ingot and semifabricated products from Canada 
by country of destination, 1949 and 1950—Continued 





1949 
Country | Semi- 


Ingot fabri- Ingot fabri 
cated 





Asia and Pacific—C ontinued 

Pakistan devia 

Philippine Islands - - - _- 

Siam ; se 

ES Sea Ee 
Total for area........- 2, 369 
Total shipments from Canada 261, 637 7, 250 
In addition Alcan shipped to its domestic market. .__- , 63 37, 593 

Grand total, shipments, export and domestic 44, 843 


Mr. Hruuines. Mr. Chairman, I think the gentleman from New 
York has put a question. I would be interested in the answer to that 
question. 

Mr. Davis. There was a shipment on January 1, 1950, to Hong 
Kong, 20 tons. 

Mr. Keatine. Do you know if that was transshipped to Red 
China? 

Mr. Davis. I do not know. There are small fabricators in Hong 
Kong. 

Mr. Kratine. Is that the only one? 

Mr. Davis. There are quite a few. It is quite a long list. That 
was against an order booked November 30, 1949. 

January 31, 100 tons to Tientsin, against an order of November 
10, 1949. 

January 31, 96.6 tons, against an order booked 

Mr. Keatinc. Where did that go? 

Mr. Davis. Tientsin, against an order booked November 22, 1949. 

January 31, 50 tons, to Tientsin, against an order dated December 
6, 1949. 

February 14, 102 tons to Tientsin, against an order dated December 
10, 1949. 

February 17, 25 tons to Tientsin, against an order dated December 
29, 1949. 

One of the companies is different. I do not know these firms. 

February 21, 99.1 tons of ingot to Tientsin, order dated November 
8, 1949. 

February 28, 47 tons to Tientsin, against order dated November 
22, 1949. 

Mr. Hituines. We could gather from that, that in 1949 there was 
seemingly a great number of orders being placed by these traders in 
Communist China or in the China area, and apparently you did 
endeavor to honor most of those contracts; is that right? 

Mr. Davis. Yes, sir. 

Mr. Keatinc. Have you completed the list? 

Mr. Davis. No, sir; 1 have a few more. 

On March 20, 1950, 2.2 metric tons shipped to Tientsin, order 
booked January 16, 1950. 
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March 20, 84 metric tons, Tientsin, against order dated February 
10, 1950. ; 

March 27, 200 tons to our affiliated company. 

Mr. Keratina. In Shanghai? 

Mr. Davis. Yes. The date of the order was October 21, 1948 

April 5, 50 tons to Tientsin, order dated November 11, 1949. 

Mr. Keatine. What was the name of that company? 

(The answer was given in camera.) 

Mr. Davis. From April to October, no ingot shipments were made 
to China. 

On October 27, two shipments went out, one of 20 tons and one of 
23.7 tons. These were to Hong Kong. Those orders were dated 
December 6, 1950. Those are late orders. 

Mr. Keratine. Who was the consignee of those? 

(The answer was given in camera.) 

Mr. Davis. I presume they are small fabricators in Hong Kong. 

Mr. Keatinea. That is the last shipment? 

Mr. Davis. That is the last shipment. We have a note here that 
200 tons of ingot was shipped during the first 5 months of 1950, in 
11 small lots. 

I think all of these, as is evident here, are small orders, the largest 
one going to our affiliated company, against an order of 1948. 

Mr. Keratina. Only one of these went to your affiliate? 

Mr. Davis. Yes, sir; but that is the largest. 

Mr. Bryson. Do they aggregate more or less tonnage than in 
previous years, or for a similar period of time? 

Mr. Davis. I have only the figures for 1949 and 1950 here. In 
1945, the figures were larger than in 1949, substantially. I do not 
know why. There, again, it might be the export licensing. I would 
doubt it in the case of China. I do not recall when China went 
communistic. 

Mr. Keartina. It was before January 1, 1950? 

Mr. Davis. Yes, sir. We have over a period of many, many years 
shipped to China. 

Mr. Keatine. Mr. Davis, I am interested in your answer to this 
question, as a matter of help to those who are faced with the necessity 
of framing legislation, and I do not want the question to carry an) 
implication: 

Do you feel that business, both in Canada and in this country, has 
an obligation as well as the Government to prevent goods from being 
shipped to countries which have indicated an unfriendliness to our 
country, or do you feel it is solely the function of Government? 

Mr. Davis. As I mentioned before, the situation changes so rapidly 
that we have left it to the Government to take the lead. 

When they say that exports may be made to this country and that 
country, we feel free to make them, and exporting is our business 

Mr. Keatrinc. Do you feel any obligation to raise the point with 
the Government, raise the question, or do you wait for the Govern- 
ment to come to you? 

Mr. Davis. We follow the Government’s regulations. I do not 
think we discuss it with the Government. 

We are all human, sir. I am sure no one in the company liked to 
honor these orders after the Korean outbreak. 

Mr. Keatina. But no one in the company felt an obligation to raise 
the question with the Government in the first instance? 
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Mr. Davis. Sir, Ido not know. On some occasions, we have hoped 
the Government would promptly shut down on exports to certain 
areas. We have hoped that. Whether we have actually talked to 
the Government on that, I am not sure. 

Mr. Keatina. I have a feeling that business, and a great part of 
the citizenry of our country and our neighbor to the north, has an 
affirmative obligation to raise the question with the Government if the 
Government is slow, as it has been in many instances, not only in 
our country, but also in your country, to recognize the danger of such 
shipments. 

| have the feeling it is the obligation of business to raise the ques- 
tion, at least. Then if Government says, “No; it is all right; it is in 
the interest of our Government to continue these shipments,” then I 
think business is not to be criticized. 

Certainly, I agree with you that the primary obligation is on Gov- 
ernment, and that the slowness in recognition of the dangers which 
we face is not peculiar to the Canadian Government. We have wit- 
nessed the same thing in our own Government here. 

Mr. Davis. Yes, sir. 

Mr. Hixurnas. I would like to ask another question along that same 
line. You have mentioned the different orders for aluminum that 
you received from traders in China during 1949. You have stated, 
of course, there was an increase in shipments in 1950. 

From a military intelligence standpoint, that would certainly indi- 
cate there was this build-up going on inside China, inside Communist 
China. Therefore, it would be extremely advantageous for the Gov- 
ernment of Canada and the Government of the United States, and 
the other allies in the United Nations, to know of such activity, as I 
say, from a military intelligence standpoint. 

lave you or your company ever felt an obligation to inform the 
Government of signs such as these, that might indicate a build-up for 
military purposes? 

Mr. Davis. Sir, the export statistics would show that more clearly 
than anything else. All exports are tabulated by the Government. 

Mr. Hixtirnes. You would assume the Government would catch 
that as they tabulated the export statistics? 

Mr. Davis. I would assume so. 

Mr. Hiturnes. You do not feel that your company should have to 
call it to the attention of the Government? 

Mr. Davis. No, sir. In the case of China, we do not believe this 
metal could be used for military purposes. There are no facilities out 
there capable of utilizing aluminum for military purposes. 

Mr. Hiturnes. It is interesting to me, because about the period of 
time in question, the British Government and British traders and 
British businessmen in the Far East were very strong and very vocif- 
erous in advancing the line that we could do business with Communist 
China. 

I think this fact you have pointed out, of shipments going on, and 
the trading going on at that time, may indicate to me a rather dan- 
gerous and rather unhealthy attitude on the part of a number of busi- 
nessmen in that area, who apparently were more concerned with 
making some profits than they were concerned with stopping Chinese 
aggression and preparing the free world, or at least alerting the free 
world, to Communist aggression in China. 
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Mr. Davis. Yes, sir. 

Mr. Sears. We have been advised, Mr. Davis, that although the 
United States companies, as you have stated, were allowed to ship 
during 1950 to satellite countries, although they did an export busi- 
ness in millions of pounds, not one pound was shipped from the 
United States companies to any satellite country in 1950. Do you 
know of that is true or not? 

Mr. Davis. I do not know if that is true or not. I cannot answer 
not knowing what the companies have done. 

However, we are more in the export business than they are. 

Mr. Wiuuts. Is your plant in China an aluminum or an alumina 
producing plant, or just strictly fabricating? 

Mr. Davis. Strictly a fabricating plant. It has broken down and 
antiquated equipment for rolling sheet and foil. 

Mr. Wruuts. Off the record. 

(Discussion off the record.) 

Mr. Wiuuts. So that it will be on the record, Mr. Davis, would 
you have any objection to putting on the record a copy of your con- 
tract with the United States Government and with the British Gov- 
ernment, respectively, in connection with the Shipshaw transaction? 

Mr. Davis. We have no objection whatsoever to putting in our 
contracts with the United States Government. 

I would like to question the British Government whether they 
would permit us to put in the copy of the contract with them. Would 
you wish us to take it up with the British Government? 

Mr. Wiuuts. I would like to have this contract in the record. 
There is a difference of opinion on the contents of contracts, and 
certainly on their interpretation. 

Your effort to explain your side of the case will still be chock full 
of speculation until those contracts, in my opinion, are in the record 
and speak for themselves. 

I am not seeking to have you introduce them for any ulterior motive. 
I have in mind that we will have a vacuum in the record unless the 
contracts are in. 

Mr. Davis. Yes, sir; I fully understand that. The question of the 
wartime expansion in contracts, to be fully understood, must be really 
studied for days and weeks. It is most complicated. We will do 
what we can to get the information to you. 

(The document referred to is as follows:) 


HEADS OF AGREEMENT BETWEEN ALUMINUM CoMPANY OF CaNaDA, LIMITED 
(HEREINAFTER Ca._epD A. C. O. C.), anp H. M. Ministry or Suppriy (HERE- 
INAFTER CALLED M.S.) (Datep Fesruary 2, 1940) 


1. A. C. O. C. will, using every endeavour to effect completion in successive and 
equal stages which will commence operation in ten, twelve, thirteen and fourtee! 
months from the signing of this agreement, erect new works at Arvida for the 
production of aluminium ingots at the rate of 65,000 tons per annum, together 
with such subsidiary works at Arvida and elsewhere as may be required for the 
provision of the necessary raw materials. 

2. M.S. will advance to A. C. O. C. the sum of $29,900,000 as and when re- 

uested by A. C. O. C. on unsecured non-interest-bearing notes maturing on 
April Ist, 1941. 
On April Ist, 1941, these notes shall be consolidated into unsecured twenty-year 


notes aggregating $29,900,000 bearing interest at 3% per annum and redeemabie 
without premium at A. C. O. C.’s option in whole or in part at any time prior to 


maturity. 
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During the 20-year period commencing April Ist, 1941, M. 8. will abate the 
principal of the loan $23 for each ton by which A. C, O. C.’s annual production 
falls below 155,000 tons, but in no case shall the annual abatement exceed 
$1,495,000. 

Interest will be suspended and cancelled in any year in which A. C. O. C.’s 
production fails to exceed 90,000 tons and will be adjusted pro-rata as the excess 
over 90,000 tons is to 65,000 tons in any year in which A. C. O. C.’s production 
exceeds 90,000 tons but is less than 155,000 tons. 

Notwithstanding anything contained in this clause, interest, if any, prorated 

as the excess of production over 90,000 tons is to 65,000 tons, shall be calculated 
on the full amount of the note until April Ist, 1951, but thereafter only upon such 
principal amount of the loan as shall remain outstanding. 
- 3. During the 20-year period commencing April Ist, 1941, A. C. O. C. shall 
maintain their productive capacity of aluminium ingots at a minimum of 65,000 
tons per annum, all of which shall be capable of being brought into production 
at four months’ notice and shall, as from the termination of the four months’ 
notice, give M. S. the first call on 65,000 tons per annum at any time when a 
state of emergency is deemed by M. §S. to exist. 

4, As from the termination of the contract between A. C. O. C. and M. §. 
lated 4th October 1939 and until 31st December 1941, A. C.O.C. will sell to M. S.: 

(a) 75,000 tons of aluminium ingots from their existing productive capacity ; 
and 
(b) the entire production from the new works, estimated at 48,000 tons. 

All this metal will be sold at a price of 20¢ per Ib. F. O. B. smelter. This price, 
nowever, shall be subject to adjustment in each quarter in relation to any in- 
crease or decrease in A. C. O. C.’s costs of production which may be certified by 
Price Waterhouse, the basis quarter being that ended on 30th September 1939. 
Allowance shall only be made, however, for units of ¢ per Ib. increase or decrease 
in the total production cost. 

5. A. C. O. C. are willing to continue sales of metal to M. S. on a basis similar 
to that contained in clause 4, so long as the present emergency exists. In view, 
however, of changing conditions, it is not considered desirable, at the present time, 
for either party to enter into a firm commitment subsequent to the end of 1941. 
It is proposed that further negotiations shall be opened during the latter half of 
1941. 

6. A. C. O. C. are willing to negotiate for further increases in productive ca- 
pacity at any time should M. S&S. so desire. 

7. Should the present state of emergency cease to exist prior to 3lst December 
1941, M. S. may call upon A. C. O. C. to terminate deliveries under clause 4 at 
six months’ notice. 

8. All currency referred to in this agreement is Canadian currency and tons 
are metric tons. 

9. Any difference of opinion arising out of this agreement shall be referred to an 
ndependent arbitrator to be nominated by the President of the Law Society of 
the United Kingdom. 


\n AMENDMENT TO THE HEADS OF AGREEMENT BETWEEN ALUMINUM COMPANY 
or CaNnaDA, Limitep (THEREIN AND HEREINAFTER CALLED A. C. O. C.) AND 
H. M. Ministry or Supprty (THEREIN AND HEREINAFTER CALLED M. 8.) 
INITIALLED ON 2ND FeBrRvARY 1940 By R. E. Powe. on Benatr or A. C. O. C. 
inD BY J. H. M. GrREENLy, oN BewAtr or 8. M. (Datep June 14, 1940) 


A. C. O. C., having agreed that the new works to be erected by it under the 
lerms of Clause 1 of the Heads of Agreement hereinabove mentioned will pro- 
vide for the production of aluminum ingots at the rate of 82,500 tons per annum 
instead of 65,000 tons and M. S. having agreed to advance to A. C. O. C. an 
ve em sum of $9,700,000, the said Heads of Agreement are accordingly modi- 
fed as follows: 

1. Clause 1 is amended by replacing therein “ten” by “eight, ten, eleven,” and 
65,000 tons’”’ by “82,500 tons.” 

2. Clause 2 is amended: 

(a) by replacing in the first and second paragraphs ‘$29,900,000” by 
“$39,600,000” ; 

(b) by replacing in the third paragraph ‘'$23” by ‘$24,” “155,000 tons” 
by “172,500 tons,”’ and “$1,495,000” by $1,980,000”; 

(ec) by replacing in the fourth paragraph ‘65,000 tons’”’ by “82.500 tons,” 
and ‘155,000 tons” by ‘172,500 tons” 
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(d) by replacing in the fifth paragraph ‘65,000 tons” by “82,500 tons 

3. Clause 3 is amended by replacing therein ‘65,000 tons”? by ‘82,500 t. 

4. Clause 4 is amended by replacing in the first paragraph ‘48,000 tons 
65,000 tons.”’ 


Heaps oF AGREEMENT BETWEEN ALUMINUM CoMPANY oF CaNaDA, Lim 
(HEREINAFTER CALLED ALCAN), AND H. M. Ministry or ArrcRAFT Propuc‘ 
(HEREINAFTER CALLED M. A, P). (Datep Fesruary 11, 1941) 


Requisition 65/40/1309 


1, ALCAN will, using every endeavour to effect completion quickly, erect a 
tional new works for the production of aluminum ingots at the rate of 25,000 1 
per annum, together with such subsidiary works as may be required for the pr 
vision of the necessary bauxite. 

2. M. A. P. will advance to ALcan the sum of $16,000,000.00 as and w 
requested by ALCAN on unsecured non-interest-bearing notes maturing October |s 
1941. 

On October Ist, 1941, these notes shall be consolidated into unsecured twent 
year notes aggregating $16,000,000.00 bearing interest at 3% per annum 
redeemable without premium at ALCAN’s option in whole or in part at any ti: 
prior to maturity. 

During the 20-year period commencing October Ist, 1941, M. A. P. will abat 
the principal of the loan $32.00 for each ton by which ALcan’s annual product 
falls below 197,500 tons, but in no case shall the annual abatement, as provided 
herein, exceed $800,000.00. 

Interest will be suspended and cancelled in any year in which ALCAN’s pro 
tion fails to exceed 172,500 tons and will be adjusted pro rata as the excess « 
172,500 tons is to 25,000 tons in any year in which ALcAn’s production exceeds 
172,500 tons but is less than 197,500 tons. 

Notwithstanding anything contained in this clause, interest, if any, pro-rat: 
as the excess of production over 172,500 tons is to 25,000 tons, shall be calculat: 
on the full amount of the note until October Ist, 1951, but thereafter only up 
such principal amount of the loan as shall remain outstanding. ‘ 

3. In addition to the obligations undertaken by ALcan under Clause 3 of t 
Heads of Agreement (as amended) referred to in Clause 10 hereinafter, A 
shall during the 20-year period commencing October Ist, 1941, maintain t! 
productive capacity of aluminum ingots so as to produce a minimum of 25,00 
tons per annum, all of which 25,000 tons per annum shall be capable of bi 
brought into production at ten months’ notice, and shall as from the terminat 
of said ten months’ notice give M. A. P. the first call on 25,000 tons per am 
at any time during said period when a state of emergency is deemed by M. A 
to exist. 

4. As from the commencement of production at the additional new works 
until 3lst December, 1941, M. A. P. will buy and ALcan will sell 12,500 tons fr 
the output of the additional new works in the corresponding period at a pr 
18 cents per pound, f. o. b. smelter, which price, however, shall be subj 
adjustment in each quarter in relation to any increase or decrease in A! 
costs of production, which may be certified by Price Waterhouse, the basis qua 
being that ended on September 30th, 1939. Allowance shall only be made, |! 
ever, for units of %¢ per pound increase or decrease in the total production 

5. ALCAN are willing to continue sales of metal after 3lst December 194 
M. A. P. at a rate not exceeding 25,000 tons per annum on a basis similar to 1 
contained in Clause 4, so long as the present emergency exists, and it is prop 
that further negotiations as to quantity and price shall be opened during th: 
quarter of 1941. 

6. ALCAN are willing to negotiate for further increases in productive cap 
at any time should M. A. P. so desire. 

7. Should the present state of emergency cease to exist prior to 3lst Dee: 
1941, M. A. P. may eall upon ALcaAN to terminate deliveries under Clause 4 
six months’ notice. 

8. All currency referred to in this agreement is Canadian currency and to! 
metric tons (2,204.6 pounds each). 

9. Any difference of opinion arising out of this agreement shall be referred | 
independent arbitrator to be nominated by the President of the Law Society of 
United Kingdom. 
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10. This document is supplementary to the memorandum bearing date Febru- 
ary 2, 1940, designated as Heads of Agreement between ALcan and H. M. Min- 
istry of Supply, as amended June 14, 1940. 

Signed 
For and in behalf of Minister of Aircraft Production. 
Accepted: 
R. E. Powe tu (President), 
For and in behalf of Aluminum Company of Canada, L imited. 


Fepruaky 11, 1941. 


Mr. Suears. Mr. Davis, do you know of any iron curtain shipments 
by United States producers during 1950 at all? 

Mr. Davis. No, sir; I do not know of any. 

Mr. Sugars. Do I understand from your previous testimony that 
your subsidiaries are still exporting to satellite countries 

Mr. Davis. Yesterday I testified to our knowledge that we are not, 
with three exceptions. One company is the Chinese company whic +h 
s behind the bamboo curtain and, naturally, everything it sells is 
behind the bamboo curtain. 

The other two are two Norwegian companies in which we own a 50 
percent interest and in which we own a one-third interest, which are 
required by the Norwegian Government to turn over ingot to them, 
which is used in Government trading between Norway and other 
countries. 

We know they trade, in some commodities, with iron curtain coun- 
tries. 

Mr. Keatine. Then are the Norway companies wholly-owned or 
partially-owned subsidiaries? 

Mr. Davis. No, sir. There is one in which 50 percent is owned by 
us, and one that is one-third owned by us. 

Mr. Bryson. Are there any further questions on this subject? 

Mr. Davis. May I then go to the 440 million pound offer to the 
United States, made in August 1950. 

On August 21, 1950, we offered to the United States Munitions 
Board for stockpiling purposes a total of 440 million pounds of pry 
aluminum ingot. The delivery terms offered were a minimum of 7 
million pounds in 1951; 143 million pounds in 1952; and the halemde. 
220 million pounds, in 1953. It should be noted here that these 
amounts of aluminum were offered for stockpiling purposes. 

The price quoted in the offer was 16.5 cents United States currency 
per pound, f. o. b. Canadian smelter, with an allowance for actual 
freight not exceeding 1 cent per pound. This quoted price of 16.5 
cents was the current price prevailing in the United States market 
at the time. No provision was made for the payment of the United 
States duty of 2 cents per pound since the Government was the pros- 
pective buyer. 

Mr. Surars. At that point, Mr. Davis, was not your price to 
Aleoa and other commercial firms in the United States 14.5 cents, 
when you take off the 2 cents’ duty? 

Mr. Davis. If vou deduct the duty. 

Mr. SHears. Why should you charge the United States Govern- 
ment 2 cents more than you would the commercial shipments to 
American companies? 

\fr. Davis. For two reasons, Mr. Shears: Normally, when we sell 
to Government, and the Government puts a tax on our sales as a duty 
lax, we request the Government not to ask us to pay the duty. 
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In the Government’s pocket, it makes no difference. If it pays 
the duty, it pays it from one pocket and puts it in the other. [| 
washes out on a sale to the Government. Therefore, it costs the pur- 
chaser, the Government, nothing more. 

The other reason is—and it is quite true that we would have netted 
more in Canadian currency—— 

Mr. SHears. You netted 2 cents more? 

Mr. Davis. We would have netted 2 cents more on this order, had 
it gone through, than on commercial orders at a duty-paid price of 
16.5 cents per pound. 

However, in order to fulfil this contract, it was necessary for us to 
expand our facilities and reactivate old facilities and purchase power 
from outside sources. Purchased power in Canada costs us about 3 
mills. We are spoiled, but we consider 3-mill power to be high-cost 
power. That alone would account for an increase in cost, in making 
that aluminum, of 2 cents per pound. 

We felt justified then, inasmuch as the aluminum would have cost 
us more to make by a minimum of 2 cents, to ask the United States 
market price and to ignore duty. 

Mr. Suears. As I figure it, there would be about $8,800,000 addi- 
tional in your pocket if you had sold to the United States Government 
over what you were then netting from United States and Canadian 
firms. 

Mr. Davis. Had the American market price not changed, we would 
have netted 8.8 million dollars more. However, on the other side, | 
might point out that had this contract been accepted at this price, 
and deliveries made at this price, the United States Government 
would have saved $6.6 million, as against buying a similar tonnage of 
metal from other sources at the market prices which came into effect 
shortly after this contract was made. 

Mr. SHears. Not at the time you made the offer? 

Mr. Davis. The contract remained outstanding after the increase 
in price in this country. 

Mr. Keating. The “offer” remained outstanding? 

Mr. Davis. The offer remained outstanding. 

Mr. Keatine. Did our American negotiators say to you, “Now, 
your price is too high; can you get your price down?” 

Mr. Davis. Not to my knowledge. In fact, I believe Mr. Larson 
for whom we have the greatest respect, testified the other day that 
the question of price was not gone into. It did not progress to that 
point. 

After our offer had been outstanding for a few weeks, I do not recall 
the exact date, the American price went up to 18 cents. We left our 
offering price standing, and we extended the date of our offer. 

Mr. Keatinc. So you had every reason to think that if your pric 
had been 14.5 cents, the Munitions Board would still have sat there 
and done nothing? 

Mr. Davis. I do not know. We do not know why the offer was 
turned down. 

Mr. Suears. Was it not because vou could only supply at that 
time 35,000 tons in 1951, when, as a matter of fact, we needed mo 
than 100,000 tons in the stockpile for that year? 
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Mr. Davis. That may be the reason. We do not want to question 
the judgment of the authorities who turned it down. We were 
surprised when it was turned down. 

Mr. Sears. Also did you not reduce that 1951 allotment to 20,000 
tons on the 11th of October 1950? 

Mr. Davis. Yes, sir. This statement will show it. The offer 
was left open with the United States Government August 21, the 
date it was submitted in writing, until October 31. We extended 
it at the request of the Government. 

As time progressed, we felt we could no longer meet the original 
schedule, and we had to reduce the tonnage that we could promise 
for 1951. 

| might explain some of the reasons for that. In Canada, we are 
faced with a very severe winter condition. Had we not decided to 
vo ahead with a portion of our expansion schemes before winter had 
set in completely, we would have lost nearly a vear. 

Mr. Suears. Did you inform the United States Government that 
your offer required capacity expansion at the time you made the offer? 

Mr. Davis. Yes, sir; we informed the Government. Our original 
letter, dated August 21, I believe, described in some detail what we 
would have done to fulfill the order. 

At that time we had planned an expansion of about $55,000,000 to 
fulfill this order. 

Mr. SHears. This was reactivating Peribonka? 

Mr. Davis. No, sir; that is not correct. It was reactivating some 
of our idle facilities. The pot lines at Beauharnois, which had been 
idle since the war, were taken into consideration, also the construction 
of a few more pot lines, and the building of a 200,000-horsepower 
hydroelectric plant on the Peribonka River. 

We have, although this contract was not accepted, gone ahead with 
a fairly large proportion of that expansion program, anyhow. 

Mr. Suears. As I understand it, a large proportion of this metal 
was to come from Shipshaw, was it not? 

Mr. Davis. It would come from our facilities up there. Some 
reactivated; some new, plus the utilization of some new power. 

During the course of construction of the power facilities, we intended 
to buy power from outside sources. 

Mr. Suears. As to that portion of your offer which was to come 
from Shipshaw, built with United States help during the last war. 
do you not feel that was an unreasonable request of the United States 
Government, to ask for a 2 cents additional over the current net 
market price in the United States? 

Mr. Davis. The Government would not have paid 2 cents additional 
over the market price. It would have paid the market price. 

Mr. SHears. The Government is not required to pay its own tariffs? 

Mr. Davis. No, sir; and if it does, it moves money from one pocket 
to the other. 

Mr. Suears. At least, it was 2 cents higher, as far as the Shipshaw 
product was concerned, than the Canadian price at that time in 
Canada; is that right? 

Mr. Davis. I do not recall what the Canadian price was in Canada. 
We would get involved in exchange differentials if we started to 
caleulate it. 
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Mr. Keatina. It was the price they would have to pay Reynolds 
Kaiser, or Alcoa, is it? 

Mr. Davis. Yes, sir; it is that price. During a portion of | 
period when the offer was open, it was lower than the price the Govern- 
ment would have had to pay other producers in this country. 

Mr. McCuttocnu. Do you have any idle facilities in Canada now? 

Mr. Davis. That is a difficult question to answer; yes, sir, we do 
have idle facilities in Canada. 

We are, this spring, going to open up two pot lines at Beauharnois 
We have not been able to get the powe r for those pot lines. We wil 
not be able to until the spring floods. 

During the war we had pot lines at La Tuque. They have been 
abandoned. 

We are—and I believe this was the intent of your inquiry 
producing every pound of aluminum we can produce. If we were to 
get an allocation of power from the Government, we could produce 
more. But power is getting to be scarce in some of the areas up there 
as well. Without power, we could not do more than we are doing now 

Mr. Bryson. You speak altogether of hydroelectric power. You 
have given no thought to steam, “coal, or gas? 

Mr. Davis. No, sir; we have given no thought to other types of 
power. We have felt, in the long-term interests of everyone, both 
those in the industry and out, if we can maintain production of alu- 
minum on as economic a basis as possible, we will all be happier. 

There is ample gas in Canada, for example. It is not very well 
located. 

Mr. McCuttocn. Have you made any request for an allocation of 


power to reactivate these facilities which are not in production? 

Mr. Davis. Sir, in a few months we will be getting the power. We 
feel it would be impossible to get it in the meantime. I can assur 
you the Canadian Government is as anxious as we are to get produc- 


tion up as much as possible. 
Mr. SuHears. Did the United States Government indicate how mu 


h 


they wanted on these earlier negotiations in which you offered 35,000 


tons in 1951? 

Mr Davis. I do not know if they so indicated. Presumably, t! 
wanted as much as they could get. Our people came down to Was! 
ington shortly before the August 21 date and discussed this with 
officials of the Government. 

Mr. Suears. With whom? 

Mr. Davis. The original discussions were with the Munitio: 
Board, Mr. Howard and Major General Matejka. 

Mr. Keratine. General who? 

Mr. Davis. Major General Matejka. We came down in the se! 
of saying, “Gentlemen, here is what we can do; are you interested 
They said to us, “Go back and put your offer on paper and send it i 
which is what we did. 

If I may continue here, this will describe a little more the situat 
after the offer. 

After the offer had been outstanding for several weeks, an exp 
date of October 12, 1950, was placed on the offer. On October 
the United States authorities asked that the date be extended to 

)etober 31, 1950. The company agreed to the request on conditio! 
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the deliveries be extended to March 31, 1954, because owing to the 
lapse of time the original schedule could no longer be met. 

Mr. Suears. Was this your document of October 11, 1950, signed 
by Mr. Bruce, in which you made that alteration? 

‘Mr. Davis. That is correct, Mr. Shears. It was, I believe, a tele- 
cram. I have a copy here. It is also in the statement. We will 
come to it in a moment. 

The price, however, was left unchanged at 16.5 cents per pound, 
although the prevailing market price in the United States had in- 
creased to 18 cents per pound for aluminum in the meantime. 

By October 31, 1950, we had received no response to our offer and 
the offer lapsed. 

Mr. Suears. Do you think, if you had left your price at 14.5 cents 
in Canada, the price in the United States could have increased to 
18 cents a pound? 

Mr. Davis. Would you say that again? 

Mr. SHears. If you had left your price at 14.5 cents net which you 
were getting prior to the offer of the United States Government, from 
commercial transactions in the United States, do you think the price 
of aluminum would have increased to 18 cents per pound from our 
domestic companies? 

Mr. Davis. That is pure speculation, naturally. During a period of 
shortage, I guess it would have. 

Mr. McCuttocu. Do you know if there were any protests from 
American producers against this proposed contract during this time 
that your offer was open? 

Vir. Davis. I do not know, sir. 

Mr. McCuttocn. I wonder, Mr. Chairman, if we could have an 
answer to that question from domestic sources? 

Mr. Bryson. Do you think we could get that? 

Mr. Sugars. We have Mr. Wilson on Friday. I could recall 
Reynolds. I think we can get it in Mr. Wilson’s testimony. 

Mr. Davis. I do recall reading some of the testimony during these 
hearings. I believe something was said about that. 

Mr. McCuttocu. But there were objections? 

Mr. Davis. I would not go as far as that. I would not like to be 
that broad in my statement. 

Mr. Keatine. This offer to deliver this large tonnage. shown on 
No. 6 in your statement, was that tied in in any way with the con- 
struction of the British Columbia project? 

Mr. Davis. No, sir; it was not tied in in any way with the British 
Columbia project. 

Mr. Keatine. You did not make it on the condition that you 
would get some aid in the work of the British Columbia project? 

Mr. Davis. No, sir; we asked for no financial assistance for this 
offer. 

Mr. Kearine. You did not ask for a down payment or payment 
in advance? 

Mr. Davis. No. sir; we did not. 

\fr. Bryson. We think it advisable to put this telegram in at this 
point. 

Mr. Davis. Yes, sir. 
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_ Mr. Bryson. The future references will be there. The telegram 
is as follows: 


[Telegram ] 
27 OcToBER 1950 
Senator Lynpvon B. JOHNSON, 
Chairman, Preparedness Subcommittee, Committee on Armed Services, 
United States Senate, Washington: 

Your letter 23d received yesterday. In reply take pleasure giving you re- 
requested information concerning facilities in Canada. 

Question No. 1. Present installed aluminum ingot capacity is 429,000 metric 
tons per annum but will be increased to 449,000 metric tons per annum by Apri! 

, 1951, with completion facilities now in process of construction; until January |, 
1951, electric power available to operate only 380,000 metric tons capacity but 
after that date additional power should be available from others to operate up to 
395,000 metric tons and after May 1, 1951, to operate up to 449,000 metric tons 
capacity. 

Question No. 2. Possibly up to 10,000 metric tons actual production betwe 
now and May 1, 1951, by earlier availability additional power. 

Question No. 3. Aluminium ingot facilities in addition to those planned or i: 
process of construction as referred to in answer to question No. 5 below could be 
installed by us as follows, firstly on basis of possible extension by outside supplier 
of hydroelectric power generating facilities aluminium ingot capacity could be 
e xpanded by about 60,000 metric tons within 2 years of date of decision. Secondly 
on basis of our de »veloping Peribonka River hydroelectric resources further than 
now in process of construction as indicated in answer to question No. 5 below 
aluminium ingot capacity could be further expanded by 45,000 metric tons by 
August 1953 provided a decision were reached on this not much later than January 
1951. Thirdly on basis of our developing hydroelectric resources in British Colum- 
bia on which considerable engineering work has been done 150,000 metric tons of 
aluminium ingot capacity per annum could be brought into production in about 3 
years from date of decision with possibility of up to 500,000 metric tons in the 
aggregate of aluminum ingot capacity being brought into production within 


years or longer according to pian of development of these resources. 
Question No. 4. In an emergency of more than temporary character we would 


} 


suggest development of the hydroelectric resources in British Columbia and 


construction of related ingot facilities as the best means of increasing production 
because of the eventual size of the capacity obtainable and because of the economi: 
character in peace as well as in war of the aluminium production thus brought in. 
Question No. 5. In addition to facilities for the production of 20,000 metric 
tons of aluminium ingot now in process of construction and expected to be co 
pleted April 1, 1951, which have been dealt with above in answer to question No. | 
aluminium ingot facilities of 45,000 metric ton capacity are pianned for completi 
by November 1951 and construction work has been started on a 200.000 horse 
power hydroelectric development on the Peribonka River which is expected to be 
completed by August 1951 and to provide the additional power necessary to oper 
ate all of the 494,000 metric tons of aluminium ingot capacity then installed a: 
for which some power in the meantime will have been obtained outside. 
Question No. 6. Fifty thousand metric tons of aluminium ingot capacity are at 
present idle for lack of power but as noted above in answer to question No. 1 will 
be activated within the next 6 months. The above answers do not take into co! 
sideration the possibility of electric power being made available to us in an emer- 
gency by reallocation under Government authority. We are amplifying thes: 
answers by letter and would be pleased to further explain them in person to your 
subcommittee if you so desire. 


] 


ALUMINIUM LIMITED. 
NATHANAEL V. Davis 


Mr. Keating. Before you get into the next subject, let me just 
go back to the Shipshaw a minute, to be sure I have this approximately 
right. The advance payment made by this Government was 68.5 
million dollars? 

Mr. Davis. Yes, sir. 

Mr. Keating. The cost of the construction of Shipshaw was what’ 

Mr. Davis. I have checked, roughly, last night. It is between 
$70,000,000 and $75,000,000. 
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Mr. Keattna. So that almost the cost of the Shipshaw project was 
advanced by the United States Government in the way of a down- 
payment on aluminum to be later delivered? 

Mr. Davis. That is correct. When I refer to the Shipshaw project, 
I refer only to the power plant. Other facilities had to be constructe .d 
in addition to the power plant in order to be able to produce aluminum. 

Mr. Keatinc. Was there a power plant there at all before that? 

Mr. “9rRoe Yes, sir. It becomes complicated. There was Ship- 
shaw No. 1, which was built in 1931. There was also the Isle Maligne 
power od The third power plant is Shipshaw No. 2. 

Mr. Kearinc. That is the one that cost between seventy and 
seventy-five million dollars? 

Mr. Davis. Yes, sir. Just before leaving yesterday, I believe 
I mentioned the total capital cost of the expansion during the war- 
time years of Aluminium Company of Canada, Limited. The figure 
is $250,000,000. We increased our working capital by $85,000,000. 

[ believe, in order to meet the United States contract, we needed 
$50,000,000 for working capital. 

Mr. Keatine. Of the seventy to seventy-five million dollars, which 
was the cost of the power plant, the Canadian Government let you 
charge off over a 4-year period, against earnings, 60 percent of 
that cost? 

Mr. Davis. Yes, sir; that is correct. 

Mr. Keatina. Thank you. 

Mr. Davis. Before leaving this 440,000,000-pound offer to the 
United States, I would like to say we do not feel that we took a tough 
attitude with any of the authorities down here. We did not come 
down here on a take-it-or-leave-it basis. 

I believe, from what has already been said, we left the offer to them 
for a long period of time. The offer was with them for 10 weeks. 
We did not crowd them or rush them. 

Mr. SHears. Mr. Davis, at whose request and under what circum- 
stances was the August 21 offer made? 

Mr. Davis. It was after discussions down here with Mr. Howard 
and General Matejka, when they said, “Please go back and put your 
offer down on paper. We are interested.” 

Mr. Sears. Has the Canadian company given priorities to any 
United States defense orders over its regular civilian customers? 

Mr. Davis. I do not know exactly what that position is. We are at 
the present time fabricating quite a bit for American military needs 
in Canada, especially forgings. But exactly how the priority arrange- 
ments between Canada and the United States worked, I am not 
100 percent sure. 

The agreement of cooperation between the two, I believe, indicates 
that the priorities of the two countries will be mutually respected. 
How that works in detail, I am unable to say. 

Mr. Suvars. The original meeting you held was with the United 
States authorities, Munitions Board. Was it on your initiative or 
was it the Munitions Board’s initiative? 

Mr. Davis. We came down here of our own volition. In fact, we 
felt that if we had not come down here, we could have properly been 
criticized. We came down here and, in effect, said, ‘“This is what we 
can do. Are you interested?”’ And they said, “Yes; put it down on 
paper,”’ 
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Mr. SHears. Has the Aluminum Co. made any shipments unde: 
the United States-Canadian priority system, under NPA Regulation 
No. 3? 

Mr. Davis. I cannot answer as to the details there. 

Mr. SHears. How much European production is being shipped by 
Aluminium Limited subsidiaries or affiliates to the United States? 

Mr. Davis. Not a very great deal at the present time. I do not 
have the figures. The United States has the most highly developed 
aluminum market in the world, in the field of fabrication. 

In the normal course of business, the fabricating plants outside the 
United States are unable to compete too well with fabricated produc- 
tion in this country. There is, of course, a tariff on importation of 
fabricated goods. 

Mr. Bryson. Ail right, gentlemen, if there is no further question 
on this section, we will go to page 13. 

Mr. Davis. We turn now to the British Columbia project. No 
representative of our group of companies has negotiated with anyone 
in the United States Government looking toward the accomplishment 
of our aluminum development in British Columbia. 1 would like to 
make that point perfectly clear, because rumors have apparently 
circulated in Canada and in the United States that a deal between the 
United States Government and ourselves for the British Columbia 
project was under discussion between ourselves and the Government. 
Such is definitely not the case. 

Mr. Keating. Do you go on later with the Canadian Minister's 
visit to the United States? 

Mr. Davis. I have nothing in here about that. 

Mr. Keatine. Do you know anything about that? 

Mr. Davis. We know, from what we got in the newspapers, and | 
believe from discussions with Canadian officials, that there have been 
discussions between Canadian officials and United States officials. 

Mr. Keating. You mean, the Canadian Minister came down wit! 
out the knowledge of your company? 

Mr. Davis. We knew Minister Howe had come here. 

Mr. Keating. You had talked to him? 

Mr. Davis. We have submitted to the Canadian Governmen 
information on the British Columbia project, as we have done to tli 
United States Government. For example, we have submitted info: 
mation to Senator Johnson. Mr. Howe, we know, did come to th 
country. We do not know what he talked about. 

Mr. Keating. He was unaccompanied by any officials of 
company? 

Mr. Davis. Yes, sir. He asked one or two of our people to con 
with him, so if he wanted to ask any questions he could. ‘Th 
accompanied him down here. They did not participate in 
dise USSIONS. 

Mr. Keatine. Who were those officials? 

Mr. Davis. Mr Powell accompanied Mr. Howe down here on on 
r not two, occasions. 

Mr. Keartine. He will be a witness? 

Mr. Davis. Yes, sir. 

Mr. Keating. So you were cognizant of the negotiations whi 
were going on? 

Mr. Davis. No, sir; we were not cognizant of that. We kn 
that Minister Howe was talking with some United States offici: 
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Mr. Keatine. Your Mr. Powell was here. They were staying at 
the same hotel? 

Mr. Davis. Yes. Mr. Howe left the hotel in the morning and, 
presumably, came back at night. 

Mr. Keatine. Did Mr. Howe have other interests in this country? 

Mr. Davis. We presume that Mr. Howe came down here on a 
variety of business matters. 

Mr. Keatrne. How long were they here? 

Mr. Davis. I do not know. 

Mr. Keatine. Did they come down together? 

Mr. Davis. I do not know. 

Mr. Keating. You do not know if they went back together? 

Mr. Davis. I do not know. 

Mr. Suears. When was the first mention of British Columbia made 
to anyone in the United States, to your knowledge? 

Mr. Davis. I have the information here, if I can go into that. 

Mr. Suears. Referring to Senator Johnson’s telegram, was there 
not conversation with people in the United States prior to that 
telegram? 

Mr. Davis. Yes, sir, Mr. Shears. May I come to that? 

In August of last year and the weeks immediately following, when 
Mr. E. G. MacDowell, our vice president, offered the United States 
Government for stockpiling purposes aluminum from existing and 
new facilities under construction in Quebec, and from idle facilities 
to be reactivated in Quebec, brief mention was made during the 
course of his discussion of the possibility of bringing in additional 
production through a British Columbia project. This information 
was given so that the United States would know what could be done 
in the way of new production in Canada. We believe we would have 
been remiss in our duty if we had not done so. The Canadian Govern- 
ment was fully informed. 

That, Mr. Shears, I believe, is in answer to your question. 

When Mr. MacDowell was down here talking about the 440,000,000 
pound offer, he also mentioned, in broad terms, what could be done in 
British Columbia. 

Mr. Suears. That was August 21? 

Mr. Davis. I do not have the exact dates. Probably in September 
or October. 

Mr. Suears. When you say that the Canadian Government was 
fully informed, that Mr. MacDowell knew of those discussions-—— 

Mr. Davis. I do not know if he knew of those discussions at that 
time. They were in no sense of the word negotiations. They were 
seeking information. We have not attempted to negotiate. 

At the time of these conversations the British Columbia develop- 
ment was also referred to in a telegram which Mr. Fraser W. Bruce, 
vice president and general sales manager of Alcan, sent to Mr. A. J. 
Walsh. Mr. Walsh was at that time Commissioner of the Emergency 
Procurement Service of the General Services Administration. 

The telegram that Mr. Bruce dispatched from Montreal on October 
1}, 1950, reads as follows: 

Reference your telegram October 6 we are willing accede to your request extend 
fer 200,000 tons to October 31 provided however that delivery schedule is 
hanged to read 1951 minimum 20,000 tons, 1952 minimum 55,000 tons, balance 
prior March 31, 1954. 
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In event you are interested in acquiring additional tonnages for subsequent 
delivery we would appreciate opportunity discuss possibility our developing large 
low-cost hydroelectric project on which considerable preliminary work has be. 
been done and which could be brought into operation during 1954, thus enab 
us offer minimum 250,000 tons for delivery 1954 and like quantity during 1955 
You will appreciate that projected hydroelectric plant in area remote from present 
industrial activity would represent important over-al! addition to North America: 
potential electric energy. 


In addition, the British Columbia project was described in some 
detail in a letter of November 10, 1950, to the Honorable Senator 
Lyndon B. Johnson, chairman, Preparedness Subcommittee of the 
Senate Armed Services Committee, in response to his request. A copy 
of this letter is on file with your committee. 

Mr. Bryson. That is the letter— 

Mr. Davis. I believe you put on the record the telegram which we 
sent to Senator Johnson. The letter followed the telegram and 
described it in somewhat more detail. 

Mr. Bryson. In order to make the story more complete, we now 
offer that letter. 

Mr. Davis. Very well. 

(The letter referred to is as follows:) 

ALUMINIUM LIMITED, 
Montreal, November 10, 1950. 
Hon. Lynpon B. JoHNSON, 
Chairman, Preparedness Subcommittee, 
Committee on Armed Services, 
United States Senate, Washington, D. C. 

Dear SENATOR JoHNSON: Your letter of October 23 stated “the Preparedness 
Subcommittee of the Senate Armed Services Committee is engaged in making a 
study of the aluminum industry with a view to determining whether existing 
facilities for making aluminum which would be available to the United States 
are adequate for our preparedness needs.’’ Your letter posed certain questions 
concerning the ingot capacity of our company and asked for information o: 
planned or potential increases in such capacity. 

On October 27 a telegram was dispatched to you giving in broad terms the an 
swer to your inquiry and undertaking to amplify the answers by means of a letter 
The purpose of this letter is to provide such amplification. 

Brief reference to certain background information may be helpful in discussing 
our present position and potential increases in capacity. 


BACKGROUND 


Throughout the history of the aluminum industry in all countries, the key elk 
ment in the production of metal has been the availability of large blocks of low- 
cost power. It may indeed be said that aluminum was “packaged electric power 
Canada, a country which has large economic hydroelectric resources, both in- 
stalled and potential, in areas where power can be made available without preju- 
dicing the supply of electricity to other industries and to civilian consumers 
admirably suited for aluminum production, low-cost electrical energy being readil 
“converted” into metal to the advantage of aluminum users. 

To identify ourselves, we should explain that Aluminium Limited is a Canadia 
company owned by thousands of citizens of the United States and Canada. 

The main production facilities of Aluminium Limited are those of its subsidiar 
Aluminum Co. of Canada, Ltd. (Alean). Utilizing its own hydroelectric projects 
located in the Saguenay area of the Province of Quebec, Alcan increased its inte- 
grated capacity from approximately 200,000,000 pounds per annum in 1939 t 
770,000,000 pounds in 1943. During the height of demand of World War I! 
peak production rate of 1,100,000,000 pounds per annum was reached, the bulk 
of this additional capacity (i. e., above 770,000,000 pounds) being based upo! 
electrical energy supplied by outside generating companies through government 
power allocation. 

During World War II the Government of the United States, in common wit! 
several of the British Commonwealth governments, turned to Alean for supplies 
of vital aluminum that could be made available more speedily and economically 
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than from other sources. By the time victory was won, Alcan had supplied 
to the United States war effort some 1,380,000,000 pounds of aluminum. 

Alean’s ability to expand rapidly during the last war and to provide aluminum 
reasonably and promptly can be attributed mainly to the expansion of hydroelec- 
tric facilities envisaged by Alcan as far back as 1931 and in a lesser degree to the 
utilization of outside electrical power in locations in the Province of Quebec. 

Following the war there came the anticipated fall in demand for aluminum, 
and many of our plants were shut down. During the postwar years, through 
strenuous selling efforts and sizable investments to construct new fabricating 
plants and otherwise integrate our operations, we have been able to increase our 
sales and to put to work each year a larger proportion of the idle facilities. Al- 
though we have beeh willing sellers of aluminum in the United States market for a 
long period, it may be of interest that during the postwar period larger and larger 
quantities of Canadian metal have been supplied to our United States customers, 
many of whom depend upon us for a substantial part of their raw-material re- 
quirements, our anticipated shipments to the United States market during the 
current year being 330,000,000 pounds. 

In addition, as you are no doubt aware, on August 21 we submitted an offer to 
supply the United States stockpile with 440,000,000 pounds of aluminum. Our 
offer was not accepted. 

We have now reached the point, through the growth in civilian demand, coupled 
with the requirements of the rearmament program in North America, particularly 
since the Korea outbreak, where we are temporarily unable to meet all calls for 
our metal. We are producing aluminum at the present limit of our company- 
owned electrical resources and are now obtaining some outside power in order to 
expand production. Still more power is required and can be obtained in the 
following ways: 

1. Through a revival of Government rationing and allocation of power; 

2. Through purchase from outside generating companies of power now becom- 
ing available in increased quantities as a result of their construction programs. 

3. Through construction of additional power facilities on our own behalf. 

You will recognize that the first alternative is a matter beyond the jurisdiction 
of the company. The second alternative is limited by the amount of energy 
available from independent suppliers. However, as will be described more fully 
below, arrangements are being made whereby we will obtain additional electric 
power from outside generating sources as their construction programs reach 
completion. The third alternative is of necessity a somewhat longer term solution 
but offers compensating advantages. We have already made a start in the 
development of new power on the Peribonka River in the Saguenay area, and 
Alean during the past few years has been engineering a large new hydroelectric 
development in British Columbia. These will be described more fully below. 
It may be said, therefore, that considerable ground work has already been laid 
for the actual and potential expansion of power facilities for the production of 
more aluminum to satisfy North American requirements. 


PRESENT CAPACITY PLANNED AND POTENTIAL INCREASE 


As indicated in our telegraphic answer to your first question, our present 
installed aluminum-ingot capacity is 940,000,000 pounds per annum. Until Jan- 
uary 1, 1951, electric power is available to operate only 835,000,000 pounds of 
this capacity per annum, but after that date additional power should be available 
from outside generators to operate up to 870,000,000 pounds per annum and after 
May 1, 1951, to operate up to 990,000,000 pounds capacity per annum. The 
latter figure includes output from smelter facilities capable of producing 44,000,000 
pounds now in process of construction. 

Turning to the subject of question No. 5—namely, the further facilities either 
planned or in the process of construction—we outline now the projected increases 
above the 990,000,000 pounds figure per annum mentioned above. Additional 
aluminum-ingot facilities of 100,000,000 pounds capacity are planned for com- 
pletion by November 1951, and it is expected that some outside power for their 
operation will be available at the time their construction is completed. Their 
operations at full capacity will be assured by August 1952 through the completion 
of a new 200,000-horsepower hydroelectric power development on the Peribonka 
River, where construction work is already under wav. 

You asked in question No. 3 how quickly additional production could be 
brought in, and we have supplied a portion of the answer in the paragraph above 
in disclosing the plans already in pursuit. There are other increases practicable 
as follows: Firstly, on the basis of a possible extension by an outside supplier of 
his hydroelectric power generating facilities, aluminum-ingot capacity could be 
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expanded by about 130,000,000 pounds per annum within 2 years or so of {} 
date of decision. Secondly, on the basis of our developing the Peribonka Rive, 
hydroelectric resources further than now in process of construction, as indicat. 
above, aluminum-ingot capacity could be further expanded by 100,000,000 pouids 
by August 1953, provided a decision were reached on this not later than Januar 
1951. Thirdly, on the basis of our developing hydroelectric resources in Bri 
Columbia on which considerable engineering work has been done, 330,000,000 
pounds of aluminum-ingot capacity per annum could be brought into productic 
in about 3 years from the date of decision, with the possibility of up to 1,100,000,000 
pounds per annum in the aggregate of aluminum-ingot capacity being broug)) 
into production within 5 years or longer according to the plan of development o{ 
these resources. 

Y our final question asks what, if anything, we would suggest as the best mea) 
of inercasing production in an emergency. In our telegraphed reply we stat 
that in an emergency of more than a temporary character we would suggest 
development of the hydroelectric resources in British Columbia, together wit! 
related ingot facilities, as the best means of increased production because of t! 
eventual size of the capacity obtained and because of the economic character 
aluminum production thus brought in. 

If it is a fact, as we believe it to be, that the availability of aluminum at econom 
prices is an important element of strength in the preparedness plans of the Unit 
States and Canada, we are of the opinion that the development of present! 
unutilized hydroelectric resources in British Columbia for production of aluminum 
would contribute substantially to the requirements of both countries. 

It should also be noted that we own strategically located bauxite properties 
sufficient to operate all existing and potential facilities described above for a 
long period of time. 

As a recapitulation, the prospective situation may be summarized as follows: 


Existing and planned actual capacity now under construction for which power assured 


[Million pounds per annum] 
Present production rate _ _ _ - Bere : Rp ; po B85 
me ae; 8, SOOk. hss pty OME Sp aya 870 
By May 1, 1951_________- ph As 990) 
By August 1952__ : aie a ots eke nie Pag als 1, 090 


The foregoing excludes the possibility of emergency Government allocation of 


power to hasten production increases. 


Further expansion possible 
[Million pounds per annum] 
in 2 peers from decielotiscc: jcc. cocci. 
By August 1953 if early decision made______-__- 
In 3 years from decision, an additional _ - - _- 
To be followed in 2 years or more by 


Total annual capacit y___- ’ ; al 


From the above it is seen that we have in Canada an attainable aluminum pr 
duction capacity of approximately 2,320,000,000 pounds per annum based 
available economic hydroelectric power. Some 45 percent of this capacity 
now in operation or under construction, while the remaining 55 percent cou 
under satisfactory circumstances, be brought into existence in the space of 
years. All of this capacity would be economic and competitive under unrestrict: 
trade condition in world markets. 

We wish to draw your particular attention to the fact that the plans for expa 
ing production described above are the result of orderly planning over a period 
years and are not the result of planning under pressure of the threat of war 

In conclusion, may I say that we welcome your inquiry and are anxiou 
assist the work of your subcommittee. I hope the foregoing information wi! 
useful for your purposes; but, should you desire further amplification, we w: 
be pleased to supply it by further correspondence or by making ourselves availa! 
to you at your convenience. We stand ready to play our part in the joint eff 
for mobilizing the essential industries of the United States and Canada in f 
accord with the “‘partnership’’ agreement which has been entered into by bo 
countries. 

Yours very truly, 
ALUMINIUM LIMITED, 
NATHANAEL V. Davis, Presiden! 
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Mr. Davis. The British Columbia project and its possibilities were 
mentioned in conversations with Mr. Jess Larson in Montreal on No- 
vember 11, 1950. 

The foregoing are the only representations concerning British Co- 
lumbia made by any member of our management to any United States 
Government official. 

That is as much as we have here unless you have further questions on 
this question of the negotiations that we have had with United States 
officials. We, ourselves, have had none. 

Mr. Suears. You mean in addition to the ones with Mr. Larson and 
the Munitions Board, about which you have already testified? 

Mr. Davis. Yes, sir; Mr. Shears. We would not consider those 
negotiations. 

Mr. Bryson. They are suggestions? 

Mr. Davis. Yes, sir. 

Mr. Suears. On November 11, the time you referred to the conver- 
sations with Mr. Jess Larson, who is the Administrator of our General 
Services Administration, do you know the details of that conversation 
and with whom? 

Mr. Davis. His conversation was with Mr. Powell in Montreal. I 
know only in broad terms what he discussed. 

Mr. Suears. Do you know the amount Mr. Larson wanted at that 
time? 

Mr. Davis. I do not have that exact figure. I believe he wanted 
from us as much as we could give him during the next 14 months, 
which we were unable to do. 

Mr. SuHears. You were unable to do that? 

Mr. Davis. Yes. 

Mr. Suears. You were unable to give him any in the next 14 months 
at the time of the discussion on November 11? 

Mr. Davis. Yes, sir. Perhaps I should say that during the period 
of our offer to the United States, when it was outstanding, the demand 
built up even more and more, if that is at all possible. 

British authorities approached us and asked if we could not come to 
their assistance and supply them with more aluminum. We told them 
that we were unable to do so as long as this offer was outstanding 
with the United States Government. 

When that offer terminated, they were at our doorstep, so to speak. 
We have agreed to supply the British with more aluminum. . 

Mr. SHears. Mr. Davis, I am reading the Financial Post of Tor- 
onto, Canada, January 6, 1951, a portion of a staff release from 
Montreal referring to British Columbia. It says: 

The whole scheme now hinges mainly on whether the United States Government 
decides to buy the large quantities of aluminum required to provide a sufficiently 
large market for the proposed plant’s output. Although the way has been paved 
for the opening of negotiations between Canada and the United States on the 
whole question of aluminum supply, no agreement has been reached yet. 


Is that true—the whole British Columbia project depends on a con- 
tract with the United States Government for aluminum in sufficient 
quantities to provide for the proposed plant’s output? 

Mr. Davis. Not necessarily. The British Columbia development, 
Which will be described, is a huge undertaking even though it can be 
done in two stages. Stage 1 is to cost $200,000,000, the full develop- 
ment considerably more. I will let Mr. Powell testify on that. 
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At this very moment we are reluctant to go ahead with the British 
Columbia development without having some assurance that we will 
be able to market the output. 

We do not feel today that we can risk $200,000,000 without having 
any assurance that we can sell the output. Tomorrow, next week, 
next month, we may feel more optimistic. 

We may find, and what we would like to do is to find, purchasers, 
people who would sign up to give us some assurance we could sell the 
output. I think you gentlemen will sympathize in our feeling that a 
$200,000,000 development is something that cannot be undertaken 
lightly. 

Mr. Keatina. If you felt the business was there, do you have 
available, from private sources in your own coffers, the necessary 
capital to undertake such a development? 

Mr. Davis. We do not have $200,000,000 handy. We have work- 
ing capital today in excess of $100,000,000. We would have to raise 
funds to proceed with the British Columbia development. There is 
no question about that. 

We would prefer not to raise funds from any government. Under 
certain circumstances, it may be the only way. I can assure you 
gentlemen we would prefer not to. I think you can understand why. 

Mr. Keatina. I am sure we share your view. 

Mr. Suears. I am reading from the Vancouver Daily Province, 
dated January 4, 1951, by the Canadian Press: 

Actual starting time— 
this is British Columbia, also— 
he added, will depend on speed of a go-ahead signal from Ottawa, where Federal 
authorities are bargaining with the United States over the exchange of steel for 
Canadian aluminum. 

Are you familiar with that? 

Mr. Davis. We do not know what was said between Minister 
Howe and the representatives down here. 

Mr. SHears. Let me read on: 

Aluminum Co. of Canada could swing into action within a week on its $500,- 
000,000 development, producing aluminum within 40 months, Lands Minister 
E. T. Kenney said Wednesday night. 

Were you in contact with Mr. Kenney on this? 

Mr. Davis. No, sir; 1 was not. 

Mr. SuHears. Was anyone in your company directly or indirectly 
supplying this information? 

Mr. Davis. We have officials in British Columbia. I believe the 
figure is right. I believe Mr. Powell can testify better on this than 
I can. It would, I believe, take a little over 3 years to complete 
stage 1 of the development. 

Mr. Saears. How much longer for stage 2? 

Mr. Davis. It would be 5 years for the complete development. 
I would prefer to have you rely on Mr. Powell’s testimony on that, 
rather than mine. 

Mr. Bryson. I believe it would be informative to have this news- 
paper clipping put in the record. 

Mr. Davis. That is all right with us. 
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(The newspaper clipping referred to is as follows:) 


[From the Vancouver Daily Province, Canada, January 4, 1951] 
Britise Cotumsia’s ALUMINUM DEVELOPMENT CoULD BE STARTED IN A WEEK 


Vicroria.—Aluminum Co. of Canada could swing into action within a week on 
its $500,000,000 development, producing aluminum within 40 months, Lands 
Minister E. T. Kenney said Wednsday night. 

Actual starting time, he added, will depend on speed of a go-ahead signal from 
Ottawa, where Federal authorities are bargaining with the United States over the 
exchange of steel for Canadian aluminum. 

Agreement giving the company water rights in the Tweedsmuir Park area, 
about 400 miles north of Vancouver, has been signed by the British Columbia 
government. Certain features of the pact require sanction of the legislature, 
which starts its next session February 20. 

Mr. Kenney said the first step of the project, under consideration for 3 years, 
would involve building a 10-mile road at a cost of $10,000,000 to start on a 10-mile 
tunnel through the Coast Range Mountains. 

This tunnel would carry water from the lakes and rivers of the Tweedsmuir 
Park watershed to the power-plant site on the Kemano River. A dam would 
have to be built in the Nechako River to back up waters in the Tahtsa-Kemano 
watersheds. 

Ultimately, the giant 1,500,000-horsepower project would mean production of 
500,000 tons of aluminum ingots each year. 

The international situation, however, may mean developing the project in 
stages, Mr. Kenney said. 

This would involve damming the Tahtsa River for 483,000 horsepower to 
produce approximately 200,000 tons of aluminum ingots each year. If this were 
done, production could start in a little more than 3 years, against 5 years for the 
larger project. 

The larger plan calls for the aluminum plant to be built at what now is the 
village of Kitimat, requiring a 50-mile cable line to carry power from the mouth 
of the Kemano. 

It is thought possible, Mr. Kenney said, that this might be obviated in emer- 
gency plans by building the aluminum smelter at Kemano itself. 


Mr. Davis. I might say, sometimes, when we read those news- 
paper clippings, we get worried ourselves. 

Mr. Bryson. We sometimes wonder where the information comes 
from. 

Mr. Keating. You have ministers in Canada that make statements 
like our ministers here? 

Mr. Davis. They make statements; yes, sir. 

Mr. Bryson. Written and verbal? 

Mr. Davis. Yes, sir. 

Mr. Suears. With regard to British Columbia, Mr. Davis, we 
have had some testimony from the Department of the Interior about 
setting up a supply chart showing the proposed additional supply 
from Canada. 

The chart starts in the fall of 1952 and puts up 30,000 tons as the 
amount of additional supply from Canada proposed. Could you tell 
us where that aluminum is coming from? 

Mr. Davis. I do not know the basis of that chart. There is an 
additional development that could be brought in, Peribonka No. 2. 
This would generate an additional 200,000 horsepower which, in turn, 
would be capable of producing approximately 132.2 million pounds of 
aluminum. It is quite possible that those figures reflect the possi- 
bility of a Peribonka 2 development. 

Mr. Suears. The same supply chart for the last half of 1954 sets 
up 105,000 tons proposed from Canada. Where would that come 
from? 
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Mr. Davis. We can only assume it would come from another 
development in Canada, presumably British Columbia. 

Mr. Suears. And in 1955, the same supply chart sets up 210,000 
proposed from Canada. Would that also come from British Columbia 

Mr. Davis. I would assume it would come from there. We do not 
know the basis upon which those figures have been drawn up. 

The possibilities of aluminum production in British Columbia hay, 
been considered by us for at least 10 years. During the spring of 
1948, we accepted the invitation of the Provincial government to 
examine more closely several large undeveloped water powers. Since 
we have spent $1,000,000 for surveys and engineering studies, as 4 
result of which we are convinced that large-scale production of 
aluminum in British Columbia is attractive. 

Our plan provides for a dam to impound a large volume of water 
at an altitude of more than 2,800 feet above sea level, and to the 
east of coastal mountains through which there would be a tunne! 
leading to a shaft or a sort of penstock. The water would drop about 
2,600 feet to power generating equipment which would probably be 
in a cavern inside the mountain—10 miles from tidewater at the head 
of a long and deep fjord. The development could be completed in 
5 years and produce more than 1,600,000 horsepower continuously. 
The first stage of 500,000 horsepower could be completed in a little 
more than 3 years. 

The aluminum plant would be built at the head of another fjord 
some 48 miles distant—at the site of an old Indian village called 
Kitimat, within easy reach of the Canadian National Railway. One 
million six hundred thousand horsepower would be sufficient for an 
annual production of 1,100 million pounds a year, and 500,000 horse- 
power for 330 million pounds, at costs lower than we have been able 
to anticipate any place else. 

Some 200,000 tons of steel, 24,000 tons of aluminum, and 4,000 tons 
of copper would be needed for the entire development, practically all 
of which could be had in Canada. A small quantity of special steel, 
not regularly made in Canada, would probably be obtained in the 
United States, the United Kingdom or Sweden, where it is regularly 
manufactured, on the theory that it is in the common interest to 
depend upon each country for that which it is best qualified to pro- 
duce. We would hope to get some special mining and earth-moving 
equipment from the United States. Generally speaking, that which 
might normally be bought in the United States would be about 5 
percent of the total. 

Because of the magnitude of the project, and because of the some- 
what complicated plans for operation, the subcommittee may, if it so 
desires, call upon Mr. Powell, who is here. 

Mr. Keatina. In the Shipshaw project, do you know what per- 
centage of the total material and equipment was obtained from the 
United States? 

Mr. Davis. There is evidence in the record that it is no more than 
4 percent. 

Mr. Keatinc. Did they get part of their steel here? 

Mr. Davis. I do not know exactly what it was, but 4 percent is 
the figure I have in mind. 

Mr. Suears. Mr. Davis, just one question: Do you know whether 
Dr. James Boyd was present at any of these conversations which wer 
held in Canada or in the United States in regard to British Columbia’ 
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Mr. Davis. Not to my knowledge. 

Mr. Bryson. Thank you, Mr. Davis. 

I believe Mr. Powell is our next witness? 

Mr. Davis. Yes, sir. 

Mr. Bryson. Gentlemen, it is thought it would be more feasible 
to adjourn for lunch at this time, and call Mr. Powell after lunch. 
Apparently this witness will take some time. It is 25 to 12, and I 
think it would be advisable to adjourn now and meet promptly at 2 
o'clock. In the meantime, the subcommittee will have an opportunity 
to look over Mr. Powell’s statement. 

We stand in adjournment until 2 o’clock. 

(Whereupon, at 11:35 a. m., Tuesday, January 30, 1951, the hearing 
was recessed to 2 p. m. of the same day.) 


AFTERNOON SESSION 
Mr. Bryson. The hearing will come to order. 


STATEMENT OF NATHANAEL V. DAVIS, PRESIDENT, ALUMINIUM 
LIMITED, MONTREAL, CANADA—Resumed 


Mr. Suears. Mr. Davis, I believe you have a request to make of 
the chairman with respect to the withdrawal of the names of some of 
your customers? 

Mr. Davis. Mr. Chairman, with the permission of this subcommittee 
I would request that, if possible, the names of those who received the 
metal shipped to China, which we gave this morning, be deleted from 
the record. We will gladly give the subcommittee that information, 
but we feel that there is a possibility that it might not be too healthy 
for those recipients to be quoted or on the record. 

Mr. Bryson. I think that is a reasonable request, under the circum- 
stances, and it will be so ordered. 

Mr. Suears. Mr. Davis, there are several questions, if you don’t 
mind going on for a few minutes, which came to mind. 

Mr. Davis. Yes.. 

Mr. Suears. You gave us this morning a number of subsidiaries of 
yours in which the Canadians and British and French had some 
interest. 

Mr. Davis. Yes, sir. That is correct. 

Mr. SHears. How many instances are there in your subsidiaries of 
common ownership with your competitors? 

Mr. Davis. I will have to go on memory, but in Norway there is 
one company in which we own a one-third interest, and the French 
and British Aluminium Co. owned the other two-thirds. 

In Australia there is a company in which we own a third interest, 
and in which the British Aluminium Co. owns a third interest. 

In China, the Chinese Aluminium Rolling Mills. We own a ma- 
jority and the Swiss and the British have an interest. 

Mr. Suears. Is that true of any bauxite supplies? 

Mr. Davis. There is a company in British Guiana, which has never 
operated, by the name of Plantation Bauxite Co., Ltd., in which the 
British Aluminium Co. and ourselves have an interest. Now, there 
may be more. I could go down the list, to be sure, but those are the 
ones that come to my mind, Mr. Shears. 
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Mr. Suears. Did you want to add to that? 

Mr. Davis. No, sir. 

Mr. SuHears. You mentioned at the tariff hearings that two com- 
petitors advocated an increase in tariff. Do you mind mentioning 
who those two were? 

Mr. Davis. It was the Reynolds Metal Co. and Kaiser. 

Mr. SHears. What position did the Aluminum Co. of America 
take? 

Mr. Davis. We do not know. 

Mr. SuHears. You do not know whether they advocated an increase 

‘not in the tariff? 

Mr. Davis. I do not know, Mr. Shears. 

Mr. SuHears. Now, at the time of the reduction in tariff in 1947 
from 3 cents to 2 cents, did your company at that time pass on this 
reduction to customers in the United States, or did you follow the 
Alcoa price in the United States? 

Mr. Davis. We did not pass on the tariff reduction to our customers 
We followed the policy which we have continued to follow, of selling 
our metal at the prices quoted in the United States. 

Mr. Suears. Is that also true of the time when Canada devalued 
her currency by 10 percent? Does that same answer hold? 

Mr. Davis. Yes, sir. That is also true. 

Mr. Suears. | think the charts introduced in the record yesterday 
showed that during the postwar years of 1947, 1948, and the first 6 
months of 1949, Alcan sold to Alcoa an average of 78.8 percent of al! 
primary pig and ingot. I believe the figures will also show that during 
1947, 1948, and the first 6 months of 1949, an average of 4.1 percent of 
sales of primary metal went to Reynolds, and 2.5 percent went to 
Kaiser, leaving an average of 13.4 percent of sales to others. | 
assume these figures are correct from your records, are they not? 

Mr. Davis. From what charts are those taken, Mr. Shears? 

Mr. Suears. Those are from the tables which you sent to us. 

Mr. Davis. If they have been prepared from the information we 
have supplied, they should be correct. 

Might I say that you have picked the years which show the most 
sales to Alcoa? In 1 year 90 percent of our sales went to Reynolds, 
if | remember correctly. 

Mr. Suears. Which year was that? 

Mr. Davis. We will find out. 

Mr. Suears. | remember one year, when 90 percent went to Alcoa 
but I do not remember it going to Reynolds. 

Mr. Davis. My figure was high. In 1946, 85.1 percent of our sal 
of ingot in this country went to Reynolds. 

Mr. Suears, I, of course, have taken the last 3 years. 

Mr. Davis. Yes, sir. I understand that. 

Mr. SuHears. Because I am intersted in the immediate picture 

Now, getting back to my question on this 13.4 percent, assuming 
that my percentages are correct, which went to others than the big 
three, that is, others than Alcoa, Kaiser, and Reynolds, was any o! 
that sold through Alcoa’s sales organization? 

Mr. Davis. Not to my knowledge. 

Mr. SHears. What salesmen do you have in the United States? 

Mr. Davis. We have built up our sales organization during thi 
postwar period, and we now have in Aluminum Import Corp., whic! 
is located in New York, a staff of about 100 people. 
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Mr. Suears. How many of those are salesmen? 

Mr. Davis. I would estimate 15 or 20 would be salesmen. 

Mr. Suears. Where are these 15 salesmen located? 

Mr. Davis. In New York City. 

Mr. Suears. Do they travel throughout the United States? 

‘Mr. Davis. Yes, sir. They do extensive traveling. 

Mr. Suears. Now, yesterday you were asked about Lack & 
Lindsay of Wilmington. Have you received that information? 

Mr. Davis. No, sir. I do not have that information beyond my 
belief it is connected with the Mellon interests. 

Mr. Suears. The reason for our interest is that after the judgment 
of Judge Knox is fully executed within the next 10 years, they will be 
the largest single stockholders of Aluminium Limited in the United 
States. Is that not correct? 

Mr. Davis. I do not know. 

Mr. Suears. They will have 232,000 shares of stock of Aluminium 
Limited. 

Mr. Davis. I do not know whether all of those shares are Mellon 
shares or not. 1 cannot answer that. 

Mr. SHrars. You say you feel that Lack & Lindsay are Mellon 


interests. Is that correct? 
} 


Mr. Davis. That was my impression, but after the 10-year period 
we do know that some 7 percent of our shares which are now in trust 
for Mellon children will still be shareholders. The court has not 
directed that they dispose of their shares over the 10-year period. 
They do not vote during the 10-year period, and they do not reacquire 
the vote until the court permits them do do so. 


Mr. Suears. At the end of 10 years? 

Mr. Davis. No, sir. That can go on indefinitely until the court 
permits them to reacquire the vote. 

Mr. Bryson. The 10-year period has nothing to do with that right 
to resume or reacquire the right to vote? It is discretionary with the 
court? 

Mr. Davis. According to my reading of the judgment—and I am 
no lawyer—it is at the discretion of the court. 

Mr. Snears. You stated earlier in your testimony that you were 
principally a producer of ingot. Is it not also true in recent years the 
company has substantially increased its investment in semifabricating 
enterprises in the United Kingdom, South Africa, Brazil, Mexico, 
Switzerland, Norway, and Sweden? 

Mr. Davis. Yes, Mr. Shears. That is correct. I think if you 
would look over the years, as I believe has been mentioned before, our 
expansion program swings like a pendulum. We built up our ingot 
facilities as they were built up during the war. After the war, as the 
record will show, those facilities were not utilized to any great extent. 
We were anxious to be able to utilize them more, so we devoted most 
of our efforts toward the expansion of our fabricating interests. Now 
our efforts are in the other direction. 

Mr. SuHears. One thing you testified to this morning was about an 
August 21 proposal which you made to the Munitions Board. How 
long before that letter proposal of August 21 were you engeged in 
conversations with members of the Munitions Board or any other 
Government official? 
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Mr. Davis. To my knowledge, it was only a short time prior to 
the time of that letter. It might have been a week, or it might-havye 
been less. Something on that order. 

Mr. Suears. You testified that your power cost was less than a mil! 
per kilowatt. Our cheapest public power, as it has been adduced in 
this hearing, is around two mills. Is that not enough of an advantas: 
for your company to go ahead, without a purchase contract from the 
United States, with your British Columbia plant? 

Mr. Davis. No, sir. I do not believe it is. We run a continual 
risk, and it is a very grave risk, in our view, that the tariff will be 
increased, and as late as September 1950 representations were made 
to that effect. If we had facilities in this country, we would not face 
that risk, but the tariff is always there, staring us in the face. 

Mr. SHxars. | presume that if you go ahead you get an accelerated 
amortization provision from Canada, the same as you did at Ship- 
shaw? 

Mr. Davis. Not necessarily, Mr. Shears. 

Mr. SHears. Have you had any conversations with the Canadian 
Government? 

Mr. Davis. I do not know, but in the next session of the Canadian 
Parliament—and Mr. Powell can correct me—lI believe they are going 
to consider allowing all companies double depreciation if they under- 
take expansion for military or security reasons. That would be some- 
what different than the depreciation during the last war. It would 
be double depreciation—double the standard rates. Am I correct, 
Mr. Powell? 

Mr. Powe... Yes. 

Mr. SuHears. Is that better than the Shipshaw depreciation? 

Mr. Davis. Well, at Shipshaw, if you are referring only to the 
Shipshaw power plant, we were permitted to depreciate that 60 per- 
cent over a 5-year period. I do not know how that would compare 
to double rates of depreciation under the standard seale. I think it 
would be less favorable on a double depreciation rate. 

Mr. Suears. One of the exhibits now in evidence is from the New 
York Herald Tribune, dated February 27, 1950, which is the first 
discussion we have in any public notice regarding the British Columbia 
project, and it reads in part as follows: 

Some observers estimate that it will take at least 8 years to turn this section of 
wilderness into the world’s largest aluminum center. The proposed town site 
with an eventual population of 50,000 would become one of British Columbia 
largest cities, third to Vancouver and Victoria. 

Is that estimate of 8 years during normal times back in February 27, 
1950, too large an estimate, or how do you feel? 

Mr. Davis. That does not coincide with our estimate, but I am 
sure Mr. Powell will go into that in more detail. 

Mr. Bryson. I believe your estimate was around 3 years, was it not? 

Mr. Davis. Three years for stage 1, Mr. Chairman; 5 years for the 
complete development. 

Mr. Bryson. Thank you again, Mr. Davis. We will now hea: 
from Mr. Powell. 
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STATEMENT OF R. E. POWELL, PRESIDENT, ALUMINUM CO. OF 
CANADA, LTD. 


Mr. Bryson. Mr. Powell, will you give your full name and the 
capacity in which you are testifying? 

\ir. Poweiu. My name is R. E. Powell. I live in Montreal and I 
am president of Aluminum Co. of Canada, Ltd. 

Mr. Bryson. What connection, if any, does the Aluminum Co. of 
Canada bear to Mr. Davis’ company? 

Mr. Powerit. All of the common shares of Aluminum Co. of 
Canada, Ltd. are owned by Aluminium Limited. 

Mr. Bryson. I believe you have a prepared statement, Mr. Powell? 

Mr. Powe tt. I have. 

Mr. Bryson. Would you like to proceed to read this statement? 

Mr. Powe tu. If you so desire. 

Mr. Bryson. All right, sir. Will you go ahead? 

Mr. Powe... Because we believe that it is always necessary to be 
planning for the future in the aluminum business, we have in the past 
several years explored various remote hydroelectric sites that would 
support large-scale production. 

About 3 years ago an invitation came to us from the Provincial 
Government in British Columbia to survey the possibilities of pro- 
ducing aluminum in that Province. The potentialities in British 
Columbia had been known to us for many years and we had, in fact, 
given consideration to them some 10 years earlier. 

Acting on this invitation, we set our engineers to work and during 
the course of the past 3 years the surveys and engineering studies in 
British Columbia have been continuous and we have spent close to 
$1,000,000 doing the engineering studies and bringing the engineering 
plans to an advanced stage of completion. Many months before the 
outbreak of hostilities in Korea we were convinced that a large-scale 
economie and thoroughly practicable aluminum development could 
be undertaken in the coastland of British Columbia. 

Our investigations have now reached the stage where only a few 
lesser engineering problems remain to be solved in detail, and on 
January 2, 1951, we signed an agreement with the British Columbia 
Government granting us the rights to develop power for an aluminum 
project. This agreement is subject to ratification by the Provincial 
legislature, which will meet in the next few months. 

The Pacific coast line of British Columbia north of the city of Seattle 
is marked by a continuous series of deep, narrow fjords running back 
in some cases 50 to 80 miles from the ocean itself. Towering above 
these fjords to a height sometimes of 8,000 to 10,000 feet is the coastal 
range of mountains. Beyond the coastal range again is a highland of 
valleys and tableland, which catch the heavy precipitation of rains 
and snow when moist winds sweeping across the Pacific Ocean strike 
the coastal mountains. /s a result, the coastal interior is a network 
of lakes and rivers, most of which Crain into the interior river system. 

In the Tweedsmuir National Park area there is a chain of lakes feed- 
ing the Nechako River, which flows east. It is our plan to dam this 
Nechako River system and raise the elevation of the tributary lakes 
to the westward to an elevation of approximately 2,800 feet above sea 
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level. Approximately 100 miles west of the dam, where the im- 
pounded water would be backed up to the mountains, we would then 
drill large tunnels 10 miles through the solid rock of the mountains 
and drop that water through penstocks inside the mountain the grea 
distance of 2,600 vertical feet. The volume of water rushing down 
the tunnels would not be large i in comparison, for example, with the 
volume required to operate the Shipshaw plant. But because of the 
very high head of water there would be tremendous energy available 
to generate electricity. 

Mr. Bryson. Do you know of another project comparable to this in 
engineering achievement? 

Mr. Powe... No, sir. 

Mr. Bryson. In other words, this would be a new field of endeavyo: 
with regard to that tunnel? 

Mr. Powe.iu. Oh, no. The tunneling is a well-established practice 
in hydroelectric development, but as to the possibilities of this sit: 
there are none to compare with it as to potentiality of power. 

Mr. Bryson. | did not know of any myself. I have seen water 
handled this way in flumes, we call them. 

Mr. Powe... Penstocks we call them. 

Mr. Bryson. Yes. In our country we have some small hydro- 
electric plants like that. 

Mr. Powe... Instead of building what would be called the con- 
ventional penstock, which is on the surface of the ground—sometimes 
of wood, and sometimes of steel, and sometimes of concrete—at the 
end of the tunnel there would be a shaft which would take the place 
of conventional penstocks. No new engineering problem is involved 
It has been done before. 

At the discharge of the penstocks on the ocean side of the mountains 
there would be a power plant built inside the mountain, 10 miles from 
tidewater at the head of a deep fjord. 

Our hydraulic experts state that in a power plant thus located we 
would develop a firm output of 1,600,000 horsepower, or, in other 
words, something more than the combined firm output of the develop- 
ments that we now operate in the Province of Quebec. 

Mr. C. P. Dunn, vice president of Morrison-Knudson Co., the 
prominent international firm of consulting engineers in San Francisco, 
has been supervising the detailed engineering studies on the British 
Columbia project, and has stated that in his experience the large 
volume of water at high elevation available in this project, continu- 
ously throughout the year, is a rare combination to be found in few 
places in the world. Mr. Dunn’s firm and our company have both 
considered the availability of hydroelectric power in all parts of th: 
free world and have selected the Nechako-Kitimat site as the most 
economical large power site to be found anywhere. 

We estimate that in the initial stage of the development, namely 
500,000 horsepower, the cost of power delivered to the aluminum 
smelter at Kitimat will be 1% mills per kilowatt-hour. For the final 
stage of the power development, namely, a total of 1,600,000 horse- 
power, the power cost at the smelter will be 1 mill per kilowatt-hou 

Even though we are capable of expanding our power developments 
in Quebec by another 250,000 horsepower in addition to an equal 
amount already being constructed there, and able to complete such 
development faster than the British Columbia project, we consider 
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that it is important to get a start in a new locality where there can be 
a further large expansion quickly if the emergency deepens still further. 

From the powerhouse a transmission line approximately 48 miles in 
length would conduct the electric power to an aluminum smelter 
located at tidewater at the head of another deep fjord at the site of an 
old Indian village called Kitimat. There we would build deep-water 
harbor installations open all the year round, permitting the easy entry 
of the raw materials required for aluminum production and permitting 
also the rapid and economic export shipments of the resulting alumi- 
num ingot in oceangoing vessels. The Kitimat site is also in easy 
reach of the Canadian National Railways transcontinental route to 
Prince Rupert. To decentralize the project, a 330,000,000-pounds- 
per-year smelter could be built at Kemano, 10 miles from the power 
plant. 
It is our present idea that alumina rather than bauxite would be 

shipped to the smelter, the alumina coming from our important de- 
velopments in Jamaica or British Guiana by. oceangoing ships through 
the Panama Canal. Important economies in shipping charges and 
shipping tonnages can be obtained by importing alumina rather than 
bauxite. . The amount of raw materials required per pound of alumi- 
num produced in British Columbia will be 2.6 pounds, compared to 
close to 7 pounds if the bauxite itself were brought in to the site. 

Mr. Wits. You would have to build alumina facilities in Jamaica 
then? 

Mr. Powe tt. Yes, sir. 

Mr. Wits. As part of this project. 

Mr. Powett. Yes, sir. We are now building an alumina plant in 
Jamaica. 

Mr. Suears. How long will that take? 

Mr. Powe... In Jamaica I think it would be a year and a half be- 
fore we could get alumina from that plant. We also have in mind an 
alumina plant for British Guiana which we could build in, say, 2 years. 

Mr. Suears. What is the capacity of your Jamaica plant? 

Mr. Powex.u. The capacity of the Jamaica plant, as_ already 
authorized, is small—about 40,000 tons a year. 

Mr. Witson. What is the distance from your Jamaica holdings to 
this proposed site? 

Mr. Powe... According to this map—and I do not know who pre- 
pared it—from Jamaica to this site is 5,026 miles. Does that answer 
your question? 

Mr. Suears. Is not the shipment of alumina experimental and 
one that requires special ships? 

Mr. Powreiyi. You mean experimental in shipment? 

Mr. Suears. Yes. 

Mr. Powe. Oh, no. We ship alumina now. 

Mr. Suears. How do you propose to handle it? Alumina is a 
dust material, is it not? 

Mr. Powruu. Well, you may call it so. 

Mr. Shears. You put it in the hold of a ship? 

Mr. Powe... Yes. 

Mr. Saears. You do not have to bag it up in advance? 

Mr. Powrun. No. Ordinarily shipments in small amounts are 
be aged, but is is our intention to handle it a little as wheat is handled— 
in bulk. 
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Mr. Suears. Are there any sizable shipments of alumina in bulk 
that you know of? 

Mr. Powe tu. No, sir. 

Mr. SHears. Do you have to have a specially constructed ship for it? 

Mr. Powe.u. No. Not a specially constructed ship. Ships, as 
I say, that would carry wheat. Any type of hold that would carr 
such a thing as wheat, with perhaps some little calking, would carry 
alumina in bulk. Cement is shipped that way sometimes. 

Mr. Bryson. Lime, and so forth 

Mr. Powe... Yes. There is nothing unusual, Mr. Shears, in the 
transportation of such raw material in bulk, so our engineers say. 

Mr. Bryson. In case you were bringing the bauxite, it would 
shipped in similar ships? 

Mr. Powe... Yes, sir. 

Mr. Bryson. You ship bauxite now? 

Mr. Powe.tit. We do now. Yes, sir. 

Mr. Byson. But, of course, by reducing it to alumina, you have 
reduced the weight a great many times? 

Mr. Powe tu. It varies according to the quality of the bauxite, but 
in the case of Jamaican bauxite a little more than, let us say, 2% to 3 
tons of bauxite are required for 1 ton of alumina. 

Mr. Bryson. Yes. 

Mr. Powe... Now, the practice has always been in the aluminum 
business to ship bauxite in large part to alumina plants erected near 
the aluminum smelters. That has been the custom in North America 
In Europe, however, alumina is often produced nearer bauxite mines 
than smelters, but there is a great saving, of course, in oceangoing 
shipping, if the alumina is moved, rather than the bauxite. 

Mr. SHears. You say your alumina capacity is only 40,000 tons a 
year in Jamaica. How many tons of aluminum will that make? 

Mr. Powe... Half. 20,000 tons. 

Mr. SHears. Where will the rest of your alumina come from for 
your British Columbia project? 

Mr. Powe.u. We expect to create facilities. 

Mr. Suears. At British Columbia? 

Mr. Poweiyt. No. Either Jamaica or British Guiana. 

Mr. Sears. What is the proposed British Guiana capacity? 

Mr. Powe... It depends on the size of the smelting facilities in 
British Columbia. 

Mr. Wiuuts. In other words, you would have to increase your 
facilities at Jamaic: 

Mr. PoweE.u. Yes. 

Mr. Wiis. And/or British Guiana, in proportion to your need 
at your plant in British Columbia. 

Mr. Pows.u. Yes, sir. Correct. 

Mr. Bryson. How long have we known and appreciated aluminun 
How long have we known to process it and handle it, as you have 
described? 

Mr. Powe... Aluminum or alumina? 

Mr. Bryson. Either one. 

Mr. Powe. The two are handled differently. 

Mr. Bryson. How long have we known of the usefulness of t 
finished product, aluminum? 
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Mr. Powe. Well, I would say probably 60 to 70 years. The 
first commercial production of aluminum in the world must have 
been 60 to 65 years ago. 

Mr. Bryson. Where? 

Mr. Powe t. I think the first was in France, and at about the same 
time in the United States. 

Shall I proceed? 

Mr. Supars. You may proceed. 

Mr. Powe... Supplies of petroleum coke used for aluminum 
smelting should present no problem. One of the world’s most 
important discoveries of crude oil has been made in the past 2 or 3 
years in the Province of Alberta, and it is possible that petroleum 
coke could be obtained close at hand from refineries in Alberta or 
British Columbia. 

Mr. SHears. Is there any available now? 

Mr. Powe... No, sir. 

Mr. Suears. Where would you have to get your coke from at the 
present time? 

Mr. Powe... Probably California. Supplies are also available 
from California via coastal shipping or rail. 

The processes intended to be used in the manufacture of aluminum 
will be the standard electrolytical processes employed in this country 
that is, the United States, and in Canada—improved by such secs 
nological advances as our research workers are now making in the 
processes. 1 may say also that we have made considerable technical 
improvements in our smelting technique since the end of World War 
II, all of these improvements resulting in lower production costs and 
reduction in man-hours of labor. 

Regarding the danger of attacks on ocean shipping, it should be 
remembered that this plant can readily be supplied by rail to eliminate 
shipping hazards. Alumina can be sent by rail to Kitimat from 
Arvida or from other eastern seaboard or Gulf-coast ports. There 
would also be the possibility of moving alumina through the Great 
Lakes to Fort William, and thence overland to Kitimat. 

Mr. SuHears. May I| interrupt for a question or two there, Mr. 
Powell? 

Mr. Powe... Yes. 

Mr. Suears. Is the Canadian National, which you speak of, 
double or single-track railroad? 

Mr. Powe... Partly double track. 

Mr. Suears. In that area, is it single or double? 

Mr. Powe tt. Which area? 

Mr. Suears. British Columbia. 

Mr. Powe... Probably all single track. 

Mr. Suears. Is it heavy track? 

Mr. Powe... Yes. 

Mr. Suears. Does it run east to west? 

Mr. Powexi. Well, the main lines of the railways run east to west, 
but their feeders run north and south, including connections at various 
places with American lines. 

Mr. Suears. What is the nearest line south? 

Mr. Powetx. North and south—probably the most frequently used 
would be Saskatoon or Winnipeg to Minneapolis, or Winnipeg to 
Chicago. 
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Mr. SuHears. How close is the north-south feeder to the Kitimat 
location at the present time? 

Mr. Powe tt. Oh, 1,000 to 1,200 miles, perhaps. 

Mr. SHears. Would that require a railroad to be built in there? 

Mr. Powe tt. No, sir. 

Mr. Suears. You would ship it east, rather than south? 

Mr. Poweuu. We ship east. You see, the main lines of railway in 
Canada will naturally enough run east to west. A main line of the 
Canadian National runs to a place on the Pacific Ocean called Prince 
Rupert. This line passes within 25 to 30 miles of Kitimat. The land 
between Kitimat and this point is a gentle, easy slope. We expect to 
build a siding to connect, or the railway will. 

Mr. Suears. With regard to the Gulf ports that you just mentioned, 
I suppose that is an emergency situation in case you could not ship by 
sea. Is that correct? 

Mr. Powe tu. Yes. 

Mr. Suears. Would that tie up a large amount of transportation 
in the United States? 

Mr. Powe... Well, you see, Mr. Shears, that is the practice now. 
Of course, it would take a certain number of railway cars, but the 
producers of aluminum in the United States, to the extent that they 
produce in the Northwestern States, ship alumina either from Mobile, 
Baton Rouge, or Arkansas, by rail to these plants in Washington and 
Oregon, and it is our thought that in an emergency we might do the 
same thing. The distance by rail would be somewhat greater, but, 
as against that, the tonnage or ane required to move the raw 
material—the ocean shipping in our case would only be about one- 
third of that required by the other scadeiehed to move bauxite from 
Dutch Guiana and Jamaica and Haiti to those alumina plants on the 
Gulf coast. 

Mr. Suears. Will you give us some idea of the routing from the 
Gulf to Kitimat by rail? 

Mr. Powe... I beg your pardon? 

Mr. Suears. Is it rather a circuitous routing from the Gulf to 
Kitimat by present rail? 

Mr. Powe... I do not think so; no more circuitous than to the 
plants in Washington and Oregon. You move right up the Missis- 
sippi Valley to Chicago or Minneapolis. I would not say that it is 
very circuitous. 

Mr. Wiison. Do you later on in your statement disc uss the con- 
struction costs of this proposed British Columbia project? 

Mr. Powe... Yes, sir. 

Mr. Suears. Is not the utilization of rail from the Gulf an additional 
load on the already serious boxcar shortage in the United States? 

Mr. Powe... It would mean an additional load. However, we do 
sometimes supply our own cars for the transport of alumina, which 
we now move, | may say. The only alumina plant Aluminum Co. of 
Canada has is at a place called Arvida, apparently confused in the 
minds of many Americans with Shipshaw. 

We make alumina in Arvida and ship by rail to smelters in other 
parts of the Providence of Quebec, some distance away. We ship this 
alumina by rail in cars of our own to a plant at a place called Isle 
Maligne, where aluminum is actually made. We ship from Arvida 
to a place called Shawinigan Falls, some hundreds of miles from Arvida, 
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where aluminum is made. We ship to Beauharnois, which is not far 
from Massena, N. Y., where aluminum is made. 

So, we have an established service moving alumina. 

Mr. SHears. But is not the project at Arvida known as the Ship- 
shaw-Arvida project? 

Mr. Powe... Well, I suppose it depends on who is naming it. I 
think it would be well for you to know that Arvida is the aluminum 
plant and the alumina plant. Some 2 or 3 miles away is the Shipshaw 
power plant No. 2, and a mile or so beyond that is Shipshaw power 
plant No. 1. Twenty-five or thirty miles up the river is the power 
plant called Isle Maligne. Some 15 miles, say, still north and east, is 
the power plant now being constructed, called Peribonka. There are 
two sites on the Peribonka. We are now building one. 

Mr. Suears. All right. 

Mr. Powe tt. Rail freight charges to Kitimat should not put this 
plant at a competitive disadvantage to other smelters in the North- 
west. The distance to Kitimat from Gulf ports, for example, is about 
30 percent greater than the distance from these ports to, say, Van- 
couver, Wash. But an initial saving would have already been made 
by the time the alumina arrived at Gulf-coast ports because of the 
saving on ocean freight. 

Where we would ship Jamaican alumina to Gulf-coast ports, it 
appears other producers would ship Jamaican bauxite, requiring 
2% times as much shipping space to produce the same quantity of 
aluminum. It can thus be seen that under emergency conditions the 
British Columbia project could result in a saving of ships compared 
to United States plants dependent on imported bauxite. 

It is interesting in this connection to note the following approximate 
ocean distances: British Guiana to mouth of Mississippi River, 1,850 
miles; Dutch Guiana to mouth of Mississippi River, 1,950 miles; 
Jamaica to mouth of Mississippi River, 750 miles; British Guiana 
to mouth of St. Lawrence River, 2,600 miles. 

Previous statements before this subcommittee have referred to the 
security risks involved in this British Columbia project. It is not 
for me to say how this continent should be defended from enemy 
attack. That is a matter that is much better left to the capable hands 
of the military leaders of our respective countries and to the United 
States-Canada Joint Defense Board, which, as you know, is a body in 
existence for several years, charged with our mutual defense responsi- 
bilities. 1 cannot therefore presume to suggest how this continent 
is to be defended nor what are the most vulnerable targets. 

Our British Columbia aluminum project would be located approxi- 
mately 400 miles northwest of the city of Vancouver or, as the crow 
flies, approximately 90 minutes’ flying time from the city of Seattle 
or the Grand Coulee power dam. Distances do not mean so much as 
they used to, but to the layman it appears that there are natural 
topographical features in favor of this British Columbia project from 
a security point of view. 

The Nechako Dam is the principal hydraulic structure in the scheme. 
It will be a rock-fill dam with an earth seal on the upstream surface. 
It will not be equipped with gates and will not be susceptible to damage 
by aerial or floating bombs to any considerable degree. The spillway 
structure is some miles distant from the dam. It will be a low concrete 
section without gates and not particularly susceptible to bomb 
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damage; or, if damaged, the loss of water would not be so importan 
due to the low height of the structure. 

Earlier mention was made of the tunnels inside the mountains 
that will carry the water to the plant. The intake to these tunnels 
will be about 100 miles west of the dam just described. There will be 
little structural work in evidence above the surface of the reservoir 
at the intake point, and damage would not be easy to inflict. If 
inflicted, it would not be likely to cut off the entrance of the tunnels 
The penstocks, generally a vulnerable part of a hydroelectric installa- 
tion, will be deep beneath the mountains and will be fully protected 
against any type of enemy attack. 

We expect that the powerhouse itself will be equally invulnerable 
It is the present plan that the powerhouse will be in a cave one-quarter 
of a mile inside a granite mountain and completely secure from attack 
from the air. The powerhouse will be 10 miles from tidewater at thi 
head of a fjord some 50 or more miles from the sea. The approach 
from tidewater to the powerhouse will be through a narrow gorge 
between precipitous mountains and easily guarded. 

The transmission line from the powerhouse to the aluminum plant 
will pass between and over mountain ranges practically inaccessible 
except by heliocopter, and almost continuously blanketed in clouds. 

The aluminum plant is planned to be at tidewater at the head of 
another long fjord, although it could very well be moved back inland, 
say 10 or more miles, if found desirable. It will be located in a valley 
some 5 miles wide, bordered by high and precipitous mountains. 

The aluminum plant site and the power plant site are at the head 
of two separate fjords which are in no striking way different from the 
multitude of fjords which indent the whole British Columbia coast to 
a depth of 50 to 75 miles. From the point of view of an aerial attack, 
the part of the coast where these particular fjords are located is often 
foggy or cloudy, and the general similarity of the fjords make air 
and water navigation difficult except to pilots who know the country 
well. 

From the point of view of a water surface or submarine attack, the 
long, narrow fjords and offshore islands offer the best possible oppor- 
tunity for detection and defense. 

A town site for the aluminum works must be built and housing and 
other municipal facilities must be provided. This is the same type 
of development as we have already successfully accomplished in 
Quebec in the Saguenay Valley. 

We plan that the project can be completed, if required, in two 
stages, or in one large stage at the outset. The first stage of develop 
ment would produce at the rate of 330,000,000 pounds of aluminum 
per year starting about 36 months after the initial commencement o! 
the development. Within two more years the production would bi 
increased by 770,000,000 pounds of aluminum per annum, or to a 
total in the project of 1,100,000,000 pounds per year. 

It can be said that while the over-all requirements of materials to 
build the project would be large, we believe that only a fraction of them 
would need to come from the United States. Cement and other 
construction materials, including most of the steel requirements 
would be available from Canadian sources. Speaking in rough figures, 
it might be estimated that the entire development in its final stage 
would require 200,000 tons of steel, 24,000 tons of aluminum, and 4,000 
tons of copper. 
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The heavy electrical equipment, such as generators and trans- 
formers, would be produced in Canada. To the extent special steel 
or equipment not made in Canada were needed, we would expect our 
suppliers to obtain them, for the most part, by importation from the 
United Kingdom, Sweden, Switzerland, or the United States, wherever 
they are most readily available and on the theory that it is in the 
interest of Canada as well as the United States and other Allied 
Nations to have each contribute what it can best and most economi- 
cally produce. There would be some special mining equipment and 
earth-moving equipment not normally made in Canada that we would 
expect to get from the United States. 

While detailed plans and specifications have not yet been fully 
developed, our engineers believe that the total of materials and equip- 
ment that might normally be obtained from the United States would 
represent some 5 percent of the total. 

Our engineering staffs and epgineering consultants are working 
steadily on the projects, as they have been for more than 18 months. 
Various other preparations for construction are being made, such as 
the close study of weather factors, diamond drilling of dam sites, the 
building of a road to permit access to construction sites on the power 
project, and the investigation of equipment and supply sources. 

On the basis of engineering plans thus far prepared and current 
material quotations, we estimate that the approximate over-all cost 
of the first stage of the development will be $205,000,000 for an annual 
production of 330,000,000 pounds of aluminum, while the final devel- 
opment to produce an annual total of 1,100,000,000 pounds will cost 
an additional $350,000,000. 

Mr. Suears. A total of $555,000,000. 

Mr. Powe ut. $555,000,000. 

Mr. Wiis. Mr. Powell, why is it that electric power is always so 
predominant in your considerations? For example, for this plant it 
would be necessary to drill through mountains and build new cities, 
and transport materials from six or seven thousand miles away, which 
normally would be a tremendous consideration in the building of a 
plant. However, always those considerations are minor and we must 
come back always to the question of electric power. The record is 
full of it, and I cannot sink my teeth into why that is. Can you give 
me an explanation without using engineering terms? 

Mr. Powe. I have been in the business for 42 years, and I still 
wonder about it myself. Obviously, it would be much more sensible 
to smelt this ore near its birthplace, if you please. But it happens 
that it is a balance as between the cost of transportation and the cost of 
the power. 

To make power, as, for example, with Diesel engines or with steam, 
costs three or four times as much as to make power in such a hydro- 
electrie development as this being discussed. 

As against that, let us suppose that, as is the case in many places 
in the world, including the United States, power for aluminum pro- 
duction costs, let us say, 4 mills a kilowatt-hour. That means approx- 
imately 4 cents per pound of aluminum produced. Whereas, in a 
place like British Columbia, the power would be 1 mill, and the 
power cost to us per pound of aluminum produced would be 1 cent. 

Now, to move alimuna to this site in British Columbia would cost, 
say, a half-cent a pound, or 1 cent per pound of metal, inasmuch as 
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2 pounds of alumina are required for each pound of aluminum. |; 
would mean a transportation cost, of, say 1 cent per pound of alum- 
inum, as against the increased power cost, if power should be generated 
where the bauxite occurs, of, shall we say, 3 cents. 

It is also to be noted that usually the bauxite which occurs in 
tropical or subtropical countries must move anyway to the more 
temperate zones, where the demand exists. In any case you have to 
more the aluminum some day, so it works out that it is better to 
more the raw material to the power instead of by main brute strength 
trying to generate power with Diesels, or with steam. But, I agree 
with you that it does not seem to make sense. 

Mr. Wiuuts. I certainly suppose that your research department 
has tried to find power sources other than electric? 

Mr. Powe... We have spent very large sums of money, and are 
spending now very large sums of money on processes designed « 
course, to simplify the processes. When you consider the costs and 
profits, one might well, it seems to me, take into account the millions 
lost on dry holes, if you know what I mean. 

Mr. Wits. J know very well. 

Mr. Powe... We ourselves, | remember well, spent some eight or 
ten millions of dollars or a process believed to be better for the extrac- 
tion of alumina from the raw material, and the net result was nothing 
We lost eight or ten million dollars. But now those millions of 
dollars are not added as a burden currently, as they might well be, 
to the cost of alumina. 

This is all research and development expense, which has to be 
financed by some means. 

But, the answer to your question is, of course, that there is a con- 
stant struggle to simplify the process, to reduce the cost of the metal, 
and we have had some success. However, basically, the process 
used for the extraction of alumina from bauxite, and the process of 
smelting that alumina, are the same as they were 50 years ago. 

Mr. Wituts. Thank you very much. 

Mr. SHears. Have you made any arrangements regarding the 
British Columbia project with the Canadian Government, such as for 
water rights? 

Mr. Powe... In Canada, unlike the United States, the water 
rights belong to the provinces. We have made arrangements with 
the government of the Province of British Columbia for these rights 

Mr. Sears. Must you not start construction within a certain 
period of time? 

Mr. Powe... I beg your pardon? 

Mr. SHears. What are the terms of that contract? 

Mr. Powe... Well, without going into too much detail, we ar 
obliged to start construction by a certain date some years hence 
We are obliged, to hold the concession, to generate a certain quantity 
of power by a certain later date, and by successive steps increase that 
generation. 

Mr. Suears. Could you possibly supply us with a copy of that 
agreement? 


Mr. Powe tu. Yes. 
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(The document referred to is as follows:) 


AGREEMENT Between THE GOVERNMENT OF THE PROVINCE oF Britisu Co- 
LUMBIA AND ALUMINUM CoMmMPANY oF CaNapba, Limited (Dated DEecEMBER 
29, 1950) 


This agreement made the 29th day of December A. D. 1950, between His 
Masesty THE KING in right of the Province of British Columbia (hereinafter 
called the GOVERNMENT), represented herein by the Minister of Lands and 
Forests of the said Province (hereinafter called the Minister) duly authorized 
by Order-in-Council No. 2883 under the authority of the “Industrial Development 
ct,” of the first part and ALUMINUM Company or Canapba, Limirep, a Company 
incorporated under the laws of Canada, having its Head Office in the City of 
Montreal in the Province of Quebec and duly registered in the Province of British 
Columbia, having an office in the City of Vancouver, British Columbia (herein- 
after called ALCAN) and represented herein by its proper officers duly authorized 
by resolution of its Board of Directors dated 22nd December 1950, of the second 
part: 

Witnesseth that: 

Whereas the prosperity of British Columbia depends on the development of 
its natural resources, the expansion of its industry and the establishment of new 
centres of population within the Province, and 

Whereas the remote unrecorded waters hereinafter referred to as the Eutsuk 
and Tahtsa water power are natural resources capable of producing great quan- 
tities of electric power, and 

Whereas the GOVERNMENT is unwilling to provide and risk the very large 
sums of money required to develop those water powers to produce power for 
whith no market now exists, or can be foreseen except through the construction of 
facilities for the production of aluminum in the vicinity, and 

Whereas the GOVERNMENT desires ALCAN to investigate the possibilities of the 
said water powers for aluminum production, to develop the natural resources 
of the Province and to establish an economically sound and prosperous business 
in the Province, and 

Whereas ALCAN is willing to consider the construction of a large aluminum 
plant ineluding the required power development at a location where it will have 
assurance that it may continue to import its raw materials, generate low-cost 
electric power to process such materials and export aluminum at sufficiently low 
prices to compete with aluminum and other materials in distant and protected 
markets with a reasonable expectation of adequate reward for the risks inherent in 
the business, and 

Whereas ALcaN has financed and established and is operating large plants in 
prosperous communities for the generation and use of great quantities of electric 
power to process imported ore into aluminum, which is largely sold abroad, and 

Whereas the construction of such an aluminum plant at or near the site of the 
said water power would accomplish, without investment by or risk to the Gov- 
ERNMENT, the development of power, the establishment of a permanent industry, 
and the beginning of a new centre of population, and 

Whereas His Majesty, by and with the advice and consent of the Legislative 
Assembly of the Province of British Columbia, has authorized the Lieutenant- 
Governor-in-Council to make, and the Minister to execute, an agreement to 
advance that end, on such terms as the Lieutenant-Governor-in-Council deems 
advisable and in the best interest of the Province. 

Now therefore in consideration of these premises and of the mutual covenants, 
provisions and conditions hereinafter set forth and pursuant to the powers con- 
ferred upon the Lieutenant-Governor-in-Council by the “Industrial Development 
Act,” the parties hereto agree as follows: ; 


1. Licence and permit 

The GovERNMENYr grants to ALcAN the right, and a licence or licences and a 
permit or permits under the ‘Water Act,”’ to store and to use by diversion and 
otherwise, those unrecorded waters called the Eutsuk and Tahtsa water power 
and to occupy all Crown Lands pertinent to the full development and operation 
of the said water power which is identified and described in the forms entitled 
“Conditional Water Licence’”’ and “Permit Authorizing the Occupation of Crown 
Land” appended hereto and make a part hereof. 
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ALCAN may in due course submit to the GOVERNMENT detailed plans and desc: 
tions prepared by a qualified land surveyor showing exactly the Crown La 
required by ALcan for flooding and, or, other purposes in respect of the W; 
(as hereinafter defined in Section 3 hereof) and the parties hereto wil! forthy 
execute a supplementary agreement identifying such plans and descriptions whi 
agreement and plans and descriptions shall be appended hereto and made a part 
hereof. 

The GovERNMENT hereby authorizes the Comptroller of Water Rights and 
Minister to issue under the ‘‘Water Act,’ subject to the provision of Section |4 
hereof, the said licence or licences and permit or permits, and will from time 
time execute and deliver or cause to be executed and delivered any and all further 
instruments that ALCAN may reasonably request to confirm or implement the 
rights, licences, and permits hereby granted. 


2. Cancellation of licence and permit 

If ALCAN commences construction of the Works (hereinafter defined) bef 
Ist June 1953, and installs at the Works generating equipment having a capa 
of not less than 400,000 horsepower before Ist January 1963, ALCAN’s right 
hereunder (including ALCAN’s rights under the said licence or licences and pern 
or permits in respect of the aforesaid water power) may not be reduced prior | 
Ist January 1983 for any cause other than default by ALCAN in the performance 
of its obligations under Sections 4, 5, and 6 hereof. If, on Ist January 1983, the 
generating equipment installed at the Works has a capacity of 750,000 horsepower 
or more ALCAN’s said rights may not be reduced prior to 3lst December 1999 
for any cause other than default by ALcaN as aforesaid. On 3lst December 
1999, a final licence will be issued to ALCAN based on the generating capacity the: 
installed at the Works. At no time will the said licence or licences and permit 
or permits be cancelled or the quantity of water that ALcan is authorized 1 
store, divert, and use or the area of Crown Lands ALCAN is authorized to oecupy 
be reduced below the quantity and area required for the full utilization of the the 
installed generating equipment except in case of default by ALCAN as aforesa 

If ALCAN, by reason of business or other conditions, should request extensions 
of the periods specified in connection with the construction of the Works, th« 
Minister may grant such extensions to the extent that he shall consider then 
reasonable. 

If before the installation at the Works of generating equipment having a 
capacity of not less than 750,000 horsepower ALCAN or any of its subsidiaries 
should begin construction elsewhere of a comparable aluminum plant having ar 
annual capacity of 225,000 tons or more and a power development adequate t» 
furnish the requirements of such plant or if Aluminium Limited (if then affiliated 
with ALCAN) or any of its then subsidiaries should begin construction of such a 
project in Canada, the said rights and the licence or licences and permit or permits 
granted hereunder may be reduced to the extent that such rights are not required 
for the full utilization of the then installed generating equipment. 

If the GOVERNMENT should at any time reduce ALCAN’s said rights hereunder 
on account of the portion withdrawn the GOVERNMENT will include in any licence 
or permit thereafter granted to anyone other than ALCAN a provision for the pay 
ment to ALcan of equitable compensation for any benefit deri ved from the con- 
struction and operation of the Works by ALCAN. 


3. Sale of Crown lands 

Nothwithstanding Sections 46 or 57 of the “‘Land Act’’, the GovERNMENT wi 
from time to time, when required by Atcan, sell and convey, in fee simple, | 
A.LcaNn such Crown Lands as may be needed for the Works which are here! 
defined as “‘all dams, canals, tunnels, aqueducts, penstocks, raceways, protecti 
works, powerhouses, -spillways, wharfs, docks, townsites, hydraulic structur 
roadways, railways, cableways, pipe lines, flumes, transmission lines and 
other structures, waste dumps and other facilities capable of or useful in connecti 
with diverting, storing, measuring, conserving, conveying or using the wate! 
of the Eutsuk and Tahtsa water power and producing, measuring, transmitti: 
or using the power to be generated thereby and plant sites, wharfs, docks, tow 
sites, roadways, railways, conveyors and all other structures, waste dumps a 
other facilities capable of or useful in connection with producing aluminum a 
other materials by using power generated by the said water power.’ 

Such sales shall be made at prices not in excess of the present minimum pric 
specified in Section 47 of the ‘‘Land Act.’’ No stumpage or royalty will be exact 
on timber which is damaged, destroyed, or removed in connection with the co! 
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struction or operation of the structures and facilities enumerated in this section, 
and which is not used or otherwise gainfully disposed of by ALCAN. 

On all such lands and lands to be flooded by the Works the GovERNMENT 
agrees to maintain a reserve against staking under the “Mineral Act,’ ‘“‘Placer 
Mining Act” and the “Petroleum and Natural Gas Act”’ and specifically the reserve 
placed’ by Orders-in-Council Nos. 413 and 414 of 6th March 1950 and to refrain 
from alienating any such lands until completion of construction and/or flooding 
affecting any portion thereof. During such period ALcaN shall have prior right 
to locate and record claims to any mineral discovered by reason of the development 
of the said water power. Subsequent to completion of development of any part 
of the Works the GovERNMENT will maintain adequate reserves for the protection 
of that part of the said Works against encroachment. 

The GOVERNMENT will permit ALCAN to occupy and to flood such Crown Lands 
as may be required for the construction and the operation of the Works but shall 
not be obligated to sell to ALCAN any Crown Lands that are required only for the 
purpose of flooding by ALcAN on the rental terms set forth in Section 6 hereof. 

Roads built by ALcan to provide access to and between the various sites of 
the Works constitute part of the Works and Crown Lands required for such 
roads may be purchased by ALCAN as is provided in Section 3 hereof. However, 
ALCAN may in specific cases requested by ALCAN and subject to approval by the 
Minister of Public Works improve existing roads, including supplementing them 
by the construction of new roads without any charges by the GOVERNMENT even 
when Crown Lands are involved and without assuming the obligations of owner- 
ship of such improvements. 

Any road constructed by Atcan and located on its own property, excepting 
roads used entirely in connection with the operation of the Works, may be declared 
a public road when such action is considered by the Minister of Public Works to 
be in the public interest. However, in such event the GOVERNMENT will assume 
the maintenance of the road and ALcaN will convey to the GOVERNMENT the land 
occupied by such road without compensation. 


4. Initial rentals 

ALcAN has paid to the Minister the sum of $20,000 receipt of which is hereby 
acknowledged and the Minister will, in lieu of further rentals or other charges 
during the period prior to the generation of power at the Works, accept evidence 
that ALCAN has made expenditures on engineering studies of British Columbia 
water powers and the designs and specifications for the Works at an average rate 
from Ist June 1948, of not less than $40,000 per year up to an aggregage amount 
of at least $750,000. Atcan will deliver to the GOVERNMENT the reports and 
plans produced by the said engineering studies if and when the said license or 
licenses and permit or permits are surrendered or cancelled. 


5. Rentals for power generated 

ALCAN will pay the GOVERNMENT in respect of all hydroelectric energy gen- 
erated by ALcAN at the Works the following annual rentals: 

(i) in respect of all hydro-electric energy, used by ALCAN and its subsidiaries 
defined as companies controlled by ALCAN) engaged in processes contributory to 
the production of aluminum or sold as secondary power (i. e., energy for the 
production of steam or otherwics in direct competition with fuel) ALcan will 
pay an annual rental per horsepower year equal to one and two-thirds times the 
average price per pound (f. o. b. British Columbia smelter) realized by ALCAN on 
aluminum produced in British Columbia and sold by ALcan during the previous 
calendar year; 

(ii) in respect of all other hydroelectric energy generated at the Works ALcan 
will pay an annual rental based on the rental rates paid by others in the Province 
for the generation of electric energy for similar purposes, taking location and other 
relevant factors into consideration; 

Provided, however, that the annual rentals for the first year and subsequently 
shall in no event be less than 25 cents per horsepower year in respect of any 
hydroelectric energy generated at the Works. 


6. Rentals for lands flooded 

ALCAN will, commencing with the generation of power at the Works, pay the 
GOVERNMENT an annual rental in respect of Crown Lands flooded by the said 
Works except when occupied by some party unrelated to ALcAN at the rate of 
10 cents per acre of such lands; provided, however, that such rental shall be 
increased if and to the extent that two-thirds of the average price of aluminum 
determined in accordance with the provision of Section 5 hereof is in excess of 
10 cents per pound. 
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7. Removal of timber 

The GOVERNMENT may at its expense remove any timber on lands to be flooded 
in connection with the Works if and to the extent that such removal will not delay 
ALcAN in making beneficial use of the water. ALcan will not be required to re- 
move timber from land flooded or to be flooded except as hereinafter specified, 
No stumpage or royalty will be exacted on timber which is flooded or which js 
not used or otherwise gainfully disposed of by ALcAN. 

On the lands which are to be flooded ALCAN will clear and make usable to low- 
water level all public road and trail ends, water trails between lakes and such 
other areas as the GOVERNMENT may direct up to a total cost for all clearing by 
ALCAN not to exceed $250,000. ALcan will reestablish wharfs, landings, docks 
and other public approaches, or public facilities that exist and are in use at the 
time of this agreement and will keep the water approaches to such facilities clear 
of debris, and maintain navigability between them to the extent now enjoyed. 


8. Incorporation of town sites 

Wherever the Minister of Municipal Affairs or ALCAN shall so request or upon 
a petition under the provisions of the Municipalities Incorporation Act, the 
GOVERNMENT will incorporate into one or more city or district or village muni- 
cipalities all town sites or other centres of population developed or to be developed 
in connection with the Works. Also the GovERNMENT, with the consent of the 
Legislature, will incorporate into one or more “Industrial Townships” such areas 
of land as ALCAN may designate, and specifically those areas or tracts of land 
which will be owned by ALcaN and which will include the dams, tunnels, trans- 
mission lines, roads and all other portions of the Works. 


9. Sale of power by ALCAN 

In order that the promotion and development of the district and of other 
industries in the vicinity of the Works may be encouraged, ALCAN may sell to 
others electric energy generated at the Works and shall not by reason of such 
sales be deemed a public utility within the meaning of the ‘‘Publie Utilities Act” 
However, the terms of sales to persons other than ALCAN’s own subsidiaries, em- 
ployees and tenants shall be subject to the jurisdiction of the Public Utilities 
Commission, but said Commission shall have no authority to require ALCAN to 
furnish service other than retail distribution and small power service to any one in 
the absence of an undertaking so to do on the part of ALCAN or to require ALCAN 
to extend any service that it shall have undertaken to furnish. 


10. Taxes 

The rentals payable by ALCAN pursuant to Sections 4, 5 and 6 hereof shall be in 
lieu of all taxes and other charges of any nature whatsoever imposed by or under 
the authority of the GOVERNMENT on or in respect of the Works or the lands ap- 
purtenant thereto including flooded land, or the operation of the Works or the 
electric energy generated thereat except (a) Provincial Land and Provincial School 
Taxes on the value of lands and improvements owned by ALCAN which are not 
then within the boundaries of an organized municipality or a said ‘Industrial 
Township”; (b) Taxes imposed by a municipality on property owned by ALcay; 
(ec) Provincial land and Provincial School taxes on the unimproved value of lands 
owned by ALcan in an “Industrial Township” within which ALcAN will provide 
required public services to Provincial standards, and (d) Franchise and Income 
Taxes, use and consumption taxes (except on electric energy generated and used 
by ALCAN or its subsidiaries engaged in processes contributory to the production of 
aluminum) and taxes of a similar nature generally applicable to corporations doing 
business in the Province. 

The GovERNMENT Will not impose or authorize discriminatory taxes or charges 
of any nature whatsoever on or in respect of the Works, the operation or thi 
products of the Works, or the conduct of the business incident thereto. 


11. Dependability of power supply 

It is recognized that ALCAN is a party to this Agreement solely with the ex- 
pectation that it will have the continuing use of a large quantity of low cost 
electric energy to be employed according to its needs for the production of a 
minum, the cost of such energy being in large part predetermined by the amount of 
the carrying charges on its investment in the portion of the Works producing t! 
said energy. 

It is, therefore, agreed that ALCAN will not be required or compelled to suppl) 
to the GOVERNMENT or to anyone else any of the power generated at the Works 
except as provided in Section 9 hereof. 
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12. Force majeure 

If by reason of any event not reasonably within its control, ALCAN shall be 
delayed in the commencement or prosecution of the construction of the Works, 
the dates specified in Section 2 hereof shall be extended by the period of such delay 
or delays. 

18. Sale, morigage, etc. 

Nothing in this Agreement shall be deemed to restrict or impair the right of 
ALCAN to sell, mortgage, convey, lease or otherwise dispose of or transfer, in whole 
or in part, the Works, any associated property owned by ALCAN or the rights and 
privileges that ALCAN has under this Agreement and all licences, permits and other 
instruments that have been or may be delivered for the purpose of confirming or 
implementing the same; provided, however, that with the exception of town lots 
such sale, mortgage, conveyance, lease or other disposition or transfer shall be 
made expressly subject to the terms of this Agreement, and provided further that, 
without the consent of the Minister, no such sale, mortgage, conveyance, lease 
or transfer shall be made prior to Ist January 1963, except to a subsidiary or an 
affiliate of ALCAN or to a trustee or otherwise as an incident to the financing of the 
construction of the Works by ALCAN or a subsidiary or an affiliate of ALCAN. 


14. Application of statutes 

The present provisions of the “‘Water Act”’ shall be applicable to this Agreement 
and to the said licence or licences and permit or permits hereby granted to the 
extent that such provisions are pertinent and not in conflict with the terms of this 
Agreement, or of the said licence or licences and permit or permits. Any provi- 
sion of this Agreement or of said licence or licences and permit or permits that is in 
conflict with any present or future statute of general application shall not be 
invalidated by reason of such conflict. 


15. Successors and assigns 

This Agreement shall be binding upon and inure to the benefit of the successors 
and assigns of ALCAN. 

In witness whereof the Minister of Lands and Forests has hereunto set his hand 
and seal, and ALcan has hereunto caused its Corporate seal to be affixed and this 
Agreement to be signed by its President and Secretary as of the day and‘year first 
above written. 

Signed, sealed and delivered by the Minister of Lands and Forests in the 
Presence of 

[SEAL] E. T. Kenney, 

_ Attorney General. 

[SEAL] ALUMINUM COMPANY OF CaNaADa, LIMITED, 

R. E. Powe.u, President. 
Paut 8S. Wuire, Secretary. 


PROVINCE oF British COLUMBIA 


Department of Lands and Forests 
Water Rights Branch 


CONDITIONAL WATER LICENCE 


The ALtumInuM CompaNy oF CaNapbA, LimitTEep of Montreal, P. Q., is hereby 
licenced and authorized to store, divert and use water and to construct, maintain 
and operate works as follows: 

(a) The sources of water supply are the Nechako River above Grand 
Canyon and all the streams and lakes tributary thereto, Skins Lake, and the 
Nanika River and all the streams and lakes tributary thereto except the 
tributaries which join the said river more than two miles below Kidprice Lake. 

(b) The points of storage, diversion and use, and the extent of the storage 
reservoirs are approximately as shown on plan marked Exhibit “A’’ which is 
attached hereto and forms part hereof. 

(c) The date from which this licence shall have precedence is 3rd August 
1949, 

(d) The purposes for which the water is to be used are storage and power 
as set forth in an Agreement between the Government and the Licensee, 
dated 29th December 1950. 


80861—51—-ser. 1, pt. 1— 387 
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(e) The maximum quantity of water which may be stored is 35,000,000 
acre feet. The maximum rate of diversion is 9,500 cubic feet per second 

(f) The period of the year during which the water may be stored, diverted 
and used is the whole year. 

(g) The land upon which the water is to be used and to which this licence 
is appurtenant is that land which is required for the power houses referred to 
in the said Agreement and indicated on the said plan marked Exhibit “4.” 

(hy The works authorized to be constructed are the works referred to jp 
the said Agreement and indicated on the said plan marked Exhibit “‘A”’, 

(i) The construction of the said Works shall be commenced and carried op 
in accordance with the terms set forth in the said Agreement. 

(j) The Licensee shall furnish simultaneously to the Department of Fish. 
eries of the Government of Canada, the Game Commission of the Government 
of British Columbia and the Comptroller of Water Rights copies of the plans 
and specifications of all works proposed to be constructed and shall not com- 
mence the construction of any works until the plans and specifications thereof 
have been approved by the said Comptroller. 

(k) The Licensee shall not store, divert, or use any water in any reservoir 
to be created under this licence until the plans for the construction of such 
works have been submitted to the Comptroller and approved by him. 

(1) This licence is issued in accordance with the terms of the said Agreement 
between the Government and the Licensee, dated 29th December 1950, and 
is to be attached thereto and form a part thereof. 

(Signed) J. E. Lang, 
Comptroller of Water Rights. 


File No.: Date issued: 29th December 1950 Licence No.: 19847. 


Tue GOVERNMENT OF THE PROVINCE OF BriTISH COLUMBIA 
Department of Lands and Forests 


PERMIT UNDER THE “WATER ACT, 1939’? AUTHORIZING 
THE OCCUPATION OF CROWN LAND 


The ALuMINUM CompaANY OF CANADA, LimiTepD, of Montreal, Quebec, being 
the holder of Conditional Water Licence No. 19847 authorizing the storage, diver- 
sion, and use of the water of the Nechako River, Skins Lake and Nanika River 
and their tributaries is hereby authorized to occupy by and in connection with 
flooding those Crown Lands lying below the 2,820-foot (referred to a bench- 
mark in Ootsa village established by the Water Rights Branch of the Department 
of Lands and Forests of British Columbia) contour around and adjacent to the 
storage reservoir tributary to the Nechako River and Skins Lake, and below the 
3120-foot (referred to the above-mentioned bench-mark) contour around and ad- 
jacent to the storage reservoir tributary to the Nanika River as shown on Ex- 
hibit “‘A’’ attached hereto and forming part hereof, and to occupy by and in 
connection with the construction, maintenance, and operation of the works referred 
to in the said conditional licence those Crown Lands designated in an Agreement 
between the Government and the Licensee dated 29th December 1950, the total 
having an area of some 300 square miles the exact area and description to be 
determined as stated in the said Agreement. 

The Licensee is authorized to use or destroy the timber on the said lands by 
submerging it or otherwise in accordance with the terms and conditions of the 
said Agreement. 

This permit is appurtenant to the land to which the aforesaid Conditional 
Water License is appurtenant. 

The conditions relative to the rights granted under this permit are in accordance 
with the terms of the said Agreement made between the Government and the 
Licensee dated 29th December 1950 to which this permit is to be attached and 
form a part thereof. 

Issued the 29th day of December 1950. 

E. T. Kenney, 
Minister of Lands and Forests. 
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Mr. Suears. What arrangements, if any, do you expect to make 
with the British Government? 

Mr. Powe... Mr, Shears, you want a copy of the agreement with 
the Province? 

Mr. SHears. In British Columbia, regarding water rights. Now, 
my last question was with regard to the British Government. What 
arrangements have been made or contemplated with the British 
Government? 

Mr. Powe tt. As to British Columbia? 

Mr. Suears. Yes. 

Mr. Powetu. None. The British Government of the United 
Kingdom has nothing to do with it at all. 

Mr. Sears. Do you have any long-term commitments to the 
United Kingdom on that project? 

Mr. Powe tt. No, sir. None. 

Mr. Wiis. What about Canada? 

Mr. Powett. No, sir. As to metal? 

Mr. Wiuuis. As to first call on output to the Government of 
Canada. 

Mr. Powe tu. No, sir. None. 

Mr. Bryson, Is there a Province hydroelectric tax in Canada? 

Mr. Powe tu. Yes, sir. 

Mr. Bryson. How does it compare with the taxes of that sort in 
this country? 

Mr. Powe t. I am not acquainted with the taxes in this country, 
but the tax varies according to the Province, and according to the 
size and conditions. It runs up to, I would say, $2 a horsepower a 
year. I may say, and for reasons all of you will appreciate, British 
Columbia being a Province which is sparsely settled, its government 
is very eager to establish new centers of population, and it has been 
urging for a great many years that we go to British Columbia and 
undertake this development. 

You may be interested to know that we have asked the Govern- 
ment of British Columbia if it would do the development. Its reply 
is well worth noting. It said, “We are unwilling to risk the money.”’ 

Mr. SHears. What arrangements do you expect and hope to make 
with the United States Government? 

Mr. Powe... Expect or hope? Which word do you use? 

Mr. SuHears. Both. You may answer either one, or both. 

Mr. Powe... We are normal business people. We have been in 
the aluminum business a long time. We, I would say, are normal, 
eager sellers. That is our business. We have had, I would say, 
long experience in the business. We acquired these power rights, 
and we have acquired fluorspar rights, and bauxite rights, and spent 
millions on research all through these years, not in expectation of 
war, Mr. Shears, but for any eventuality, such as the growth of 
demand. We, ourselves, I think it is fair to say, and without boasting, 
have done much to create that demand. 

I helped to create the demand about 45 years ago in the States of 
Texas and Louisiana. I was peddling pots and pans from door to door, 
and being thrown out of many doors. We hope, Mr. Shears, that we 
may get important business from the United States. 
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Mr. SHears. Could you not launch this project without a United 
States purchase contract, in the expectation of selling substantia] 
amounts of metal to United States aluminum users and fabricators? 

Mr. Powe... As Mr. Davis said this morning, there is a certain 
reluctance on the part of users in the United States to depend upon a 
foreign source of supply, because tariff changes occur frequently, 
But, I may say we assembled these raw materials and obtained the 
rights to develop this power and other power projects before there 
was a Korean situation and before there was this wave of rearmament. 
But, as Mr Davis pointed out this morning, and as the Province of 
British Columbia has announced, there is a great risk in such a large 
undertaking. 

We would much prefer to be able to go along and paddle our own 
canoe without dependence upon loans, guaranties, or anything but 
current business from all comers. It may be that we can do that. It 
may be that we cannot do it. I am not prepared to say, but we 
would prefer it that way. 

Mr. Suears. What is your present position? 

Mr. Powe tu. Referring exactly to what? 

Mr. SuHears. What you just stated, as to whether you propose to 
go ahead without a purchase contract from the United States or not. 

Mr. Powe... Our present position as of this day is that we have 
not authorized the substantial work on the project. 

Mr. SHears. Have you any assurances from any United States 
customers as to substantial long-term commitments in case you go 
ahead? 

Mr. Powett. No, sir. We have not. 

Mr. Suears. With what United States Government officials have 
you had talks about purchasing aluminum from your company, as 
tied in with the British Columbia project? 

Mr. Powetu. Mr. Davis described this morning the only discus- 
sions by representatives of the company with representatives of the 
Government of the United States—at least known to us—and I think 
we would know about them. 

Mr. Suears. You came down here with Mr. C. D. Howe on 
December 13, did you not? 

Mr. Powe... Yes, sir. That is not quite correct. I met him here. 

Mr. Suears. Have you been here since that time? 

Mr. Powe ut. Yes, sir. 

Mr. Suears. Are you taking up residence in Washington? 

Mr. Powe... No, sir, Mr. Shears. Mr. Davis apparently questions 
that last answer in one respect. You asked was I here in December? 

Mr. Suears. Yes; and since that time. 

Mr. Powe tt. I was here once since. 

Mr. Davis. I think Mr. Shears meant 

Mr. Suears. I meant, have you been here continuously since that 
time? 

Mr. Powe... Oh, no. I have not been here since. I misunderstood 
you. 

Mr. Suears. Have you had any conferences with any representa- 
tives of the United States Government yourself? 

Mr. Powe... No, sir. 

Mr. Suears. Did you have conferences with Mr. C. D. Howe with 
regard to your British Columbia project? 
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Mr. Powe.u. Yes, sir. 

Mr. SuHears. You have outlined to him the details that you have 
iven us, or approximately that? 

Mr. Powg tu. Yes, sir. 

Mr. Suears. Is it your understanding that Mr. Howe was going 
to discuss the matter with the officials of the United States Govern- 
ment? 

Mr. Powety. On the two occasions when I was here—once in 
January and once in December—Mr. Howe informed me that he would 
be glad if I should be in Washington available to him, in case he would 
discuss aluminum with officials of the United States. 

Mr. Suears. Did you have discussions with him before and after 
his conversations with Mr. Sawyer and Mr. Harrison? 

Mr. Powe xu. Before, in both instances. 

Mr. Suears. There were two occasions? 

Mr. Powe t. Yes, sir. 

Mr. Suears. What dates were those two on? 

Mr. Powe... I do not know if he talked to Mr. Sawyer. I do not 
know with whom he talked. 

Mr. Suears. You said before, “both occasions.’”’ Which occasions 
were you referring to? 

Mr. Powetu. One in December and one in January. 

Mr. Wixtson. What kind of contract had you hoped to get through 
agreement with this Government, Mr. Powell? Just a prepurchase 
arrangement, whereby your company would receive the cash now, or 
we would agree to take it when it was delivered? 

Mr. Powe.v. Because of all the misunderstandings that have 
occurred through the years since the Shipshaw arrangements were 
made, we would want very much to avoid any entanglement. We 
would much prefer, as I believe Mr. Davis said this morning, to avoid 
any loans, or guaranties, or downpayments. We much prefer it; 
but, we are only. one corporation, and we do not have the treasury of a 
government behind us. 

It could be that this development—if undertaken in a large bite— 
would be beyond our financial capacity. It is too early to say, but I 
must admit that it would be very helpful if we had an undertaking by 
the Government of the United States, or by any other good credit 
risk, to take a substantial part of the output for a period of years. 

Mr, Wixtson. To be paid for as delivered, do you mean? 

Mr. Powetu. Yes, sir. As delivered. 

Mr. SuHears. Mr. Davis testified that Shipshaw cost about 2% 
times during the last emergency 

Mr. Powe... I beg your pardon. 

Mr. Suears. Mr. Davis testified that Shipshaw cost about 2% 
times during the last emergency what it would have cost,during normal 
times. Is it contemplated that any such speed would be used at 
Kitimat if you go ahead? 

Mr. Powe.u. The Shipshaw project has been designed for an en- 
tirely different type of construction—a type which required all of 
the work to be done in the summer. We have long and very severe 
winters, 

When war came, we were asked to speed things up. We changed 
the design so that we could work winter and summer, and that change 
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of design was responsible for a much higher cost. In British Colum|yig 
we do not expect to depart from the already conceived design. 

Mr. Suears. That is, using only the summers? 

Mr. Powetu. We can work all year in British Columbia. 

Mr. Suears. The reason I asked the question was because at 
February there was a release estimating it at 8 years. I was won 
ing if that was based on just using summers, w hile your present 5-year 
completion date for the project is Gansd on all-year-round construction, 

Mr. Powe t. It has nothing to do with it at all. I do not know 
the origin of the estimate of 8 years. We have no responsibility for it, 
Our estimate, confirmed by, in my opinion, one of the best engineering 
companies in North America, is that this can be completed in about 

5 years—the whole thing. 

‘Mr. Suears. You think that that is a realistic time schedule? 

Mr. Powe t. I have checked it within the last 48 hours, and they 
think it can be done within about 5 years. Three years, or perhaps 
a month or two or three longer, on the first stage, depending on the 
season of beginning. 

I would like to emphasize one statement, if I may, in reference to 
Shipshaw. Before the beginning of World War II, Shipshaw had 
been in a sense started. Some of the work had been done. Because it 
had been started, we were able, 18 months after the decision to go 
ahead, with Shipshaw No. 2, we were able to begin generation of power 
which subsequently, during World War II, was increased to about 
1,200,000 horsepower. 

Mr. Bryson. The Shipshaw adventure has proven profitable; 
has it? 

Mr. Powe.t. Yes, sir. 

Mr. SHears. As a matter of fact, I believe your statement showed 
that you doubled your profits in the last few years; does it not? 

Mr. Powe... Probably. I would like to say, however, that at the 
time of the undertaking no one expected that it would be so. I did 
not. 

Mr. SuHears. With respect to the priority assistance from the 
United States, you mentioned that about 5 percent would be what 
might normally be obtained here. Is that 5 percent of all materials, 
or does that mean 5 percent of steel, or 5 percent of copper? Just 
how did you break that down? By total weights, or what? 

Mr. Powe t. It is very difficult. It may be that we might buy 
generators from the Canadian General Electric Co., and they, in turn, 
buy from others, and the others buy from still others, and it is very 
difficult to say; but, based on our experience at Shipshaw, where 4 
percent, I think, by value, was believed to have been from the United 
States, we felt in the new estimate 5 percent would be on the safe 
side. 

Mr. SHEARS. Is that the total weight or total value? 

Mr. Powe tu. Value. 

Mr. Suears. With regard to those percentages, the percentages 
may be small, but they » may involve very strategic materials. For 
example, steel forgings for your turbine shafts might be one of the 
things you need from the United States. That really would be a 
much greater drain—would it not—than that 5-percent figure you 
arrived at? 
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Mr. Powe tu. I grant you that the heavy steel forgings which we 
could obtain in the United States, and we could obtain in Britain, 
are made with equipment that is, during war, often in great demand. 
[t is a little difficult for a country like Canada to decide just what shall 
be its sources of supply. 

At certain times in between wars the eager trade commissioners and 
salesmen for American concerns urge dependence upon the United 
States. 

Mr. Bryson. I thought the converse was true, and we were pretty 
nearly dependent on Canada for a lot of essential things, like news- 
print, and aluminum, and nickel. 

Mr. Powe t. I think it is true that the United States is dependent 
upon Canada for some things, and Canada is dependent upon the 
United States for other things, which emphasizes, it seems to me, the 
importance of these economic agreements. 

Now, as an example, there are very large tonnages of coal in Canada 

very large; but, they do not happen to be in the populous areas of 
Ontario and Quebec. So Ontario and Quebec get their coal from the 
United States. This coal could be obtained, let us say, in the Province 
of Alberta; but, economically, & vou look at the interests of the two 
countries, it isn’t as sound as getting it from the United States. 

Mr. Bryson. I believe Mr. Davis testified this morning that there 
were abundant supplies of natural gas in Canada. Is that true, also— 
that its inaccessibility makes it uneconomical? 

Mr. Powre.tu. These known sources of gas are in the western 
Province called Alberta, which is some distance from Quebec and 
Ontario. 

But there is another thing, if I may call your attention to it. 
Canada, believe it or not, with less than 15,000,000 people, buys more 
from the United States than any other country. Now, of course, 
Canada has to sell something in order to pay for these purchases, and 
this accounts, of course, for the depreciated value of the Canadian 
dollar at times. We have to struggle hard to find things to offset the 
heavy purchases from the United States as, for example, cotton. 
We cannot raise cotton. We have to buy cotton, and we have to sell 
something to the United States in order to raise the money to pay for 
the cotton, among other things. 

Mr. McCutuocn. Is the trade balance fairly even at this time, 
Mr. Powell, between Canada and the United States? 

Mr. Powe.u. It has been the last year or two, but ordinarily the 
balance is against Canada. You see, this was very complicated inter- 
national trade. In years past, Britain purchased a lot from Canada, 
and tended to help our adverse trade balance with the United States. 

Mr. Bryson. Mr. Powell, it is noted in your testimony—and I 
think Mr. Davis’ also—that $1,000,000 has been spent lately in seeking 
out possible hydroelectric sites. Of course, this may or may not be 
pertinent, but those of us who have been to Niagara Falls for one 
purpose or another—unusually one purpose - 

Mr. Powe. Only one? 

Mr. Bryson. We realize that there is a lot of power there that 
might belong to, as we say down home, ‘‘you all,” or us, that is not 
being used. 

Mr. Powe. Well, it is a strange thing about people. Sometimes 
they want scenery rather than economic development. There is addi- 
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tional power to be had at Niagara Falls, I believe, and there is a very 
large amount of power to be had in the St. Lawrence River. But, for 
reasons with which you are familiar, the St. Lawrence River has never 
been developed as it should have been, and Niagara Falls has been 
developed up to a point where I believe any further development 
might pot enhance the appearance of it. 

Mr. Bryson. We are mov ing into an era or an age in which power 
is essential for the preservation of life, it seems. I believe Mr. Davis 
referred to aluminum as “packaged power.”’ 

Mr. PoweEtu. Yes, sir. 

Mr. Bryson. We have to get that stuff, and sometimes you have to 
trample on the flowers on the front lawn to put a fire out in the house 

Mr. Powe tu. I agree with you. 

Mr. Bryson. Or in the fall of the year, to put coal in your bin you 
are going to mess up your shrubs. 

Mr. Powe... May I refer to a statement made by Mr. Davis which 
I notice with great interest passed almost unnoticed. We have a re- 
duction plant in Canada at a place called Isle Maligne, which uses 
some sixty-odd-thousand horsepower continuously. You must have 
it continuously every minute. It employs less than 200 people. 

We have another plant in the city of Toronto that makes pots and 
pans. It employs 800 people and uses only 500 horsepower inter- 
mittently. 

There are students, particularly in the United Kingdom, Switzer- 
land, and Italy, and to some extent in Canada, who argue that the pro- 
duction of aluminum in a community is not an asset to that commun- 
ity. They argue that it is much better to put that power into facilities 
which will provide employment on a much larger scale. 

Now, we know from experience in this country, for example, that 
the minute the demand for power for toasters, radios, and small ma- 
chines, and so on, gets to be so great in those localities where these 
huge volumes are used for the production of aluminum, then which 
yields? You know which yields. It has happened in this country 
Niagara Falls, to which you referred, was, I think, one of the first 
places in the States where aluminum was made. There is none made 
there now, because the demand for power for miscellaneous uses has 
overtaken it. 

This was true, I believe, 2 or 3 years ago in Washington and Oregon 
There was a temporary shortage of power for some reason or other, 
and it was the production of aluminum that had to be curtailed | 
order to maintain the economy of the community. 

We have had that experience ourselves in the Saguenay Valley. 
You referred to newsprint. There are newsprint manufacturers in 
the neighborhood dependent in part on power generated by us 
When we are short of power, it is usually the production of aluminum 
that takes the curtailment, and not the production of newsprint. 

Mr. Bryson. And aluminum is more essential now than news- 
print. 

Mr. Powe... Yes; it is. Of course, it depends on the time. 

Mr. Bryson. I make no criticism of newsprint. 

Mr. Powe... Of course, one advantage we see in a place like 
British Columbia is that there are few other potential users in sight 
It would be a great many years before you would have any. 
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However, that is the history of the aluminum business. It always 
retreats to the bushes and develops new areas. 

Mr. SuHears. Mr. Powell, I am going to touch on a subject that is 
very close to the hearts of both Canadians and United States citizens. 
What housing is planned to take care of the workers in this wilderness? 

Mr. Powe. Housing? 

Mr. SHears. Yes. 

Mr. Poweti. You understand these fjords are very narrow, and 
the mountains go directly up from the water so that there is often 
very little level land, not even for plants or towns. At one site we have 
considered the erection there of multiple-story apartment houses, and 
the use of old passenger ships for temporary use. We have already an 
option on one that will accommodate 1,500 people. 

We expect to pull this up at the site and temporarily house con- 
struction workers and some in operations. 

Ultimately we hope to build a modern city as we have done in the 
Saguenay Valley. 

Mr. Suears. You say “multiple-story.””, How many stories would 
that be? 

Mr. PoWe.u. Well, 3 or 4 or 6 or 14. I do not know. 

Mr. Suears. I suppose the greater the height, the greater the 
vulnerability? 

Mr. Powe tv. Yes. It is difficult for one to understand, unless 
one visits the place, that some of the fjords have no sites for extensive 
buildings. 

Mr. Sunars. For the most part, except for the supervisory per- 
sonnel, will they be new workers? 

Mr. Powe... It is our intention to organize in Quebee and train 
complete crews and move them out—families, and preachers, and 
priests, and shopkeepers—and move the whole thing out as an 
established community; merely transplant them. 

We expect no difficulty at all with personnel, either manual worker 
or mental worker. In fact, Canada has been supplying some of the 
mental workers for some of the plants in the United States. 

Mr. Suears. You feel you have sufficient workers at present so that 
you will not have to hire new people. Is that your understanding? 

Mr. Powerit. Oh no. I did not mean that. I mean to say we will 
take trained workers from distant plants and move them as an 
organization to a new plant, and replace the trained workers with 
others at the localities where we now operate, there being ample 
labor, and probably a little surp!us labor in those localities 

Mr. Suears. Have you given any thought to the question of Com- 
munist infiltration? 

Mr. Powext. In which plant. 

Mr. Suears. At the proposed new plant. The proposed future 
plant. 

Mr. Powe tt. Oh, yes, but the people we intend to move, or would 
like to move, are French Canadians, strongly Catholic, than whom 
there are no more violent anti-Communists in existence. 

Mr. Wixuts. What is the climate of the area? Do you know? 

Mr. Powe... Oh, say, around 40°. This is on the coast, you 
understand. If you get back into the interior, | suppose the average 
would be lower. It is a very pleasant climate, and we have been 
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swamped, I may say, with applications for work in British Colum}hi, 
Most people in Canada consider it to be the choicest place to live in 
Canada. 

Mr. Witson. There is quite a change in climatic conditions on \p 
the coast in the Alaska region; is there not? 

Mr. Powe t. I have not been in Alaska. 

Mr. Witson. I have not either, but I have read about it. 

Mr. Powe tt. I think all along the coast, in the panhandle, if I may 
call it that—the part that sticks down into Canada—and that is the 
way the Canadians look at it, I think it has fairly good climate «|! 
along the coast. 

Mr. Witson. I thought some of those ports were iced in in the 
wintertime. 

Mr. Powety. That may be, but at any rate the ports we expect 
to use are open all year. I do not think the ports in the lower part 
of Alaska are closed by ice. That may be, though. 

Mr. Witson. Let me ask you this: When we were talking about 
the relative merits of hydroelectric power as against gas, coal, and 
one thing and another, Mr. Reynolds, I believe, testified that if w 
needed aluminum quickly we should build our plants so as to use gas, 
which we have a lot of in Texas and Louisiana and Oklahoma. By 
the way, that is not just to give employment to Texans and Louisianans 
and Oklahomans, as one witness testified who wanted to give some 
Montana folks some work. The object is to get aluminum quickly. 

Do you not think it would be much simpler and more economical! 
to build plants to use gas and coal which we have now, where we have 
to have the aluminum and have it quickly? 

Mr. Powe ut. I have had comparatively little experience with gas, 
but I would say that the possibilities with gas are practical as to the 
time element; but there has been much criticism of locations of plants 
during wartime because those plants after war proved to be un- 
economic. 

Mr. Witson. I will agree with you there, I think there were too 
many war plants located uneconomically. But if we have to have 
aluminum quickly then the security situation in the southern part 
of the United States is such that we are more than 5,000 miles away 
from our potential enemy. Also, it is a place where we do have abun 
dant supplies of gas, or we will say coal, such as in West Virginia, or 
other places there. Also, we are closer to the bauxite mines in Ja- 
maica, and all the others from which you have to ship your bauxite 
or alumina. Also, there is the additional fact that gas, as I believe 
has been testified to, can be used to produce aluminum at just a slight 
increase over water power, and those plants can be built within a year 
to 18 months. Do you have any opinion about that? 

Mr. Powe tt. As I say, I think there is something to be said for such 
plants if they can be built and put into operation in 18 months or two 
years. But, it could be that they would prove to be war plants. As 
to coal, I have my doubts. 

Mr. Witson. I can understand and subscribe to, and thoroughl; 
believe in the theory that over the long pull there is no cheaper powe: 
that can be made then water power. That is the cheapest there is 
because it is a natural resource. But there are some other elements 
to consider since we are now facing a severe shortage of aluminum, 
and we need it as quickly as possible. 
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Mr. Powe... That, I think, is a point well made. It is for that 
reason that I suggest a beginning of the production, be it in Washing- 
ton or possibly in Texas, but a beginning of production in those centers 
where economic production may be continued after the emergency 
passes. If you cannot have both, we certainly ought to produce where 
we can produce, come what may. 

We have a site already for development on the Peribonka River, 
near Shipshaw—50 miles away. It is a hydroelectric site which 
can be completed I would say in two years. The elements of alumi- 
num production, however, are power, bauxite and certain other raw 
materials, and experience. 

Mr. Wituts. Have you explored the possibility of United States 
sites with water power? 

Mr. Powe... During the early days of World War II—before the 
United States was a participant—the Government of the United 
Kingdom pressed us very hard to increase our production. At that 
time Shipshaw seemed to be just as much of a mountain, figuratively 
speaking, as British Columbia does today. We were very reluctant 
to undertake it. And, do-you know where we went in great secrecy? 
I guess it is nosecretnow. We went to a place just above New Orleans 
and had an option on a large acreage of land for plant site, and an 
option which I wish we had exercised on huge quantities of natural 
gas at 3 cents a thousand feet. 

That was 10 or 11 years ago. But, the demand kept rolling up so 
fast that we worked up a sufficient amount of nerve to tackle Shipshaw, 
and we did get it finished, as I say, in what has been said to be a com- 
mendably short time. And well it was so, because about the time 
we got that plant well started, along came the United States, wanting 
more metal, and it was a very fortunate circumstance that we had 
made these beginnings. 

It is something to be considered for British Columbia; but I do not 
want to be understood to be overselling, or even selling British 
Columbia. It is an undertaking of great magnitude. 

We tried to get the Province to put the money into the power and 
they said, “It is too great a risk.” If it is too great a risk for them 
it is something which should cause the directors of my company to 
hesitate—and we are hesitating, but it is something to be considered. 

Mr. Wixuts. The directors, of course, would be more concerned. 

Mr. Powe.u. We do not want to be bankrupt. 

Mr. Wiuuts. It is just human nature. 

Mr. Powertt. Right. 

Mr. McCuttocn. Mr. Powell, has the Munitions Board of the 
United States given your company any firm, dependable estimates of 
aluminum requirements for the calendar year of 1951 and for the 
ealendar year of 1952? 

Mr. Powe... No, sir. 

Mr. McCuttocn. Do you know whether or not the Munitions 
Board has come to a conclusion with respect to the amount of alumi- 
num that is necessary in those two calendar years? 

Mr. Power... I do not know. 

Mr. McGuttocu. Do you not think it is of the utmost importance 
that those responsible should come to a determination of the amount 
of aluminum that is going to be necessary in this apparent emergency 
that is upon us? 
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Mr. Powe... Yes, I do. I suppose it is difficult for them to decide, 
They in turn have to get information from others. But, of course, 
you cannot plan for the production of aluminum until you know how 
much you have to produce. 

Mr. McCuttocu. Is it proper to conclude that we have been losing 
valuable time during September, October, November, and December 
of 1950, and almost the entire month of January 1951, in arriving at 
some conclusions with respect to this critical material? 

Mr. Power... Obviously, I am in no position even to understand 
the problems that face any organization other than my company, and 
sometimes I wonder if 1 understand all the problems that face it. 
I would not want to—— 

Mr. Bryson. Mr. McCulloch, we will have Mr. Seybold here on 
Friday, from the Munitions Board, and we hope to extract that 
answer from him. 

Mr. McCuttocu. I had no intention of asking you any em- 
barrassing questions, but I am a little unhappy at the indecision and 
delay on the part of some people who are responsible in our 
Government. 

Mr. Bryson. Is that all? We are pleased to have had you gentle- 
men here with us. You amaze us with your knowledge of this vital 
subject. The plans are to have a meeting at 2 o’clock Thursday. 
Senator O’Mahoney will be our witness. 

Mr. Davis. Mr. Chairman, before we go may I express on behalf, 
I am sure, of Mr. Powell, and myself, our appreciation of the courtesy 
you have shown us here. We have been treated very decently and 
we appreciate it, sir. 

Mr. Bryson. Thank you, sir. 

Mr. Powe tt. I endorse that. 

Mr. Bryson. Thank you, sir. 

(Whereupon, at 3:40 p. m., the special subcommittee adjourned.) 
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THURSDAY, FEBRUARY 1, 1951 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON THE STUDY OF 
Monopo.y Power OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The special subcommittee met, pursuant to adjournment, at 2 p. m., 
in room 346, Old House Office Building, Hon. Emanuel Celler (chair- 
man) presiding. 

Present: Representatives Celler (presiding), Bryson, Keating, 
Goodwin, Hillings, Wilson, Willis, and McCulloch. 

Also present: Curtis Shears, counsel to the subcommittee. 

The CuHarrMan. The subcommittee will please come to order. 
Mr. Singer. 


STATEMENT OF WILLIAM A. SINGER, PRESIDENT, ACCOMPANIED 
BY ROBERT K. BECK, VICE PRESIDENT, AND WENDELL LUND, 
COUNSEL, APEX SMELTING CO. 


The Cuatrman. We will be very glad to hear you, Mr. Singer, but 
we may have to interrupt your testimony to present Senator O’Ma- 
honey, who is expected. Protocol requires us to hear the Members 
of Congress prior to other witnesses. If you don’t mind, we will be 
glad to hear you subject to that condition, Is that agreeable to you? 

Mr. Sincer. | think it is. 

Mr. Congressman, I would like to call my associates in. I am 
satisfied to go on now, sir. 

The Cuatrman. Mr. Singer, will you give your name and your 
affiliation? 

Mr. Sincer. My name is William A. Singer. I am president of the 
Apex Smelting Co., which organized in 1923 after having had many 
years of previous experience in the aluminum business. Do you want 
my address, or any other information? 

The CuarrMan. Yes. 

Mr. Singer. My home address is Chicago. I would like to inter- 
ject at this time to say that the gentleman on my right is Mr. Wendell 
Lund, our attorney for the past 6; to 7 years, and on my left is Mr. 
Robert K. Beck, vice president and director of our company. 

Mr. Kearinea. All from Chicago? 

Mr. Sincer. No; Mr. Beck is from Cleveland and Mr. Lund is 
from Washington. 

Mr, Keartina. I thought your business is in Chicago. 

Mr. Srneer. Our plants are in Chicago and Cleveland. The gen- 
eral offices are in Chicago. 

The Cuatrman. Go ahead, Mr, Singer. 
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Mr. Stncrer. We have two plants, one in Chicago, the other iy 
Cleveland. Our aluminum alloy ingot production capacity is approxi- 
mately 140,000,000 pounds per year. We also produce magnesium 
and zinc alloys. We employ approximately 450 people. 

We produce about 60 different basic aluminum alloys, in ingot, pig, 
shot, and in other nonfabricated forms, with controlled chemical and 
physical specifications, which are sold principally to the casting 
industry, also to steel mills for deoxidizing purposes, and to other 
metal producers for alloying purposes. 

The CHarrMAN. You are a secondary producer of aluminum? 

Mr. Sincrer. That is right, we are, sir. 

The CHarrMan. You produce it from scrap? 

Mr. Sincer. From scrap. It is blended with virgin ingot and 
alloyed with other metals, such as copper, nickel, silicon, and so forth. 
Shall I proceed? 

The CHarrMANn. Yes. 

Mr. Srvcrer. Our customers are independent fabricators of all types 
and sizes located throughout the country. These fabricators are 
almost entirely dependent upon the secondary smelting industry for 
their source of raw material. Many of our customers are in direct 
competition with the fabricating plants of the Big Three. Our cus- 
tomers numbering nearly 1,000 are located in communities of all sizes 
in every section of the country. The economy of some of these com- 
munities is largely dependent upon the successful and regular opera- 
tion of these aluminum fabricating companies. 

When I speak of Apex Smelting Co.—or fer that matter of any 
other secondary smelter—I am also speaking of about 3,500 companies 
in the aluminum-casting trade, whose fortunes and destinies are tied 
up with those of the secondary smelters. These thousands of inde- 
pendent foundries normally acquire at least 75 percent of their metal 
rer from the secondary smelters. 

‘rom the year 1913 up to and including 1946 the ratio of aluminum- 
ingot shipments by secondary smelters to their customers averaged 
about 40 percent of the domestic primary production of aluminum 
metal over the same period. Beginning in 1947 this 40-percent ratio 
has been steadily declining to the point, where for the year 1949 it is 
down to 23 percent. 

I might inject at this point by saying if we had the 1950 statistics 
completed we have reason to believe it would show the same trend. 

The foregoing figures conclusively prove that the secondary smelters 
and their thousands of customers were unable to maintain their his- 
toric relationship, in the sale and purchase of aluminum ingot, with 
the producers of primary aluminum. The steady decline started when 
the two new producers, who are both primary producers and large 
fabricators, came into the field. These figures indicate that the Gov- 
ernment disposition of plants in 1946 to Alcoa, Reynolds, and Kaiser— 
principally Reynolds and Kaiser—had the effect of drastically reduc- 
ing the proportion of secondary smelter volume to the trade, with 
resulting dire consequences to the trade. 

Prior to World War II, when Alcoa was the only domestic producer 
of primary pig and was the largest fabricator of aluminum, the flow 
of domestic scrap generated by independent fabricators including 
foundries was through scrap ieaiers to secondary smelters and thence 
back to these independent fabricators. During this era a negligible 
amount of scrap found its way into the metal system of Alcoa, with the 
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result that all of the independent fabricators were amply supplied with 
aluminum pig and ingot. 

Following the war, and with the advent of two new primary pro- 
ducers in the aluminum field, with greatly enlarged fabricating facilities 
operated by the Big Three and the independents, an increased demand 
for aluminum was created. At this point aluminum scrap was avail- 
able in large quantities at extremely low prices which made it advan- 
tageous for the Big Three to use this type of material in preference to 
primary pig which was of higher cost. New uses for this scrap for 
certain types of sheet were found with the result that a steady flow of 
scrap was consumed in the metal system of the Big Three. 

In speaking of new uses for certain types of sheet, I might elaborate. 
I mean by that principally corrugated sheet for building material, 
which was practically a new postwar item. 

As the postwar demand for aluminum accelerated, scrap disappeared 
from the normal channels until in 1948 a real shortage of primary and 
secondary pig was in fullsway. At this point conversion deals which 
provided for return of scrap to the Big Three were in vogue, thereby 
creating additional shortages in the channels used as a source of sup- 
ply by the independent fabricators. 

During this period, in order to supply the demands of the inde- 
pendent fabricators the secondary smelters purchased large quantities 
of aluminum scrap and primary pig from foreign sources. This 
situation has been repeated during 1950 with the result that most 
independent fabricators have obtained only about 70 percent of their 
requirements. 

The CHarrman. Mr. Singer, I will have to interrupt you. The 
distinguished Senator from Wyoming has arrived. 

Mr. Srncer. I am glad to give way to the Senator. 


STATEMENT OF HON. JOSEPH C. O’MAHONEY, UNITED STATES 
SENATOR FROM THE STATE OF WYOMING 


The CHarrMAN. Senator, we are deeply appreciative of your coming 
here to give us your views on this very important subject. 

Senator O’Manoney. Mr. Chairman, I cannot tell you how much 
| appreciate the opportunity to come before your subcommittee and to 
congratulate it upon the very effective work it has been doing to pre- 
serve the competitive system in this country. I think that, in my 
own most studied opinion, the greatest foe that we have now, the 
greatest danger that we have now in this crisis arises from the lack of 
comprehension in so many minds that collectivism shows itself first in 
the industrial scene. Monopoly is just another phase—the beginning 
phase of collectivism. It furnishes the principal argument for the 
propaganda that the totalitarians in the Kremlin use. 

I cannot help but begin this comment that I desire to make today on 
the immediate problem of aluminum by reference to a dispatch which 
appeared in the New York Times only last Sunday from Paris. It is 
necessary for me only to read the heading of this story, which appeared 
on the first page. The dispatch has a two-column heading, written 
by Lansing Warren of the New York Times European staff: ‘‘Industry 
Rejects Anticartel Aim In Schuman Plan’s Coal-Steel Pool.” 

May I present the entire article for inclusion at this point? 

The CHarrMANn. You have our permission. 

(The article referred to is as follows:) 
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INpusTRY ReJsects ANTICARTEL AIM IN SCHUMAN PLAN’S CoAL-STEEL Poo), 
(By Lansing Warren, special to the New York Times) 


Paris, January 27.—The national industrial federations of the countries pa; 
ticipating in the Schuman-plan discussions have refused to accede to the grant 
wide powers to the supranational authority that is the central feature of the pla; 

The issue raised by the employers in the coal and steel industry, the pooling of 
whose output is envisaged in the plan, is the basic one of elimination of the indus- 
trial cartels, which is fundamental in the plan. It is attacked as dictatorial and 
impinging upon fundamental rights of the industries, and is fought as conduc 
to enforced nationalization of industry on an international scale. 

So severe is the attack of the employers that it is considered as aimed at inciting 
the opposition of all political groups to the right of the Socialists. The wording 
of the attack is such as to create the possibility that many interests that hay 
supported the plan might be tempted to make concessions to the cartel typ: 
marketing in order to save the great political advantages of the plan in dissipat 
French-German military rivalry. 

The powers of the high authority also were the motive of the British Lab 
Government in refusing to join the plan. 

The producers’ attack is bound up with the negotiations now in progress 
Germany for decentralization of the German steel and coal industries, considered 
an essential step to the conclusion of the Schuman plan. 

The producers’ document was drawn up at a recent meeting and since has be 
circulated to the six governments concerned in the Schuman plan. It now is i: 
the hands of the delegations. The document serves as a warning of the belief b 
the employers that if the Schuman plan is not revised, and if the present drafi 
maintained, ‘‘this will compromise the success of the plan.” 

The industrialists’ note protests the granting of absolute powers to the high 
authority and charges that the producers’ organization is ‘“‘no longer to be per- 
mitted except as an organ of consultation or as a transmitting belt at the disposa 
of the high authority.” 

“The present draft appears to be a document inspired by a superdirigisn 
[superdirection] unknown in our democracies and drawn from the most absolut 
totalitarian regimes,’’ the note declares. 

The note counters with a draft revision of the third section of the plan to remo 
the employers’ objections and to reduce the role of the high authority to that of 
superior authority with powers to fix programs and coordinate individual act 
ties, but ‘‘to leave the initiative to management of the producers who are re- 
sponsible for the destiny of their enterprises.” 


“ec 


INSIST ON “LEGITIMATE ROLE” 


The producers’ document concludes by asserting they “have no intentior 
renouncing the legitimate role which belongs to them in any economic com 
and notably in the steel and coal market.” 

The alterations proposed by the producers are said to be such as to legitimat 
a long series of practices considered by those who have been associated 
closely with the formation of the Schuman plan to be steps to perpetuate 
former European cartels. The steps to insure this decartelization by the str 
ture of the Schuman plan have been encouraged especially by the United Stat 

When Premier Rene Pleven confers with President Truman next week | 
doubt will report on the progress of the Schuman plan, and is likely to be 1 
that the United States position consistently has demanded a strict anti-c: 
policy in the organization of the European high authority. Some leeway w 
be permitted, but in practice any system that allowed the producers wide pow 
of decision in marketing matters is said in United States quarters to have al\ 
failed to work. 

The European producers’ protest against the charge that they are seeki 
revive the cartels, but a sharp discussion is anticipated in the last negotia 
for the Schuman plan when they take up the redrafting 
demand. 


Senator O’Manoney. In brief, this dispatch states that the indus- 
trial leaders in steel and coal in the Ruhr Basin are unwilling to gi\ 
their approval to the anticartel provisions of the Schuman plan; they 
want to be able to continue to allocate territory, to fix prices, to deter- 
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mine production—in other words, to maintain, by their own private 
action, an economic government over the production and distribution 
of coal and steel in western Europe. 

Mr. Keating. Do they state whether that fact is actuated in part 
by the attitude of the Socialist Government in Germany in demand- 
ing co-determination of the major policies in the various businesses? 
It is possible that pressure was put on from that source. 

Senator O’Manoney. Notas I recall it. I haven’t read this article 
since I saw it in the Times last Sunday. I do not recall any special 
reference to that feature. 

Mr. Bryson. Now that Mr. Krupp has been pardoned I expect the 
property will be restored to his group. 

Senator O’Manonry. That the properties will be restored? 

Mr. Bryson. Yes, sir; I think so. 

Senator O’Manoney. I am not certain that that was the result, 
but if the properties were restored and if Krupp is reestablished as an 
industrial czar in the area which he occupied before World War II, 
| would regard it as one of the most serious acts which has taken place 
against the over-all objective which we seek to serve. 

Mr. Bryson. That is the way it impressed me, Senasor. 

Senator O’Manonry. There can be no doubt that the Soviet 
propaganda throughout the world is that the capitalistic system, the 
system of private property, is outmoded and gone because in the 
modern world modern industry is a collectivist enterprise upon the 
one hand, or else, upon the other, that it is under a very small eco- 
nomic, arbitrary control which is not subject to the needs of the 
people. 

The CuHarrmMan. And that is a very cogent reason why we must 
be extremely vigilant to see to it that our system of competitive 
enterprise maintains an even course and sound structure rather than 
having it pursue the course of concentration. 

Senator O’Manoney. Unquestionably. 1 appear before you today 
primarily to urge upon you to do everything in your power—as 
many of us are doing, and particularly this committee—to make 
certain that in the contracts which are now about to be made with 
respect to the production of essential materials, of strategic and 
critical materials, that care to be taken to be sure that these plants 
are not being built with taxpayers’ funds primarily for the benefit 
of those to whom the contracts go. 

I bear in mind the fact that in World War II the people of the 
United States, through the contributions which they made to the 
Federal Treasury, built a $200,000.000 steel plant at Geneva, Utah. 
It was managed by United States Steel. After the war it was sold 
to United States Steel for 20 cents on the dollar. It was the most 
modern, the most complete, the most efficient steel-producing plant 
that had ever been built. 

Now I do not come here to hurl epithets at anybody, I come here 
merely to say that we have all got to be on guard. Any industrial 
leader who imagines that out of this preparedness program upon 
which we are launched he will be able to gain for his group, at the 
expense of the people of the United States, a new plant, or a new 
contract, and then after the crisis is passed add it to the private 
holdings and private assets of the company he represents, will be very 
much mistaken. 
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We are now confronted with a budget which represents, without 
additional taxation, a deficit of over $16,000,000,000. A message is 
presently coming from the President of the United States to urge the 
levying of new taxes. We are told in the press that this messave 
will call for $10,000,000,000 of new taxes immediately, and suggests 
that some $6,000,000,000 may be found later on. It is not going to 
be an easy task; it is going to be a very difficult task. I am reminded 
of what was said by General Eisenhower this morning when he 
reported to the informal joint session of the House and Senate in the 
Library of Congress. General Eisenhower said the price of peace is 
sacrifice and that total war is suicide. 

With a national debt of $257 billion, with taxes running upon the 
level that is now proposed, with everybody agreeing that we have to 
have a pay-as-you-go system, we have to take the steps that are 
necessary to make certain that this program is not going to be diverted, 
or that an attempt is made to divert it, into a method for producing 
private profit for a small group. 

Now you are interested principally, I understand, in aluminum 
The Committee on Interior and Insular Affairs of the Senate, of which 
I happen to be chairman for the time being, has had several hearings 
upon this matter. A year ago, or during the last Congress, the com- 
mittee reported a bill the purpose of which was to stimulate production 
within the United States of strategic and critical materials so that we 
would not be dependent upon foreign sources of supply. It seemed 
to us to be quite clear that, with the experience of World War I], when 
so many foreign sources of supply had been cut off by enemy sub- 
marines, and with our knowledge in this crisis that the development 
of the snorkel submarine by the Russians presents another threat, | 
is of imperative importance that no opportunity be lost to develop 
our own sources of supply, to the extent that we can develop them. 
It is of imperative importance that we promote production here in 
the United States, because we all know that one of the counteractions 
to inflation is increased production. Therefore, let us produce here 
in the United States as fast as we can these materials that are 
necessary. 

It was reported to our committee 2 weeks ago that the Defense 
Minerals Administration, of which Dr. Boyd is the head, and the 
General Services Administration, of which Jess Larson is the head, 
had approved some five or six aluminum production contracts within 
the continental United States. I understand that your subcommittce 
has been scrutinizing most carefully some reports that a contract 
might be made with the Aluminum Co. of Canda by which the United 
States, through the payment of premium prices for production, would, 
in effect, be building the new plants in Canada by the purchase at 
premium prices of the product that was needed. I do not need to 
tell this group that Mr. Larson went to Canada for the purpose of 
checking the amount of aluminum on hand. It was reported that 
some 35,000 or 50,000 tons were available from the Aluminum Co. of 
Canada. When he reached Canada, there he found that this alumi- 
num had been sold to Great Britain, and, curiously enough, the funds 
for the purchase had been supplied by ECA. So Uncle Sam again 
had given the money that was necessary to finance the British pur- 
chases of aluminum from Canada. Now I do not criticize that. 

Mr. Keatina. As a matter of fact, perhaps you did not know that 
the representative of the Aluminum Co. of Canada testified that there 
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was an option to take this amount of aluminum which you speak of 
and which the Government allowed to lapse. 

Senator O’Manoney. Yes; I think that is true. I am not criticiz- 
ing the operation. I am merely pointing out the importance of our 
using our own funds to develop our own supplies in the periods of 
crises, SO we shall not be in the position in which we found ourselves 
after the shooting started in World War IT. 

Now I referred at the outset to the collectivist nature of some of our 
industries. 

The CuarrMan. Senator, I will say now there is more in this picture 
than appears on the surface, with reference to the option that was 
granted. Undoubtedly, as far as I view it, part of the deal was their 
attempt to ‘se over the idea that America should embark on the build- 
ing of this huge plant, with huge expenditures of American money in 
Canada, for new facilities in aluminum, which would have crowded out 
undoubtedly the building of new American facilities and the setting 
up in business of new competitors in the aluminum industry. I think 
we must consider the picture as a whole. We cannot pick out a few 
aspects of it. I think it is well to keep that in mind. 

Senator O’Manoney. I think you are quite right, Mr. Chairman, 
and I was aware that all of these facts were open to the members of this 
subcommittee. You have conducted hearings which have revealed 
a great many of the facts, J understand. But I want you to know 
that in our executive session members of the Committee on Interior 
and Insular Affairs unanimously made clear to all the representatives 
of the executive departments who appeared before us, Defense Mobili- 
zation and all the rest, that we felt 1t would be our duty to make care- 
ful scrutiny of every contract that was written or undertaken for for- 
eign development while domestic development was being allowed to 
lag, as it were. 

Now there were five contracts, as I recall it. There were Alcoa, 
Reynolds and Kaiser. There was a machine company—— 

The Cuarrman. The Harvey Machine Co. 

Senator O’Manoney. Yes; the Harvey Machine Co., and Apex 
Smelting Co. Those contracts—at least the letters of intent—were 
written upon a contingent basis. The contingency was that the figures 
which were proposed as to the amount of the Government loan, and so 
forth, were dependent upon whether there should be a final determina- 
tion that 100 percent amortization in 5 years should be allowed. 

The CHarrMAN. There was not a Government loan, Senator. The 
Government would exact 2% percent for a guaranty, and the money 
to be supplied was to be supplied by private interests. 

Senator O’Manoney. Yes; but the contingency had to do with the 
amount of amortization. That has been the subject of examination 
by the agency headed by General Harrison of the National Production 
Authority. 

1 understand that the Kaiser contract has been approved at 80 per- 
cent amortization, and that the others are under scrutiny with respect 
to that same problem, upon the ground that excessive amortization 
would be too great a burden upon the Treasury of the United States. 

The CuarrMaNn. It is interesting to note in that connection, Senator, 
that, as I understand it, some of these, at least one, or maybe two, 
that is Harvey and Apex, may have difficulty in getting their private 
financing, because the terms are too burdensome, in the sense that if 
they have to pay 2% percent premium to get the guaranty in order to 
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induce private interests to provide the money, and they have to super- 
impose on that 2}5 percent the interest charge they have to pay the 
private interests—which I understand in some instances, where insur- 
ance companies were considering putting up the money, would have t 
be from 3 to 3%. percent—they feel that 244 » percent superimposed cn 
3% percent would make it entirely too burdensome, and they could 
not raise the loan. 

Senator O’Manoney. That might be the case with respect to smal] 
companies which do not have the resources that the large companies 
possess, and, therefore, it only emphasizes what I say about the 
importance of the most careful scrutiny of every one of these contracts, 

The Cuarrman. And, furthermore, in the case of Kaiser, Kaiser was 
able to get, apparently without much difficulty, their financing. 
Strangely enough, their financing was done by the same bankers that 
were doing the banking for Alcoa. I am wondering if there isn’t some 
liaison between Kaiser and Alcoa in that connection. I don’t know. 

Senator O’Manoney. I am sure this subcommittee will find out, 
and I know it will bea subject of i inquiry on the part of our committee 
in the Senate. 

Mr. Krating. We will try to find out. 

Senator O’Manoney. I place a very high estimate on the capacity of 
this subcommittee to find out what it wants to find out. 

I was referring to the fact that so much of modern industry is really 
collectivist industry. The proof is very simple, and yet very litth 
attention is paid to it. This morning, before coming here, I asked 
one of my staff to go to the Library of Congress and to get me the 
figures upon capitalization, assets, and stock ownership of several of 
these companies. I think the figures tell in a nutshell what the great 
obstacles are now for the development of small business, or new busi 
ness in industry, and particularly in the field of producing aluminum 
or alumina. 

The Aluminum Co. of America has preferred stock totaling $65,990,- 
900, and common stock of $8,151,222, making a total face value of th: 
stock, $74,142,122. Its total assets as of December 31, 1949 
amounted to $525,870,149. In other words, with stock of a face valu 
of $74,000,000 plus, it has assets of $525,000,000 plus. 

Mr. Kratinea. Net assets? 

Senator O’Manoney. That is my understanding, that those are the 
net assets. That is the way I think they are carried in Standard & 
Poor’s. 

Mr. Keartina. Are those figures as you gave them the authorized 
capital stock or the present value of the stock? 

Senator O’Manoney. No; that is the face value, as I understand it 

Mr. Keratine. Not the present market value? 

Senator O’Manoney. Oh, no. The number of stockholders as o! 
December 31, 1949 was: preferred 4,831, and common 9,036, making 
a total of 13,867. Now when we h: ave 13, 867 stockholders the owners 
of an enterprise with total assets of $525,000,000, we have an illustra- 
tion of what I mean by the phrase ‘ Gadastrial coilectivist.” 

The CuatrmMan. You do not tell the whole story there, Senator, 
because the 13,000 stockholders take in every stockholder, but the: 
is a great concentration of stockholdings in a very few persons. 

Senator O’Manoney. You are quite right. The control is in only 
a very small proportion of these. 








uper- 
y the 
hnsur- 
Ve to 
upon 
ould 


small 
anes 
the 
acts, 
‘was 
cing, 
that 
ome 
v. 
out, 
ittee 


by of 


sally 
ittle 
sked 

the 
il of 
reat 
yUSI- 
num. 


19(),- 
the 
949), 
alue 


the 
d X 


ized 


3 ol 
ing 
ers 
tra- 


Lor, 
jere 


nly 


STUDY OF MONOPOLY POWER 581 


The CuarrMan. I think, if my memory serves me correctly, we had 
the figures the other day tabulated from the decision of Judge Knox 
in a recent decision in the southern district of New York, and it 
showed 11 stockholders had a little over 50 percent of the stock. 

Senator O’Manoney. I am not at all surprised at those figures. 
You will find that in many of these great industries where there is 
widespread distribution of stock in a few shares, 1, 5, 10, 20, shares, 
there is a concentration of management and control in the large hold- 
ings, sometimes by other corporations. 

Mr. Keartina. I don’t understand that you are opposed to the 1, 
4.5, and 10 shareholders. 

Senator O’Manoney. Not at all, oh, no, but I just want to be sure 
that everybody understands the nature of the enterprise. There is 
too great a tendency to confuse the artificial person with the natural 
person, and if there is anything true about the crises in which the 
world now finds itself, it is this, that the individual is facing the 
danger of having individual human rights subjected to the authority 
of a handful. 

Mr. Kearinc. I understand your general point. I do not under- 
stand its applicability to the stock ownership in Alcoa. In other 
words, is it your feeling that 13,000 is too few a number? 

Senator O’Maunoney. No, no, I am merely saying that when 13,000 
people control so large an enterprise and the management is con- 
centrated you do not have what we commonly think of as free enter- 
prise, you have a collectivist enterprise. 

Mr. Keatina. That is only one company. 

Senator O’Manoney. Oh, but there are several others of which that 
ean be said. Take the case of the Reynolds Metals Co. Now 
Reynolds is a subsidiary of United States Foil Co. Its preferred and 
common stock amount to $18,910,000—preferred, $4,955,800, and 
common, $13,954,219. The total assets are $177,479,478. The 
number of stockholders as of December 31, 1949—preferred, 1,743, 
common, 5,247, or a total of 6,989. Now it may be, of course, that 
some of these common and preferred stockholders are the same in 
that total number. In this case and in the case of Alcoa it would 
actually be less than the sum of the two. 

In the Kaiser Aluminum & Chemical Co. the capital stock is 
$2,600,000, as of May 31, 1950, and its total assets were reported as 
$94,124,409, and its stockholders as on the same date were about 
4,100. 

Now all of this I cite without the slightest intent to criticize or 
denounce. My purpose is not that at all.- It is only to have the 
facts known as widely as possible, because, unless we do know, we do 
not get the proportions of the struggle to protect the individual and 
the American theory of government and of business, which is that the 
people should have the opportunity to support themselves, and that 
the people should be the controllers of Government. 

Now then, that brings me to the effects which have been made 
over a long period of years to promote the development of our domestic 
resources here within the United States, so that we might, in a day of 
crisis, be free from dependence upon foreign sources. 

Before World War IT a bill was introduced in the Senate by former 
Senator Thomas of Utah to authorize the stockpiling of strategic and 
critical materials. The bill came out of the old Military Affairs 
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Committee of the Senate. It was passed and became the law, 
stockpiling lagged. 

Several years passed after the war—I was then a member of | 
Military Affairs Committee of the Senate and Senator Thomas was its 
chairman—and again a bill was introduced to modify and broaden thy, 
stockpiling law, not only to authorize the purchase of strategic and 
critical materials wherever they might be, but to authorize and direct 
the Bureau of Mines in the Department of the Interior, and | 
Department of Agriculture, to conduct experiments for the tag 
ment of our domestic sources of these materials. Some work has been 
done, but not a great deal. 

About that same time, when the Honorable Jennings Randolph, of 
West Virginia, was a Member of the House, he and I jointly intro- 
duced a bill to authorize the Bureau of Mines to erect and manag 
demonstration plants for the manufacture of synthetic fuel from cox 
and from oil shale particularly, and also from agricultural Selects 
That experimentation has been successful. The law, of course, was 
enacted and the Bureau of Mines in a plant at Rifle, Colo., working 
with shale, and in a plant at Louisiana, Mo., working with coal, h 
demonstrated that synthetic fuel can be produced at a cost almost as 
low as the cost of producing gasoline from petroleum. So we are well 
on our way toward ‘making the United States independent of an) 
foreign source of petroleum in the event of a great emergency, becaus: 
the de ‘posits of coal in the United States and the de ‘posits of oil shale 
are so great that with this technology applied, even if all of our other 
sources were cut off, we would have a supply for many years. 

What I have mentioned thus far is only introductory to my report 
to you on the efforts that were made to produce alumina from do- 
mestic clays. Back in 1943—I think it was back in April and May 
1943—Senator Burnet Maybank, of South Carolina, and I personally 
called upon Mr. C. E. Wilson, who was then the head of the War Pro- 
duction Board, to urge that the Defense Plants Cor poration, a sub- 
sidiary of the RFC, should be directed and authorized to construct 
experimental plants to test the facility of making alumina from do- 
mestic clays. One of these plants was built in South Carolina and 
another was built at Laramie, Wyo. The plant at Laramie was built 
there because surrounding that community there are acres and acres 
and acres of public land containing a deposit of anorthosite, from which 
alumina can be made. Mr. I. W. Wilson testified before the Small 
Business Committee of the Senate only a week or so ago, in which he 
said that anorthosite was, to his knowledge, a source of alumina. | 
pray that the members of this subcommittee may not have any reser- 
vations about the actual content of anorthosite just because it happens 
to exist upon the Federal domain within the boundaries of the State | 
have the honor to represent. The fact is it is there. Here is the clay 
and here is the experiment. 

The CaatrMan. Is it high-degree alumina? 

Senator O’Manoney. Yes, relatively. 

The Cuatrman. What degree, do you know, Senator? 

Senator O’Manoney. I don’t recall the percentage. 

The CHatrMan. Is it commercially feasible? 

Senator O’Manongey. That was the purpose of the project—to 
prove whether it was. But what I am pointing out to you, sir, is tha! 
the Defense Plants Corporation was authorized to build this plant. 
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A contract was made with the Monolith Cement Co. to prove, on a 
semi-industrial scale, whether or not the lime-soda sintering and 
leaching process would successfully extract aluminum oxide from 
these clays. 

Now the plant was not quite completed when the shooting ended. 

The CHarRMAN. What happened to the plant? 

Senator O’Manoney. It is still there, fortunately. It is not com- 
pleted. Approximately $500,000 is needed to complete this plant. 

The CuarrMAN. Were the funds stopped for the completion of the 
building? 

Senator O’Maunoney. Yes. After the shooting, Defense Plants 
was liquidated by order of Congress. 

The CuatrMaNn. Who originated the idea of stopping the funds? 

Senator O’Manoney. Well, you see, we wanted to get out of the 
war, we wanted to get back upon a balanced budget, we wanted to 
stop spending money, we wanted to demobilize, so Congress decided 
that the defense effort was no longer important and, therefore, that 
the work should be stopped. The plant in South Carolina had been 
completed, but those parts of the plant which were necessary for 
chemical operations to make alumina out of clay were disposed of. 

Mr. Keatina. So they never reached a conclusion? 

Senator O’Manoney. They never reached a conclusion. The Sur- 
plus Property Administration sold that portion of the plant. 

The CHatrman. To whom? 

Senator O’Manoney. It was cannibalized and sold all over the 
place. The plant itself was sold to the Giant Cement Co.—I think 
that was the name of it. 

Mr. Wits. Is there any pending proposal to reactivate the plant? 

Senator O’Manoney. No, I know of none, but I have been agitating 
for a long time to have the Bureau of Mines complete the Laramie 
plant. It remains only to complete the water system and to put in 
some machinery for crushing rock, and one thing and another of that 
kind. Now the Bureau of the Budget has before it a budget estimate. 

Mr. Keating. What was the projected cost of finishing it? 

Senator O’Manongey. The Bureau of Mines has presented a plan 
on this question. The Bureau now has a proposal to expend, during 
the 6 months January to June, 1951, the $500,000 necessary to com- 
plete the Laramie plant, to make it ready for a 6-month shake-down, 
as they call it, or test, and then a year’s operation. Knowing that 
there were operating troubles to be encountered, a small auxiliary 
leaching plant for accelerated trouble-shooting, at a cost of $150,000, 
is included in this estimate. A crushing plant must be installed, the 
water supply development completed, and certain alterations made in 
the main rotary kiln. 

Mr. Keatrina. Are those funds appropriated for the present fiscal 
year? 

Senator O’Manoney. In the President’s budget, submitted to 
Congress in January, there are funds to the Bureau of Mines which 
could be used for a purpose of this kind. But the Bureau has also 
asked for a separate and specific estimate to do this thing, which 
would be earmarked for this plant. This is, of course, a thing that I 
think ought to be done. 

Mr. Keatina. In other words, they want the additional congres- 
sional authority to earmark those funds for this purpose before going 
ahead; is that it? 
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Senator O’Manoney. That is correct, sir. 

Mr. Keatine. Do you have a bill pending? 

Senator O’Manoney. Well, I have asked the Bureau of the Budget 
to approve the estimate, and I have every good reason to believe that 
this special earmarking estimate will be approved. My feeling is that 
a defense plant in which the people of the United States have alread) 
invested over $3,500,000, and which can be completed for $500,000, 
including the additional leaching process, should be completed 
Nothing should be permitted to stand in the way. 

The Cuarrman. And if it is found that that clay is commerciall) 
suitable to the manufacture of aluminum oxide, and there are sufficient 
supplies there, we would then, to a great degree, be independent of 
foreign sources of supply of bauxite? 

Senator O’Mauoney. That is precisely the argument. 

Mr. Keatina. There are other clays in this country that could be 
used? 

Senator O’Manoney. There are clays in the State of Washington 
and there are clays in the State of Utah. 

Mr. Keating. We have got a lot of clay in New York. Would it be 
suitable for this purpose? 

Senator O’Maunoney. I have no doubt you have a lot of clay, but 
whether it would be capable of producing alumina I don’t know. | 
hope it can. But what I am seeking to do is to bring about the test 
of this process, under the plan that was initiated back in 1943, when 
Mr. C. E. Wilson, then head of the War Production Board, o. k.’d the 
program and recommended to the Department of Defense that the 
Defense Plants Corporation be urged to proceed with these two plants. 
The one in South Carolina was completed and later cannibalized and is 
no longer capable of immediate use. The plant in Wyoming is stil! 
Government property. 

Mr. Kearina. It is just standing there idle? 

Senator O’Manoney. Just standing there idle. I want the com- 
mittee to know that there were two reasons why it was not cannibalized 
and sold. The first of the reasons is that the Monolith Cement Co., 
which had the contract to build and operate the plant, brought suit 
in the Federal courts, after Defense Plants Corporation was liquidated, 
to compel the RFC to complete the plant. The suit went all the way 
up to the Supreme Court, and of course that takes a lot of time. The 
company did not prevail, because the Court held that it had not ex- 
hausted all of its administrative remedies. After the decision, because 
of the long history I had had in trying to stimulate the development 
of our own sources of supply I undertook to do what I could with the 
RFC, with the Surplus Property Administration, and finally with the 
General Services Administration and the Bureau of Mines, to prevent 
the disposal of this plant. Jam happy to say I succeeded. After th 
RFC had won the suit, the plant was declared surplus and thereafter it 
went to the General Services Administration, under Mr. Larson. 

Then I presented the same argument that I present here to Mr 
Larson, pointing out the great importance of developing the domestic 
resources of the United States, and I did the same thing with the 
Bureau of Mines. The Bureau did not have to be persuaded very 
urgently, because the Bureau knew the process was feasible. In 
November 1947 the Bureau published report R. 1. 4132 on the 





get 
hat 
hat 
uly 
00, 


ed, 
lly 
ent 
of 
be 
On 


be 


STUDY OF MONOPOLY POWER 585 


Recovery of Alumina From Wyoming Anorthosite by the Lime, Soda 
Sinter Process. From that report I read this paragraph: 

Small-scale laboratory tests supplemented by pilot-plant runs have demon- 
strated that the alumina and soda occurring in the Wyoming anorthosite from 
the Laramie Range can be extracted and recovered satisfactorily by the lime- 
soda process. It has been shown that liquors containing approximately 95 
grams of Al,O, per liter can be consistently produced at Na ,O : Ai,QO; ratios from 
1.75 to 2.27, and that these liquors can readily be desilicated and carbonated to 
yield high-grade alumina trihydrate of quality comparable to that essential for 
cell-grade alumina. ‘The optimum results were obtained with Na,O : Al,O; mol 
ratio of 1.03 and CaO : SiQ, ratio of 2.14 in the sinter when calcined at an average 
temperature of 2,444° F. for 25 minutes. 

That quotation from the Bureau of Mines report, you see, Mr. 
Chairman, answers your question with respect to the type of alumina 
that can be produced. 

Mr. Kerarinc. From what source does the opposition seem to 
come mostly in the Bureau of Mines to your proposal? 

Senator O’Manonry. The Bureau of Mines has endorsed the 
project and has submitted an estimate to the Bureau of the Budget. 
That estimate was sent a year ago but the Bureau withheld it because 
the Bureau was holding down estimates in order to hold down 
appropriations. 

The CuairMan. Senator, did you find in your investigation whether 
or not Alcoa, through any of its officials, endeavored to block this 
effort of the Monolith Cement Co.? 

Senator O’Manonry. No, I have no evidence of that kind. 1 
understand a representative of the Monolith Co. has been called by 
your subcommittee and if he has direct evidence of that, no doubt 
he will produce it. But I do know that, generally speaking, the 
development of new processes and of new resources has been con- 
sistently opposed by those interests which are well situated. 

Mr. Krarine. Are you familiar with this statement of the Monolith 
Co. that was issued in January 1951? 

Senator O’Manoney. I have known that there was such a state- 
ment. A copy of it was presented to me but I have not had the 
opportunity of reading it fully. 

Mr. Keatrinc. Are you acquainted with the counsel for Alcoa 
during World War II? 

Senator O’Manonry. Oh, yes; Mr. Oscar Ewing was the counsel 
for Aleoa. I had many an argument with Mr. Ewing. 

Mr. Keating. And on this point you dont see eye to eye with 
Mr. Ewing? 

Senator O’Manonry. No, I do not see eye to eye with him. If 
he has opposed this I certainly would not see eye to eye with him. 

Mr. Kratine. Do you know whether or not he has opposed it? 

Senator O’Maunonery. No, I don’t. 

Mr. Kearine. Did you know a Dr. R. L. Sebastian? 

Senator O’Manoney. I did not. I understand that a Dr. Sebastian 
has been one of the personnel of the Security Resources Board. 
And, of course, all through World War II, and at this time, we heard 
and hear rumors and reports that representatives of industry, some- 
times from large companies, sitting upon advisory boards do erect 
obstacles. I have not had the time to check or investigate those 
things. I think it is only human nature, of course, for the repre- 
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sentatives of any group to protect the interest of that group, but | 
have seen so much evidence of the patriotic intent and purpose of 
the men who have come into the Government that I would hesitat, 
to accuse anybody of unpatriotic effort to block development merely 
for purposes of greedy protection to corporate interests. 

Mr. Keatina. But if Mr. Oscar Ewing were opposed to the develop- 
ment of this project and thought it might interfere with the product ion 
of aluminum from bauxite and present processes, you wouldn’t expect 
to get very far in overruling his wishes in the present administration: 
would you? 

Senator O’Maunoney. Oh, yes, I would. 

Mr. Keatine. You would? 

Senator O’Manoney. Yes, I would, sir. 

Mr. Keratina. I congratulate you. 

Senator O’Manoney. Yes, indeed I would. 

I will say to you that my intent to develop a defense plant tor 
experimentation with domestic clays has not been undermined by 
anybody. 

Mr. Keatina. Was it opposed by Mr. Oscar Ewing? 

Senator O’Manonry. Not to my knowledge. 

There isn’t anything political in these questions, is there? 

Mr. Keatina. Nothing, I assure you, Senator. I am interested in 
your development. I was afraid that it might be in some way injured 
by having such strong opposition within the Government itself. 

Senator O’Manoney. I doubt that very much, sir, because | 
know that the Department of the Interior is behind it, Secretary 
Chapman is behind it, and I have had assurances which are satis- 
factory to me from the Bureau of the Budget that a special estimate 
will come down. 

What I am urging upon this committee, and all of its members, is 
to keep up the fight it is waging and to make certain that no private 
interests can, by any devious method, whether in the Government or 
out of the Government, prevent the development of our domestic 
sources of supply; and I would join the Congressman from New 
York in getting a test of New York clays just as readily as I urge his 
support of this test in Wyoming. 

Mr. Keatinea. That is very thoughtful of you. And it might be 
that the chairman would like to call Mr. Ewing and see what his 
attitude is on this matter. It might be something to consider. 

Senator O’Manoney. I am sure that Mr. Ewing has enough to 
do with his medical problems not to interfere in this at the present 
time, whatever may have been his purposes before. 

Well, Mr. Chairman, I have attempted to outline this briefly a: 
sketchily. I came to compliment the subcommittee upon the wor! 
it is doing to maintain the competitive system. We can’t afford 
lose it in this preparedness effort. We want to be able to restore 1t 
for ourselves and protect it for all the peoples of the world. As we 
succeed in making the peoples of the world, in Asia, Africa, in Europe, 
understand what we want is to develop opportunities for the individ 
ual, and for the masses, and help them to help themselves, they w: 
understand that we are not warmongers, that we talk about defense 
and the implementation of the Atlantic Pact only because we have 
to in order to raise a barrier against totalitarian invasion of the free 
world, and if we can hold out this other hope to the peoples eve! 
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where, that the free opportunity, which is the very heart of the Amer- 
ican system, will be rendered possible for peoples everywhere, and not 
suppressed by any cartel system, or any monopolistic system, in that 
manner we will accomplish our purpose. 

I thank you, gentlemen. 

The Cuarrman. I want to say that this subcommittee yields to no 
one in its desire to make our economy more and more competitive. 
We have had considerable difficulty in the sense that some people have 
opposed us, but it is our purpose to go forward and to carry out this 
crusade to prevent great concentrations of power. Testimony of the 
type that you have given today is most welcome, most refreshing. 

Senator O’Manoney. I applaud your purpose and your comments, 
sir 


I might add this word, sir—I don’t know that I stated it: The 
contract which was authorized by Mr. Wilson and approved by the 
defense plant was between Defense Plants Corporation and the Mon- 
olith Cement Co. The Monolith Cement Co. in its own plant had 
been testing this process which was approved by the Bureau of Mines 
and it was because it had the experience and had facts that the con- 
tract was given to it to supervise the construction of the plant and 
to operate it. The plant is 90 percent completed. It must be com- 
pleted. If it is not completed it means that we are throwing away 
everything that has been expended. 

I don’t pretend to say what the contract, if any, between the 
Bureau of Mines and the Monolith should be. I am not here as an 
advocate of monopoly. Iam here only as an advocate of the develop- 
ment of a natural resource in my State with scientific methods known 
to the scientists and engineers of the United States. 

The CHarrmMan. Are there any questions? 

Mr. Hiuurnes. Mr. Chairman, I too have found the testimony of 
the distinguished Senator from Wyoming most interesting and 
enlightening. 

I would like to obtain, Senator, a few reflections by you on the 
general subject of monopoly before you leave. I think that most of 
us certainly abhor monopolies. But there comes a time when we are 
particularly concerned about the threat of Government itself becoming 
a monopoly; Government entering some of these fields where we are 
very much opposed to private business organizations exercising 
monopolies. 

Senator, in your opinion, and based on your long experience in 
public service, and particularly in this field, where you have an 
excellent background, where do you think we should draw the line 
insofar as the Government attempting to destroy monopoly, or 
attempting to rearrange some of the monopolies that may exist in 
various fields of private endeavor? 

We, of course, have the Sherman Antitrust Act, which is one device 
which Government uses in attempting to stop monopoly. 

How far do you think a government can go and what steps do you 
think government should take, in addition to the Sherman Act, 
toward breaking down monopoly. 

Senator O’Manonery. I am very grateful to you, sir, for that 
question, because it opens the door to me to say a few words about a 
plan which I have advocated for 15 years or more. 
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May I say to you that durimg the administration of President 
William Howard Taft, the Attorney General, one of the greatest 
lawyers in America, George Wickersham, sent a message to Congress 
in 1910 suggesting that Congress enact a law to provide for Federal 
charters for businesses engaged in interstate commerce. That was a 
permissive bill. It was not an obligatory bill. It didn’t pass. 

In the same Congress, or during the same administration, the dis- 
tinguished Senator from Mississippi, John Sharp Williams, introduced 
a bill to require Federal licenses of all corporations engaged in interstate 
and foreign commerce. His theory was that unless the Federal! 
Government undertook by licenses or by charters to define the powers 
and the responsibilities of corporations the concentration of economic 
power would continue apace. Well, he didn’t sueceed. The Members 
of Congress were afraid that the enactment of such a law would only 
result in causing the Government to grow bigger and bigger. 

Now, the curious result of failure to act has been that corporate 
law has become a fiction. Corporations are now created with any 
powers and all powers that their incorporators desire. So that we are 
in this position, that although the Constitution of the United States 
gives to Congress, of which you and I are Members, the power and 
the duty to regulate commerce among the States, with foreign nations, 
and with the Indian tribes, we are denied, because we have denied it 
to ourselves, the power to define what the authority of the instruments 
which carry on that commerce shall be. 

So the result is that we have great American corporations which 
have been members of European cartels; we have great American 
corporations which have subsidiary corporations in other nations, 

say to you the best way, the most expeditious way, the most 
American way to solve the problem of monopoly, and to prevent the 
drift toward socialism, is to pass a Federal charter law. 

By doing so you will allow private individuals to use their own 
capital for industrial and commercial activities, provided that they 
do it under the rules that we in Congress, under the Constitution, lay 
down. 

Now, failure to do that has resulted in building up the system 
which we now have of administrative control of the economy of the 
United States. 

Let me give you a little incident. When Woodrow Wilson was 
elected President it was after a campaign in which he denounced 
monopolies. It was upon a pledge, upon a platform, to carry out 
the objectives that had also been outlined in the Progressive Part) 
platform under Theodore Roosevelt to control monopoly. And when 
he was inaugurated John Sharp Williams went to see him to pursuade 
him to adopt as an administration measure the Federal licensing 
principle which John Sharp Williams had previously announced. He 
left the White House believing that the President was going to adopt 
it and one of the greatest disappointments of his life, according to 
his son, who told me about it, was the President’s message urging the 
law to set up the Federal Trade Commission, with administrative 
powers and discretionary powers. 

Now, all through our history that is what we have been doing, and 
it makes no difference which party is in power, we have been creating 
boards and commissions to regulate business, instead of regulating 1t 
ourselves. We did that when we set up the Interstate Commerce 
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Commission ; we did it when we set up the Federal Trade Commission. 
And when Warren Harding was President of the United States he 
recommended legislation which was enacted which gave the Secretary 
of Agriculture more power to exercise discretionary controls over a 
great industry than had ever been advanced or proposed, and that 
was the bill providing for regulation of the packers and the stock- 
yards. It was another example of the expansion of Government 
power because of failure to take a direct route toward outlining the 
rules by which private organizations should operate. 

So my answer to you, sir, is that the best, the most expeditious 
way to prevent the trend toward socialism, toward having the Gov- 
ernment take over this and that, and the Government operating this 
and that, would be to adopt a Federal charter system: 

In order that you may see that that is precisely the theory upon 
which I have operated [ want you to know that in the Synthetic 
Fuels Act, which I sponsored in the Senate, there is the specific 
provision that the Bureau of Mines cannot go into the market, it 
cannot compete with private enterprise. What I sought to do by 
that law was to get the benefit of scientific research and development 
by Government experts because private money was not going into 
it because the profit wasn’t immediately visible. 

Mr. Hituines. Thank you. 

The CuarrmMan. Thank you very much, Senator. We are grateful 
to you. 

Senator O’Manoney. Very happy to have had the opportunity, sir. 
(See letter of January 26, 1951, from Senator O’Mahoney to Charles 
E. Wilson, Director, Office of Defense Mobilization, and press release 
of Senator O’Mahoney re approval of Laramie, Wyo. project of 
Secretary of the Interior Oscar L. Chapman, appendix, pp. 913-914). 

The CuarrMaNn. Mr. Singer, you may now resume. 


STATEMENT OF WILLIAM A. SINGER-—-Resumed 


Mr. Srncer. It is apparent that as long as the preponderant supply 
of primary pig production is in the hands of the Big Three and likewise 
the preponderance of the potential and actual fabricating capacity in 
the same hands it will be impossible to relieve the serious predicament 
of the independent fabricator unless and until new nonfabricating 
ingot producers enter the field. 

I would like to point out here, Mr. Chairman, that in almost every 
other branch of the metal industry, ferrous and nonferrous, there are 
nonintegrated raw materials producers and it is only the aluminum 
industry that occupies the unique position of having completely 
integrated raw material producers. Even in the steel industry there 
are a number of producers of basic iron, usually referred to in the trade 
as merchant pigs, who are exclusively selling their products to inde- 
pendent nonintegrated iron foundries, and probably in a lesser extent 
it applies to magnesium, copper, nickel, zinc, lead, and other metals. 

As briefly as possible I would like to tell this committee something 
about the nature of our business. While our principal raw material is 
aluminum scrap, we require and use primary aluminum in our oper- 
ations as follows: 

1. For the production of high purity casting alloys the tonnage of 
which is steadily increasing in foundry use and for the production of 
which sufficient high purity aluminum scrap in not available; 
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2. For the blending with low purity scrap, so that this scrap can be 
utilized for casting purposes, thus contributing to the conservation of 
critical materials, including alloying elements like copper, nickel, 
zinc, and other valuable metals; 

3. As an alloying ingredient in the production of magnesium base 
and zinc base alloys. 

Our primary aluminum purchases in 1950 came from the following 


sources: 
Pounds 


Aluminum Co. of America 1, 398, 30! 
Aluminum Co. of Canada 655, 570 
Pe ee oot Sate re babes Ch bbl et cslaccedbdedweces 4, 256, 194 


6, 310, 065 

Mr. McCuttocu. Mr. Singer, from what foreign sources do the for- 
eign imports come? 

Mr. SINGER. Switzerland, Italy, Norway. 

Mr. McCuttocn. How did the price on the foreign imported alu- 
minum compare with the price on the aluminum you purchased from 
the Aluminum Co. of America and the Aluminum Co. of Canada? 

Mr. Sincer. Toward the latter part of 1950 it exceeded that price 
by 10 to 15 cents a pound. As recently as 3 weeks ago our Cleveland 
branch purchased some primary metal, foreign primary metal, at 33% 
cents a pound. 

Mr. McCutuocu. Did you have any imports from sources other 
than Canada in 1949? 

Mr. Stncer. Yes. 

Mr. McCuttocn. What did that aluminum cost you? 

Mr. Sincer. That aluminum was equal to the domestic price in 
1949, 

Mr. McCuttocn. I presume during sometime in 1949 there was an 
abundance of aluminum on the world market? 

Mr. Stinger. There was an abundance during 1949. 

Mr. McCuttocu. In other words, we are experiencing an old eco 
nomic fact that our foreign suppliers will charge all the traffic will 
bear; is that right? 

Mr. Sincer. Well, they take advantage of the situation, yes. 

The CHarrMan. Mr. Singer, I have here a chart which shows th 
aluminum fluctuation for primary and secondary metal. I would 
like for you to look at it and will ask you whether it is substantial!) 
correct. 

Mr. Srnaer. The price chart? 

The CuHarrMan. Pricewise. 

Mr. Sincer. Pricewise, yes; yes, it is. I have studied this. 

The CHarrMAN. Would you care to comment on the difference be- 
tween the price fluctuation of the secondary metal and the almos' 
static condition of the price of the primary metal? 

Mr. Stncer. Yes. In fact, I have that in my written report which 
1 shall read at this time. [Reading:] 

I do not know how the domestic price of primary aluminum is set. I on 
know that it is announced and published by the primary producers. In the past 
the quoted price for primary pig of the three primary producers has been identical! 
and has fluctuated with supply and demand for primary pig. 

The price of secondary metal follows the free supply and demand for aluminu! 


scrap and is sold at a margin above scrap-aluminum price which normally 
equivalent to conversion costs and profit. In times of light demand, scrap alumi- 
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num and secondary ingot prices have been materially below primary ingot prices. 
In times, as at present, when demand for aluminum exceeds supply of scrap 
aluminum and secondary aluminum, secondary ingot prices have been materially 
in excess Of primary aluminum ingot prices. 

Normally the largest percentage of aluminum scrap is processed by the secondary 
smelting industry and is converted into ingot which is consumed by the casting 
industry. In times of heavy demand for aluminum, fabricators who usually rely 
upon primary aluminum producers for their source of primary aluminum enter 
the scrap market, buying the scrap either for consumption in their own plant or 
for reshipping to the primary producers who convert the scrap for them into 
fabricated shapes on a toll arrangement. These conversion deals not only siphon 
off the scrap that normally goes to the secondary smelting and casting industry 
but are entered into by people who are at that time desperate for raw material. 
These fabricators will therefore pay practically any price for scrap and force the 
price of the market beyond what is would be if it were based on normal demand 


and supply. 

In sum, the price Bb gery is apparently a managed price and becomes a 
fictitious price in periods of heavy demands. Secondary aluminum prices are 
based on a free market influenced only by supply and demand. 

No primary metal was obtained from Reynolds or Kaiser in 1950, 
notwithstanding the fact that we were their customers in previous 
years. 

’ The CuarrMan. Did you seek to obtain any from Kaiser and Rey- 
nolds in 1950? 

Mr. Stncer. I don’t handle the purchasing phase of our business. 

The CuHatrMan. Did anybody for your company ask Kaiser and 
Reynolds to supply you with metal in 1950? 

Mr. Stinger. Mr. Beck says that is correct. 

The CuarrMAN. And you did not receive any from those companies? 

Mr. Stncer. We did not receive any from those companies. 

The latter was especially true of Kaiser, with whom we had done 
substantial business prior to April 1948. It proved impossible to 
obtain primary metals from either of these two companies. 

In addition to the above primary-metal purchases Apex imported 
from foreign countries 21,192,868 pounds of secondary, metal which, 
when added to our primary purchases, constituted 33 percent of our 
total intake of raw materials. 

Mr. McCuuuocn. Referring to your previous paragraph, Mr. 
Singer, I note that, while both Reynolds and Kaiser supplied you no 
primary aluminum in 1948, 1949, and 1950, Alcoa and the Aluminum 
Co. of Canada supplied substantial amounts. 

Mr. Stncer. Yes. 

Mr. McCutiocn. Was the amount that was supplied to you in 
1950 by Alcoa more or less than had been supplied to you theretofore? 

Mr. Stncer. Slightly less. 

Mr. McCuttocu. And how about the Aluminum Co. of Canada? 

Mr. Singer. About the same. About the same as previous years. 

Mr. McCuttocu. Then do you have particular complaints against 
either company by reason of the amount of aluminum that they were 
supplying to you? 

Mr. Sincer. No, sir. 

Mr. McCuttocn. Notwithstanding the fact that both of those 
companies are fabricators of their own primary aluminum? 

Mr. Sincer. That is right, sir. Of course, we tried to buy more 
from them and couldn’t obtain any more than these quantities. 
Mr. MecCuttocn. But there is an over-all shortage of aluminum 
in America at this time and probably was during a great part of 1950? 
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Mr. Sincer. That is right. 

Mr. McCuttocu. And it is probably true—I think the record wil] 
show it—that both Aluminum Co. of Canada and Aluminum Co. of 
America could use considerably more of the primary product in their 
own fabricating plants? 

Mr. Sincer. Not Aluminum Co. of Canada, because they don’t 
own substantial fabricating facilities, Mr. Congressman. 

Mr. McCuttocua. Some of their subsidiaries do; do they not? 

Mr. Sincer. Not in relation to their total ingot production. As | 
understand it, their subsidiaries and affiliates only amount to about 
30 percent in relation to total ingot production. 

Mr. McCuttocn. Yes; that is the testimony that was submitted 
here. 

Mr. Sincer. Yes. I quote from that. 

The CuHarrMan. I think it is true, in all justice to Alcoa, that they 
have the best record of supplying primary aluminum to the fabricators: 
isn’t that correct? 

Mr. Sincer. That is correct. 

The CHarrMan. And, of course, that may be due to the fact that 
they have most of these facilities for the manufacture. And Kaiser 
and Reynolds have not been too responsive to the demands of fabri- 
cators and have not responded as readily as Alcoa to the needs of the 
fabricators? 

Mr. Sincer. That is correct. 

Mr. McCutuocu. Mr. Singer, if the United States Government 
should finance, or assist in the financing of, new facilities for the pro- 
duction of aluminum, do you think it of high importance that ther 
be conditions written into such arrangements by which those pro- 
ducers of aluminum would make available a substantial proportion 
of their production to independent fabricators over and above the 
amount that is needed in the defense program? 

Mr. Singer. I am sorry. Your question was quite lengthy. | 
didn’t get it. I didn’t keep pace with it. May I ask you to restate 
it, please? 

Mr. McCuutiocn. Mr. Singer, do you think it important, if th 
United States Government assists in financing, or finances, additional 
facilities for the production of aluminum, that that financing be con- 
ditioned upon the producers making available substantial percentages 
of the aluminum from those facilities to independent fabricators after 
the needs of the Government are taken care of for the defense pro- 
gram? 

Mr. Sincer. I agree with that, sir. 

Mr. McCutziocn. You think that percentage should be substantial? 

Mr. Sincer. I do; yes, sir; and I cover that in the latter part of m) 
statement. 

The CuarrMan. Does the contract that you have, or the letter o! 
intention you received from the General Services Administration, pro- 
vide the following: That 75 percent of your aluminum capacity mus! 
be distributed to fabricators for the first 5 years and 25 percent for 15 
years thereafter? 

Mr. Sincrer. No; our contract is different. 

The CuatrMan. What is your contract? 

Mr. Sincer. Our contract provides for all of it, 100 per cent of 1! 
100 percent of our ingot and pig and metal production must be sold 
for a 20-year period. 
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Mr. Wiis. To whom? 

Mr. Stncer. To independent fabricators and foundries. 

The CuHarrmMan. You have accepted the terms of that? 

Mr. Sincer. To this extent, except what is sold to the Government, 
Mr. Chairman——— 

The CHarrMANn. I mean— 

Mr. SINGER (continuing.). For stockpiling. 

The Cuarrman. Aside from what may be sold to the Government 
for stockpiling, you have agreed to sell 100 percent of your primary 
ingot capacity of aluminum to the fabricators? 

Mr. Stncer. That is correct. 

The Crarrman. I should say nonintegrated fabricators. 

Mr. StnGer. Independent nonintegrated fabricators. 

The CHarrMan. That is for 20 years? 

Mr. Srncer. That is correct; yes. 

Mr. Wixuis. Would that include selling to yourself? 

Mr. Sincer. Yes. You see, when we sell it to ourselves it is only 
used for alloying and blending with other metal and from there shipped 
to the independent fabricators. 

The CuarrMan. You do not fabricate? 

Mr. Stncer. We do not fabricate and have no affiliation of any kind 
with any fabrication. 

Mr. Wits. I see. 

Mr. Hixtuines. Mr. Singer, if you should go into the national de- 
fense program as a producer of aluminum, do you have any plans to 
develop the fabrication side of your business? 

Mr. Sincer. Absolutely none. We bave agreed not to, in fact, 
in the contract. 

The Cuarrman. Do you still think you can make a success out 
of these new facilities, even with those conditions? 

Mr. Singer. Under certain conditions, Mr. Chairman, which I 
will elaborate on later. 

The Cuarrman. All right. This is very interesting. 

Mr. Stncer. Yes. I want the gentlemen of the subcommittee to 
understand that I am very happy to be interrupted, and if I don’t 
answer the question immediately it is because I can do a better job 
by reading it from my notes. 

The outlook for 1951 is far from heartening, as evidenced by the 
decline in the quantities of foreign scrap and primary metal available 
to us. 

One word as regards the technical work and standing of our com- 
pany. Apex has maintained a fully staffed research laboratory 
which has developed special-purpose aluminum alloys. It has also 
pioneered in the study of techniques in the general quality of aluminum 
castings. Apex has been a leader in the development of control 
techniques in the secondary industry which have contributed valuably 
to the development of the art and resulted in the improvement of 
the quality of ingot supplied to the trade. 

Apex has actively participated in the formulation of aluminum- 
alloy specifications both for the Federal Government and for civilian 
technical societies. Almost all of the aluminum-casting industry 
depends on the spectrographic standards also prepared by our com- 
pany. These standards are used throughout the world by technical 
schools and laboratories for analytical control purposes. 
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Since about 1947 Apex has been engaged in an intensive study of 
the manufacture of primary aluminum. A subsidiary corporatio 
the Apex Aluminum Corp., has been organized and has added a st afi 
of engineers with responsible operating experience in the aluminium 
industry. 

Apex Aluminum Corp. has several possible sources of bauxite, o: 
two of which options are inhand. One of these options is for 4,000,(( 
tons, which would operate a three-pot-line plant for about 20 years 
The company also holds options on power sources based either on 
the use of natural gas, in which case whole fields are covered, or on 
the use of coal, in which case reserves sufficient for 60 years are unde: 
option. Furthermore, three separate public-utility companies hay 
made their power available under certain conditions to firm up a 
power source of our own. 

The CuarrMan. Do you care to state where you intend to operat; 
your new facilities? 

Mr. Sinaer. We haven’t made a definite decision as to the locatio: 
of the site, except that it has been narrowed down to the southwestern 
part of Texas or the central part of Oklahoma, or perhaps in Louisiana 

Mr. McCuttocn. Mr. Singer, would you have any objection to 
telling us what price you would have to pay for power from privat: 
power companies? 

Mr. Sincer. We have no intention of purchasing power from privat: 
power companies for the simple reason that all prices that have bee: 
quoted by power companies are so far in excess of what our own 
production of power would cost that we eliminated that from ou 
thinking completely. 

Now, I mention in my testimony here that we have three separat: 
public-utility companies that have made power available unde: 
certain conditions, power in excess of our own; and that is for this 
reason, Mr. Congressman, that, if we had a breakdown with ou: 
generators or gas engines, these public-utility companies would stand 
by and furnish us with some of their power so that we could continu 
to operate. 

Mr. McCuttocu. This is just emergency power, then? 

Mr. Sinacer. Yes, sir. In return we would do the same for then 
' we were to have excess capacity of our own. 

The power studies of the Apex Aluminum Corp. have included both: 
tle gas engine and the steam turbine, and we have two national) 
known engineering firms serving in a consulting capacity, one on 
power, the other on equipment and construction. 

Apex has also made careful cost analyses, including costs of raw 
materials, freight on raw materials, power and manufacturing costs 
and freight on the finished products. These analyses indicate to us 
that we shall be able to manufacture aluminum at mill costs compet! 
tive with newly constructed facilities. 

Mr. McCuuttocu. Does that mean, Mr. Singer, that with the us: 
of any one of three power sources you could do that; that is, with th: 
power source from natural gas, from coal, or from hydroelectri 
power? 

Mr. Sincer. No; I don’t think I could say that. In speaking o! 
newly constructed facilities, I take it that will be based on either coa! 
or gas and not hydroelectric except in the case of the Harvey Machin 
Co. According to my information the Alcoa, Kaiser, and Reynolds 
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new facilities will be powered by either natural gas or coal, and when 
| make the statement that we can be competitive with them I refer 
to that type of power. 

Mr. Wiuuts. I think the evidence is that it is either gas or hydro, 
not coal. 

Mr. Stncer. You mean the evidence presented at this subcommittee 
hearing? 

Mr. Wixuts. Yes. 

Mr. Stncer. | have read in newspaper accounts that some of the 
primary producers, the Big Three, are also considering coal. That 
has been stated in many trade publications. 

Mr. Wiuuts. That is not the evidence from their lips. 

Mr. McCuttocn. If I recall the evidence correctly, and I do nat 
like to be in competition with the grand and glorious State of Louisi- 
ana, there is testimony to the effect that power produced at the mine 
site is at substantially the same cost as that which is produced at or 
near the gas fields. 

Mr. Wiuuis. I think the record will have to speak for itself. 

Mr. McCuttocn. Yes. 

Mr. Singer. At about the time of the outbreak of the Korean 
War we learned that certain electrical and other pot line equipment 
would be sold from two deactivated aluminum reduction plants and 
that my company would receive favorable consideration if we were 
interested in the purchase of equipment sufficient for a one pot line 
operation. We immediately expressed serious interest and began 
negotiations with the General Services Administration. As matters 
stand today this equipment is still allocated to us and it is our intention 
to tender payment for it just as soon as the bill of sale is completed; 
provided, of course, it becomes possible for us to go into the primary 
aluminum business. 

Shortly after our original negotiations for this equipment, the world 
situation became more acute and the various Government agencies 
started discussions about increasing aluminum production facilities 
to meet anticipated heavy military requirements. We were asked to 
attend a meeting in Washington in Mr. Symington’s office, and at that 
time expressed our willingness to operate three pot lines with a 
capacity of approximately 108 million pounds per year, and, if neces- 
sary, to add a power plant and an alumina plant. 

We had many meetings with officials of the General Services Ad- 
ministration, the National Security Resources Board, and the Interior 
Department; including Mr. Jess Larson, the Administrator; Osear 
Chapman, Secretary of the Interior, and their assistants, notably Mr. 
Irving Gumbel and Dr. James Boyd, and Dr. Sebastian on Mr. 
Symington’s staff; in an effort to reach a workable agreement. I 
submit herewith as part of this statement (exhibit B) our first proposal 
to the NSRB, dated October 14, 1950, for the operation of a three 
pot line reduction plant. 

The letter of intent recently issued to Apex by the Administrator 
of General Services was the outgrowth of these discussions, and that 
letter and accompanying documents are incorporated hereby by refer- 
ence (exhibit C). I must be frank in stating at this point that after 
careful study of the letter of intent, after submitting it to bankers and 
other experts in the field of finance, I and my associates have cote 
reluctantly to the conclusion that the letter of intent is unworkable 
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and, in its present form, will not permit us to enter into the production 
of agent d aluminum, 

The principal defects in the letter of intent are as follows: 

1. The price at which we are required to sell aluminum ingot to the 
Government stockpile. 

The Cuarrman. How much is that? 

Mr. Sincer. Currently 18 cents a pound, which is the average price 
of the Big Three. 

The Cuarrman. Is that 18 cents for a period of 20 years or just 18 
cents now and the price depending on the market in subsequent 
periods? 

Mr. Sincer. Well, the pricing of the letter of intent—may I read 
verbatim—— 

The CaarrmMan. You might give it in your @wn language. 

Mr. Stinger. Well, we were asked to sell to the stockpile our pro- 
duction of virgin aluminum at the weighted average price of the three 
present producers. 

The CHarrMan. That is in violation of the antitrust laws. 

Mr. Sincer. Well, we thought so, too. 

Mr. SHears. Has the Federal Government ever sold pig aluminum 
to the Big Three below cost price? 

Mr. Srncer. In previous years, I think it was 1946 or 1947, the 
Federal Government has sold pig aluminum to the Big Three at a 
price which I believe at that time was about 4 or 5 cents below the 
cost to the Government. 

The CHarrmMan. Was that price changed in any way, did they 
change the condition that it- would have to be the weighted average 
charged? 

Mr. Stnaer. No. 

The CuarrMan. Is that still in your letter of intent? 

Mr. Sincer. It is still in the letter of intent as of this date. 

The CHArRMAN. You have the very anomalous situation where a 
branch of the Government does something which if done by private 
industry might, and I am sure would be, deemed a violation of the 
antitrust laws. 

Mr. Stncer. I want to amend that, Mr. Chairman. The letter ‘of 
intent says at a price equal to the weighted average price of the three 
producers, or our published price, whichever is lower. But as you 
will see further on from my testimony 

The CHarrMan. That addition doesn’t take the curse off of the 
violation. I bow to the opinion of the lawyers on the subcommittee 
who have superior knowledge in that regard. I think I am right, am 
I not, gentlemen? 

Mr. Hiuurnes. Incidentally, Mr. Singer, did Mr. Gumbel ever mak: 
anv comment on the situation which you have been discussing —thie 
price situation? 

Mr. Sincer. We discussed that with him constantly during every 
meeting we had. We felt that at that time, as we do today, that 1! 
was unlivable for us, and we discussed it with him, but he said he 
had no alternative. 

The CuatrMan. Go ahead. 

Mr. Sincer. Yes. 

2. The high cost of money resulting from the excessive cost of the 
Government guaranty of the loan. 
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The Cuarrman. Explain what you mean by that. We are very 
muck interested in that’phase of it. 

Mr. Sincer. Yes, Mr. Chairman. I think the following paragraph 
covers that. 

The CHarrRMAN. Very well. 

Mr. SrnGer (continuing). The pricing provisions of the letter of 
intent require Apex to sell aluminum pig to the Government for a 
price which is at least 2 cents below the expected production costs in 
the new facilities. 

The explanation that you just asked for will follow on the next 
page or the page after. 

The CHarrMan. Yes. 

Mr. Sivcer. The current price of aluminum pig as quoted by the 
Big Three is 18 cents, while the cost of producing aluminum ingot in 
new facilities, constructed in accordance with the terms of the letter 
of intent, probably will be in excess of 20 cents. 

This price formula is the biggest barrier to our entrance into the 
production of primary metal as a nonintegrated producer. It is our 
belief that the Big Three will not be in a position to sell primary 
metal at a reasonable profit for less than 23 cents per pound, with 
normal 20-year depreciation. We believe that aluminum ingot pro- 
duced in the new facilities will cost the Big Three 5 cents per pound 
more than their cost of production in the old facilities. The reasons 
for these higher costs are obvious; higher power, interest, and con- 
struction costs. 

In reality, however, the price at which the Big Three sell aluminum 
ingot to the Government stockpile is academic. The Government 
stockpile actually works as a warehouse for the Big Three. In prac- 
tice, metal sold to the Government for stockpiling purposes is later re- 
sold by the Government to the Big Three for the production of wrought 
products, such as sheet, tubing, and extrusions. Therefore, the net 
effect is that the Government is acting as a free warehouse and financ- 
ing agent for the Big Three. Historically, over 80 percent of primary 
metal finds its way into wrought products, controlled by the Big Three. 
Ironically, Apex or any new nonintegrated producer of primary ingot 
would sell its aluminum ingot to the Government stockpile at a loss 
in order to furnish ingot to the profitable fabricating facilities of the 
Big Three. 

Mr. McCuuzocn. Did I understand you to say, Mr. Singer, that 
the United States Government had sold substantial quantities of 
aluminum from its stockpile within the last 3 to 5 years? 

Mr. Singer. Within the last 5 years. That is my understanding. 

Mr. McCuttocn. Did I understand you correctly to say that alu- 
minum was sold by the United States Government at a price less 
than it cost the Government? 

Mr. Stneer. That is my understanding. 

The CuarrMan. Did you try to buy any of that stockpile from the 
Government? 

Mr. Singer. We were not offered any. We didn’t know about the 
sale. 

The Cuairman. We had testimony to the effect that the Govern- 
ment insisted upon limiting the sale of its stockpile, they didn’t 
want to use, after the last world war, only to the so-called Big Three. 





598 STUDY OF MONOPOLY POWER 


Mr. Sincer. I read that testimony, Mr. Chairman, but I am j\o} 
in a position to corroborate that. I do know that we at Apex, or any 
of the people in the business that I know, and I know hundreds 9) 
hundreds of them, had no word or published notice that this meta 
was to be sold by the Government until after it was sold. 

Mr. Hitirnes. You don’t know then of any fabricators that were 
entitled to purchase this metal from the Government stockpile? 

Mr. Sincer. Any independents, never heard of one. 

Mr. Hituines. When you say independent fabricator you 
course, are excluding the so-called Big Three? 

Mr. Sincer. Always do; yes. When I speak of the Big Thre 
call them the integrated fabricators or the integrated producers 

Mr. McCuttocu. Mr. Singer, do you know what officials wer 
responsible for the sale of that aluminum from the American stockpile? 

Mr. Sincer. No; I do not, Mr. Congressman. 

Mr. Hiturnes. When was the last sale made by the Government 
to the Big Three? 

Mr. Stnacer. To the best of my recollection it was 1947. 

Mr. Hixturnes. You haven't heard of any sales being made by the 
Government since 1947? 

Mr. Stncer. No; I have not. 

The CHarrMan. Go ahead. 

Mr. Sincer. Mr. Chairman, I would like to put a little more em- 
phasis on this paragraph that I read because I feel that this is really 
the meat of the whole thing as to the pricing policy of the Big Three 
and what is expected by the Government of us. I just wonder 
whether you, Mr. Chairman, and the rest of the members have caught 
the significance. 

Mr. Wi tuts. “In practice, metal sold to the Government for stock- 
yiling purposes is later resold by the Government to the Big Three 
| don’t follow that. 

Mr. Sincer. I want to explain that. For instance, airplanes are 
not made out of pig, they are made out of the products of pig. The 
next step from pig is sheet, extrusions, and so forth. The Big Thre: 
have practically a monopoly on all the high strength wide aluminum 
sheets that go into the manufacture of airplanes. Therefore when 
this metal is stockpiled in Government warehouses and purchased by 
the Government eventually it finds its way, or at least 80 percent of i! 
right back to the Big Three, where they then fabricate it imto wide 
sheets, extrusions, and so forth, for further fabrication by the airplane 
companies. In essence, or in effect, all this means is that the Govern- 
ment warehouses the metal for the Big Three until they are ready to 
manufacture sheet out of it, and until the need is there for the shee! 
and the metal goes right back to the Big Three at the same price, or 
maybe less, if precedent means anything. 

The Carman. Is it at the same price that they resell it back from 
the stockpile? 

Mr. Sincer. Or, as I started to say, Mr. Chairman, or less, if 
precedent of the past means anything. 

Mr. McCuttocnu. And does it ever happen that the primary pro- 
ducer is the warehouser of this material during the time it is theo- 
retically in the Government stockpile? 

Mr. Stncer. That may be, but it is earmarked for the stockpile. 
Physically it may not go over to another State or city. 








1 hot 
P any 
} and 
netal 


were 


of 
‘ee [ 
Ps. 
were 


pile? 


nent 


the 


STUDY OF MONOPOLY POWER 599 


Mr. McCuttocn. But the producer may be the warehouseman? 

Mr. Stncer. It may be the warehouser; but they get paid far it 
while it is being warehoused. 

Mr. McCuttocu. That is what I wanted the record to show. 

Mr. Sincer. Mr. Congressman, this is something I would like to 
reiterate, if we had to ship our metal to the stockpile at the weighted 
average price of the integrated producers, then our metal would also 
find its way to the Big Three, it wouldn’t come back to us, because 
we don’t roll sheet. Indirectly, we would be selling our product to 
the Big Three at two cents below our cost. 

Mr. Wits. You say that under -your letter of intent you would 
be required to sell to the Government, let’s say today, at 18 cents, 
that would be stored in a stockpile, a warehouse, and when needed 
for defense purposes it would be drawn from that warehouse. Now, 
a sale out of the warehouse to the Big Three, as you say, would not 
necessarily be at 18 cents, it would be at the market at that time plus 
the storage charges, wouldn’t it? 

Mr. Sincer. It may be up or down. I just quoted the precedent 
where they bought for less than the market price from the Govern- 
ment. I am not in position to say what General Services may sell it 
at in the future. 

Mr. Wiis. Do you know what the arrangement the Government 
has with the Big Three under the letter of intent or the contract to 
fabricate war weapons contemplates? It certainly doesn’t contemplate 
that the Government, buying from you at, say, 18 cents, and paying 
the storage for 2 years, will sell at 18 cents again, which would mean 
a loss because of the storage charges in the meantime. Whether it is 
a Government warehouse or not there should be added some storage 
charge. You don’t know what their ultimate arrangement will be 
between the Government and the makers of the weapons, do you? 

Mr. Sincer. Mr. Congressman, I don’t know, there is nothing in 
the letter of intent——— 

Mr. Wiuuis. If you don’t know, it seriously challenges the implica- 
tion of what you have said. 

The CuatrMan. I think, in justice to the witness, he said that if 
we can rely on past experience that would happen, and the past 
experience was to the effect that the Big Three did draw down from 
the stockpile after the last World War, and that they bought their 
material, they bought the primary stockpile aluminum at less than 
what it cost the Government, and therefore the Government sustained 
a decided loss. 

In other words, if that is going to be the experience, and I hope it 
will not be so, the Government will undoubtedly do exactly what the 
witness has indicated. 

The Witness. I think there was only 375 million pounds involved. 

The CHarrMANn. Tons? 

Mr. Wiiuis. Pounds. 

Mr. Singer. I would like to get this clear, sir. I did not intend to 
bring in the price question into this particular argument about the 
warehouse. I tried to illustrate an entirely different point. It is, 
briefly, this, that the Big Three could very well sell to the Govern- 
ment’s stockpile aluminum at even 10 cents a pound, regardless of cost. 

The CHarrMAN. What you are leading to is that the price of 18 
cents in your case is too inadequate to permit you to enter into 
production? 
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Mr. Sincer. That is correct. 

The Cuarrman. What do you think would be a proper price? 

Mr. Stncer. Again, if you don’t mind, Mr. Chairman, I will cover 
that in my statement. 

The CHarrMAN. I am sorry——— 

Mr. Sincer. I would like to elaborate on that and say this, that 
the Big Three could sell metal—this is reducing it to something ridic- 
ulous—but they could sell at 10 cents a pound to the Government 
stockpile and if they got it back at 10 cents a pound — have lost 
nothing by it because they get theirs from thereon in fabricating 
profits. 

The CHarrMAN. Go ahead, Mr. Singer. 

Mr. Sincer. It may be said that the Big Three—at the insistence 
of the Government—have agreed to sell a portion of their production 
in the new facilities to nonintegrated fabricators. It would be an 
interesting test of the sincerity of the ingot pricing policy set by the 
Big Three if they were required to sell 100 percent of their ingot pro- 
duction from the new facilities to independent fabricators at 18 cents 
per pound, should the demand materialize. 

Mr. Rhoades of Kaiser Aluminum and Mr. Reynolds of Reynolds 
Metals Co., in testimony given before this subcommittee, have stated 
figures indicating the percentage of their total ingot production sold to 
mdependent users. They failed to specify the periods to which these 
percentages applied. It would be interesting to know—and I believe 
this subcommittee would be interexted to learn—whether these sales 
were continuous and constant, at the percentages given to this sub- 
committee, during periods when aluminum metal was scarce, as well 
as when it was plentiful. 

We suggest that this subcommittee, if you deem it advisable, poll 
the 3,500 aluminum foundries throughout the country for verification 
of the foregoing statement. We shall be glad to furnish you with a 
complete mailing list of these independent foundries. 

Another question arises in connection with the sale by the Big 
Three of aluminum ingot to independent users. Was this ingot made 
from alumina or scrap? If it was from the latter, then’ the Big Three 
performed no valuable service to the independent users which others 
couldn’t perform better. The secondary smelters historically per- 
formed this service on a constant and continuous basis, in periods of 
scarce supply as well as flush supply, and not, as with the Big Three, 
when they couldn’t use the ingot themselves. 

_  Lhave said that the second major defect in the Government’s letter 
of intent is the cost of borrowing money when the Government guar- 
antees the loan. Apex proposed to put $2,000,000 of risk capital into 
the venture. The remainder of the money required for construction 
and working capital will have to be borrowed from private sources. 
The loan required for both purposes amounts to $75,000,000. This 
sum cannot be borrowed from banks or insurance companies without 
a 100-percent Government guaranty. The interest rate quoted to us 
is 3% percent for a 20-year loan fully guaranteed by the Government. 
When the cost of the Government guaranty under Regulation V 1s 
added to the interest charge, the total cost to us is 5 percent. 
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The CHarrMan. It is more than 5 percent. 

Mr. SinGer, We were given to understand that 5 percent was the 
limit, statutory limit. 

The CuHairMan. Oh. 

Mr. SINGER. That is why I put that maximum on. Mathematically 
it would be about 5%. 

The CHarrMAN. If you must pay them 2}5 percent, you can’t get 
the money then? 

Mr. Sincer. That is correct. 

This assumes a 40-percent charge by the Government (rather than 
a 50-percent charge) and obtaining a 3-percent rate from the private 
lenders. As stated above, this is less than the interest rate thus far 
quoted to us. 

We cannot live with a 5-percent loan. The Big Three pay 3% 
percent or less for long-term capital. For security they put up the 
new facilities plus presently owned facilities. In the case of Rey- 
nolds and Kaiser the presently owned facilities, which are, I believe, 
the largest part of the security put up in connection with present and 
future short- and long-term loans, were acquired almost wholly from 
the Federal Government at bargain prices estimated to be less than 
20 cents on 1951 dollars. 

The CuarrMan. In other words, the Government built these plants 
and then sold the plants to Kaiser and Reynolds at bargain prices? 

Mr. Sincer. That is right. 

The Cuarrman. And they are using those plants as security for 
expanding facilities and to that degree they are able to get a lower 
rate than any newcomer like yourself? 

Mr. Sincer. That is completely correct, sir. 

These companies also borrowed large sums from the Federal Gov- 
ernment for long terms at 4 percent and were allowed the option, in 
the case of certain purchases from the Government, of making pay- 
ments in aluminum pig produced by them or in cash. These enor- 
mous advantages held by the Big Three clearly disadvantage any 
new company entering primary aluminum production. 

The difference of 1% percent in interest rate by itself increases our 
cost of pig by 1 cent per pound and adds another serious competitive 
disadvantage. Remember, in this connection, that the price to the 
Government of our pig is pegged by the price provision of the letter 
of intent to the average Big Three price. 

The CuarrMan. In other words, Mr. Singer, this letter of intent 
that you have, under the conditions that you have indicated, isn’t 
worth anything to you at all, and you don’t intend, under these con- 
ditions, unless they are changed, to enter into the manufacturing of 
primary metals? 

Mr. Stinger. That is correct. 

The CuarrMAn. Have you made efforts to make changes? 

Mr. Sincer. We are now in the process of acquainting these defects 
to Government officials and I think we will meet with some of the 
agencies tomorrow. 

The Cuarrman. Will you keep this subcommittee informed as to 
the progress you make in this regard? 
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Mr. Sincer. We will be glad to, sir 
A further word on the question of the pricing of sales of aluminum 
for the Government stockpile produced in new facilities. The 
GSA has already agreed—probably with full justifieation—to pay 
a higher price to Alcoa for pig produced at the Massena, N. Y., and 
Baden, N. C., reduction plants owned and operated by Alcoa. 

The CHarrMan. In other words, the precedent established tha: 
was seen in New York, where the cost of power is higher than at other 
places, they have already agreed to pay a higher price for the resulting 
product? 

Mr. Strncer. According to our information that is correct. 

The justification for this departure from the 18-cent price is, | 
understand, the higher power costs of these two facilities. This would 
appear to be ample precedent for the Government’s paying a higher 
price to new producers of aluminum pig, provided they can show that 
their power and other costs are higher than current costs of the Big 
Three. 

The CuarrMan. It certainly seems to me that if the General Serv- 
ices Administration is paying a higher amount to Alcoa because thie 
power it uses at a particular plant, to wit, Massena and New York, 
is greater, certainly they should endeavor to aid a newcomer in the 
interests of a competitive economy and pay those newcomers a larger 
amount than 18 cents, which amount, to wit, 18 cents, would make it 
impossible for the newcomers to enter the field. 

Mr. Sincer. That is absolutely correct, Mr. Chairman. 

Mr. Wiis. I can see some difficulty in the Government paying 
more to you than somebody else. If the Government cut out the 
interest on the loan guaranty entirely, and thus permitted you to 
borrow at 3% percent interest, could you live under that without also 
juggling the price? 

Mr. Srncer. I believe your question was 

Mr. Wiuu1s. Suppose the Government cut out the charge of 2 
percent entirely for its loan guaranty and ‘thus permitted you to 
finance yourself at 3% percent interest, could you get along on that 
arrangement without also acquiring a concession on price? 

Mr. Stncer. We could—that would help a great deal. It would 
help to the extent of 1 cent per pound, as I have stated 

The CHarRMAN. Do you mean that the Government would gua: 
antee but without a charge? 

Mr. Wits. Yes. 

Mr. Sincer. That would help to the extent of 1 cent a pound, but 
we would be very reluctant to enter into a contract which ties our 
selling prices to the Big Three. 

Mr. Wits. That would be 2 cents a pound. You said 1% 

Mr. Sincer. That is right. It would be closer to 2 cents. 

Mr. Wiis. You would catch 2 cents per pound there. 

Mr. Sincer. That is right. 

The CuatrMANn. That would sweeten the picture beyond question’ 

Mr. Sincer. Yes. 

Mr. McCuttocu. Mr. Chairman, it wouldn’t make much differenc: 
because it is Government money, one way or the other. If X is 
charged 2% percent interest and Y isn’t, it would in effect mean that 
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Y is getting a subsidy equal to that amount. We are confronted with 
the general penn constructing new facilities in Amefica in com- 
petition with facilities that were constructed on a 1938 or 1945 or 
1948 dollar. 

Mr. Wiuts. And resold at a cheaper price. 

The CuHatrMAN. Twenty cents on the dollar sometimes. 

Mr. McCutuocn. Yes. That is one of the primary problems with 
which this committee and America is now faced. 

Mr. Sincer. Mr. Congressman, I think your calculations were as 
bad as mine on this 1 cent or 2 cents a pound, because if my calcula- 
tion of 1 cent a pound is correct, I predicated that on a maximum of 
5 percent interest, and if the Government relinquishes the 2% per- 
cent charge we still will have to pay somewhere around 3}4 percent 
for money. 

Mr. Wixuts. You are correct. 

Mr. Stncer. Thank you. 

Mr. Wiis. You are correct. It would still amount to 1 cent. 

Mr. Sincer. The heart of the problem presented in my testimony 
is the ownership and operation by the same companies of both primary 
metal and fabricating facilities. This condition is largely attributable 
to the policy of the Government in the disposal of the surplus DPC 
plants. By selling the ingot production and fabricating facilities to 
the same companies the Government created two new giant integrated 
aluminum systems. These two, together with Alcoa, constitute the 
equivalent of a monopoly. 

The Cuatrman. Mr. McCulloch. 

Mr. McCuttuocu. Mr. Singer, do you know whether or not Reynolds 
and Kaiser made the highest offer that was made for the respective 
properties which they bought from the Government? 

Mr. Sincer. I can’t answer that because I don’t know, Mr. Con- 
gressman. 

Mr. McCuttocu. Was your company, or you and your associates, 
interested in acquiring any of the facilities for the production of 
aluminum that were acquired by any of the Big Three? 

Mr. Stncer. We were only interested in one facility and that was 
the Tacoma reduction plant and we had no interest in the rest because 
we are not fabricators and the reason we did not bid on the Tacoma 
plant is because we had our doubts about our ability to get alumina. 

Mr. McCuttocu. Was this general approach to the aluminum 
industry presented by you or your company to the officials of the 
United States Government who were responsible for the disposal of 
these surplus properties? 

Mr. Sincer. No; it was not. 

Mr. Wiis. Mr. Singer, under the letter of intent is the Govern- 
ment obligated to buy a specified quantity of aluminum for their needs? 

Mr. Stncer. Yes. It provides a specific quantity. 

Mr. Wits. A specific quantity? 

Mr. Stnaer. Yes. 

Mr. Wiis. Now, that would mean operation for how many years 
at the capacity proposed? 

Mr. Stncer. The Government contract to purchase metal from us 
for stockpiling purpeses is for a 5-year period. 
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Mr. Wiis. Thereafter you would be on your own? 

Mr. Sincer. That is correct. However, we are still obligated for 
the next 15 years to sell exclusively to independent nonintegrated 
fabricators. 

Mr. Wiuuts. That is what I was coming to. 

Mr. Sincer. Yes. 

Mr. Witus. Suppose, if that is so, the Government gave you a 
better price, that would fix you up for 5 years, but when you are 
thrown on your own wouldn’t you be in a mess again? 

Mr. Stnaer. Well, we certainly hope and expect that at the end of 
this crisis, when we sell to our own customers, that our customers will 
pay us a price that will be above our costs and enable as to make a 
profit the same as we have in the past. 

Mr. Wituis. Do you think you can become competitive with the 
Big Three to such an extent that they will be competitive with you 
and you will be able to meet their price? 

Mr. Sincer. First of all, Mr. Congressman, there are risks in- 
volved, there is no question about that 

Mr. Wriuuts. I can very well see that. 

Mr. Stncer. There are risks involved in every business. We are 
willing to take the risk. 

Mr. Wits. And sell only to fabricators? 

Mr. Stncer. To independent fabricators. 

Mr. Wituts. Independent fabricators. 

Mr. Stincer. Now, we also have some hope that the Government of 
the United States will protect us, and all small industry, against any 
producer that sells below cost. So long as we have that protection 
we will take up the balance of the competitive struggle and take our 
chances. 

Mr. Wituts. The law contemplates that protection, but I am not 
talking about selling below cost. How much are you getting for your 
secondary metal? 

Mr. Stncer. How much are we receiving? 

Mr. Wixuts. Yes. 

Mr. Stncer. About 30 cents a pound, current price. 

Mr. Wiis. How does that compare with the general market? 

Mr. Stncer. That is the market. 

Mr. Wituts. That is in competition with the Big Three? 

Mr. Stncer. That is right. 

The Cuatrman. I think, Mr. Singer, that you identified these 
charts in your testimony, and I will put those in the record. 

(The charts above referred to are as follows:) 
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Mr. Sincer. Mr. Chairman, I would like to incorporate in the 
record a clipping from the American Metal Market, dated December 
19, 1950, publishin the secondary and the primary prices. 

The CHarrMaAn. You feel that those figures are correct? 

Mr. Stncer. It is the market as liked by American Metal 
Market. 

The CuarrMan. All right. 

(The material above referred to is as follows:) 


[From the American Metal Market, December 19, 1950] 


PRIMARY ALUMINUM 


shipping point, with freight 


Ingots.—Thirty-pound ! base prices. F. o. b. 
allowance to United States destinations: 
Cents Cents 
99 percent plus___-_ 19. 00 | 99.85 percent ___.............. 31.0 
99.75 percent _ _ _- 19. 50} 99.9 percent - - - - -- ee 
99.8 percent _ : . 20. 00 
For 6-pound ingots, 0.50 cent additional. 
Pig aluminum, approximately 50-pound pigs, base price. F. o. b. shipping 
point, with freight allowance.to United States destinations: 
Cents 
99 percent, average guaranteed, minimum 18. 00 
99.8 percent 18. 50 
19. 00 


99.85 percent 


99.9 percent 20. 09 


ALUMINUM ALLOYS 
(Based on 19 cents for 99 percent ingots) 


Base price per pound, 30-pound ingots, 6-pound ingots 40 cents additional per 
100 pounds: 





Alloy No. Cents Allow No. Cents 
Sa eee 20. 80 | 212_.--- _ 20. 80 
+) a 21. 00; A213__. atin ee 
43_ eae 20. 60} B213__ 3 21. 30 
100_. 19. 00 | 214, A214, B214, F214 21. 60 
A100 19. 00 | 218 21. 80 
108__ 20. 60 | 220 —— 3 | 
A108 20. 70 | 356 sa ae 
ee 21. 801 355... .- 20. 70 
142 21. 40 | 360 oad 20. 80 
195, B195_ 20. 80 | A360 _ - .. 31.0 


Quantity extras (per pound): 
10,000 pounds and over 
2,000 to 9,999 pounds 
500 to 1,999 pounds 
Less than 500 pounds 


Base. 

+0.5 cents. 
+ 1.0 cents. 
+-2.0 cents. 
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RICH ALLOY 
(Based on 19 cents for 99 percent ingots) 


Base price per pound, 30-pound ingots, 6-pound ingots 0.40 cents additiona 


2107, 40 percent copper 

2108, 20 percent copper 

2201, 1 percent magnesium 

2508, 25 percent nickel 

2800, 10 percent iron 

2806, 50 percent iron 

B2806, 50 percent iron (high purity 


2 Price on application. 


Transportation allowances.— Delivery point=F. o. b. shipping point. 

A deduction equivalent to the actual transportation charges, but not exceedi: 
an amount based on the raii freight rate applicable to shipments of 39,099 pou: 
will be made from invoices on orders of 500 pounds or more of one product accept 
for shipment at one time to one destination within the continental United Stat 


SECONDARY ALUMINUM 


Prices cover lots of 30,000 pounds or more, of remelt aluminum ingot, deliver: 
buyers’ plant. (All prices nominal.) 

95-5 aluminum-silicon alloys: Cents 
0.30 copper, maximum 33. 25-34. 2 
0.60 copper, maximum 33. 00-34. 0 

Piston alloys 31. 00-32. 0 

No. 12 aluminum (No. 2 grade 30. 50-31. 0 

108 alloy 31. 00-31. 5 

195 alloy 32. 25-3: 

AXS-679, 1 percent zine 31. 25-31. 509 

13 alloy 34. 00-34. 50 

319 alloy 31. 00-31. 50 

Norr.—Ingots under 15 pounds, 4 cent per pound extra 
STEEL DEOXIDIZING GRADES 
Steel deoxidizing aluminum, notch-bar, granulated or shot, including a 
aluminum ingot (exclusive of hardeners) sold on aluminum-content basis for other 
destructive uses or alloying purposes: 
Ce 

Grade 1, 95-97}. percent . : : 32. 50-33. 00 

Grade 2, 92—95 percent 30. 75-31. 59 

Grade 3, 90-92 percent 30. 00-30. 59 

Grade 4, 85-90 percent 29. 50-30. 00 


§ 2 cents extra for special shapes. 
QUANTITY DIFFERENTIALS 


Up to 1,000 pounds 

Lots of 1,000 to 5,000 pounds 
Lots of 5,000 to 10,000 pounds 
Lots of 10,000 to 30,000 pounds 


The CuarrMan. Mr. Singer, suppose you proceed; it is getting late 

Mr. Sincer. Yes. I am just about through. Before closing mj 
testimony, I wish to acknowledge the fine cooperation displayed by 
Alcoa in permitting our engineers to visit their various plants wher 
they obtained valuable technical information; and to the Reynolds 
Metal Co. for their offer to sell us alumina on behalf of a fair-pric 
formula. Unfortunately the Reynolds’ offer was contingent on their 
ability to construct an alumina plant on the Gulf ¢oast to process 
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Jamaican bauxite, and the uncertainties involved in this offer have 
thus far prevented our acceptance. 

To Chairman Celler and the members of this subcommittee I express 
my thanks and those of my associates for this opportunity to tell our 
story and that of the independent users of aluminum ingot. 

Gentlemen, we are eager to work out a feasible program with the 
Government for entrance into the primary aluminum business. It is 
our belief that we can make a valuable contribution. 

The CuHarrMan. Mr. Singer, I presume you want to put in the 
record what you call the appendix attached to your testimony, con- 
taining letter of intent, and so forth? 

Mr. Sincer. Yes. 

The CHarrmMan. That will be accepted in the record. 

(The appendix to Mr. Singer’s statement is as follows:) 


Exuinit B 
OcToRBER 14, 1950. 
Hon. W. STUART SyYMINGTON, 
Chairman, National Security Resources Board, 
Washington 25, D. C. 

DeaR Mr. Symincton: Attached hereto is a proposal submitted by this com- 
pany in response to the Munitions Board’s letter of September 29, 1950, respect- 
ing proposals to increase primary aluminum-production capacity. This proposal 
is addressed to you rather than to the Munitions Board, in accordance with a 
telegram dated October 9, 1950, from Mr. Roscoe Seybold, Acting Chairman of 
the Munitions Board. 

The Apex proposal outlines a program to expand the production of aluminum 
pig by 108,000,000 pounds per year for stockpiling and other purposes. This 
company is interested in supplying the aluminum pig and alloy ingot requirements 
of 3,500 independent, nonintegrated sand and permanent mold foundries, die 
casters, sheet and extrusion fabricators who do not now have an adequate source 
of this primary metal for either defense or civilian purposes. It is hoped that 
any expansion in aluminum-production capacity will serve to provide these 3,500 
manufacturers with the raw materials they must have if t he ‘v are to stay in business 
and play their rightful part in our economy. 

These 3,500 manufacturers, composed for the most part of small- and medium- 
sized companies, have an annual aluminum-metal requirement of some 750,000,000 
pounds. The aluminum pig and ingot to meet this requirement is made from 
aluminum scrap.and virgin metal. The primary producers are now either unable 
or unwilling to supply these metal requirements, presumably because of their 
need for aluminum ingot in their own fabricating plants. 

No defense-production program can be conducted without an adequate output 
of castings, forgings, sheet, and extrusions produced by these companies, for 
planes, tanks, guns, ships, and many other items of defense procurement. ‘These 
companies are an important source of these products. They are widely dispersed 
over the country and are integrated into thousands of American communities 
from the point of view of supplies of raw materials, power, labor, and social 
services. They are less vulnerable to destruction in time of war and form a 
vital part of our American economy in both peace and war. 

The Apex Smelting Co., an Illinois corporation, was established 28 years ago in 
Chicago. It now has plants in both Chicago and Cleveland. It is the largest 
producer of secondary aluminum pig and ingot with an annual capacity of 120,- 
000,000 pounds. 

In connection with the aluminum-reduction plant proposed in the attached 
program, Apex would use the equipment, including pots and rectifiers, located at 
Riverbank, Calif., and Burlington, N. J. A preliminary allocation of this equip- 
ment to Apex was approved by the Munitions Board on August 10, 1950. 

Sincerely yours, 
APEX SMELTING Co., 
W. A. Sincer, President. 


80861—51—ser. 1, pt. 140 
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PROPOSAL OF APEX SMELTING CO. IN RESPONSE TO MUNITIONS BOARD LETTER 
SEPTEMBER 29, 1950 


Apex Smelting Co. proposes to operate a three-pot line aluminum-reduct 
plant and an alumina plant of sufficient capacity to supply alumina for 
reduction plant. Power for the operation of the reduction and alumina plan: 
will be steam-turbine generation (alternating current) developed by using natura 
gas as the fuel. The three plants reduction, alumina, and power will be built 
the Government with the full cooperation of Apex in engineering, design, and 
supervision of construction. This integrated unit could be located on the Gulf 
coast in the area between Port Arthur, Tex., and New Orleans, with access | 
deep water and barge transportation. The annual capacity of the integrated 
unit would be 108,000,000 pounds of primary metal. 

Following is the information specifically requested in the Munitions Board's 
letter of September 29, 1950: 

A. Quantity of metal that can be supplied by— 

June 30, 1951: None. 

June 30, 1952: 9,000,000 pounds per month, starting April 15, 1952. Ac 
mulative total produced to this date will be 22,500,000 pounds. 

June 30, 1953: 9,000,000 pounds per month. Accumulative total produ 
to this date will be 130,500,000 pounds. 

June 30, 1954: 9,000,000 pounds per month. Accumulative total produced 
to this date will be 238,500,000 pounds. 

June 30, 1955: 9,000,000 pounds per month. Accumulative total to this 
date will be 346,500,000 pounds. 

B. and C. Assurance of raw material and power supply. The amount of additiona 
power necessary to carry out your proposal, the source, and estimated cost: 
Negotiations are in progress for a long-term contract for the purchase of hig! 
grade South American bauxite in sufficient quantity to operate an alumina plant 
to supply alumina for the reduction plant with an annual capacity of 108,000,000 

pounds of aluminum pig. 

It is estimated that the power requirement for the above operations will lx 
120,000 kilowatts. It is proposed to construct a power plant of sufficient capacity 
to produce this requirement, using natural gas as the fuel for steam turbin 
generation (alternating current). Negotiations are under way for the purchase of 
natural gas in the Gulf area with a gas and oil-producing company with which 
Apex has substantial interlocking financial relations. Estimates furnished 
by a nationally recognized power engineering company indicate a cost of approxi- 
mately $120 per kilowatt of installed capacity, or a total of $14,400,000. T! 
power supply will be new capacity and will in no way interfere with planned 
expansions of other industrial areas. The estimated cost of power is expected 
to be slightly under 4 mills per kilowatt-hour at the rectifiers. 


D. Price for metal as specified under Munitions Board Purchase Specificatio 
P-62: Cost plus negotiated margin of profit. 


E.. Cancellation terms: To be negotiated. 


F. Proposed location of plant or plants: 

Both the alumina and reduction plants will be located adjacent to the pow: 
plant in the Gulf coast area between Port Arthur, Tex., and New Orleans, wi! 
deep water and barge facilities. 

G. Financial aid from the Government, if necessary: 

The three plants—alumina, reduction, and power—to be built by the Federa 
Government for operation by Apex. Apex will be pleased to discuss any othe: 
plan of Government financing or Government-private financing which is deter 
mined to be mutually feasible. 


Exuisit C 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., January 12, 1941 
Apex SMELTING Co., 
Chicago 12, Til. 
GENTLEMEN: I hand you herewith a letter order providing for the product 
and sale by you of aluminum metal pursuant to the Government’s program [ 
expanded aluminum production. I hand you also a copy of the letter from | 
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Secretary of the Interior to me dated December 11, 1950, certifying the necessity 
of our entering into the contract or commitment to purchase covered by the letter 
order. 

Your attention is invited to the reservations contained in the last paragraph of 
the certification. Since the Secretary of the Interior has not yet completed his 
certification with respect to the proposed bauxite development, the Government’s 
offer and any obligations of the Government in connection therewith shall become 
effective with respect to such bauxite development only upon my advising you of 
the issuance by the Secretary of the Interior of a further certificate covering such 
facility. You may, if you desire, accept the order as it applies to the om 
reduction and the alumina facilities as described in the certificates by the Secre- 
tary of the Interior (copies of which are attached to the letter order), and in that 
case the provisions of the order will apply to the extent necessary to cover the 
facilities to which such acceptance is directed. 

The letter order provides that it is to be followed by a formal definitive contract. 
In drafting such contract, I agree that the letter of intent should be clarified in 
these respects: 

(1) That portion of paragraph 1 which requires that 5 years of full production 
from the additional facilities shall have been completed not later than July 1, 
1958, shall be made subject to the force majeure provisions of the contract. 

(2) That portion of subparagraph (b) of paragraph 4 which conditions upon 
the prior approval of the Administrator of General Services the right to deduct 
certain contractual commitments from the quantity of pig or ingot to be offered 
for sale to nonintegrated users, should provide that certain clases of such contrac- 
tual commitments (to be agreed upon) should be deductible without further 
prior approval, and that in all other cases the deduction of such commitments 
is to be deemed approved by the Administrator unless you are notified in writing 
of his disapproval within such reasonable period as may be agreed upon. 

(3) As a result of frequent revisions, paragraph 11 (c) (1) is not entirely clear 
and I, therefore, desire to restate the principles which will govern in the event 
you elect to proceed under said paragraph 11 (ce) (1): 

(a) There shall be no cancellation payment by the Government with respect 
to any facilities as long as you continue to take accelerated amortization thereon. 

‘b) In the event of cancellation, you shall be entitled to cancellation payment 
on any facility: (i) on which you have never taken accelerated amortization, 
(ii) on which you have discontinued accelerated amortization, or (iii) for which 
you have applied for a certificate under 124A (g). 

(c) In any case, the limit of the Government’s obligation with respect to any 
facility shall be the cost of said facility less an amount equal to one-sixtieth of the 
cost of such facility for each month following the month in which the facility 
was completed to the month in which the cancellation payment becomes due and 
payable. 

With-reference to paragraph 12 of the letter order, the option of the Govern- 
ment, if exercised on account of idleness of the aluminum reduction facilities 
shall be an option to take over all the facilities, as a whole, regardless of whether 
or not the other facilities are in operation. 

As used in the letter order or in letters accompanying said order 

(a) the term ‘‘present producers’? means Kaiser Aluminum & Chemical Corp., 
Reynolds Metals Co., and the Aluminum Co. of America; 

(b) the term “‘nonintegrated users’’ does not include either (i) any domestic 
aluminum producer which has aluminum fabricating facilities or the subsidiaries 
or affiliates of which have such facilities, or (ii) any subsidiary or affiliate of any 
such domestie producers. 

It is agreed that the formal contract will make provision for the situation 
which would occur if at some future time you or your subsidiary corporation 
acquire aluminum fabricating facilities. 

If the formal contract is to be executed by your wholly owned domestic sub- 
sidiary, as permitted by the ietter order, you will provide in addition to the 
minimum raid in equity capital of $2,000,000, all additional working capital 
required for the production and sale of aluminum under the contract, and you 
will, either as a party to the contract or by separate contract, obligate yourself 
to the Government to the extent necessary in connection with the management 
and operation of the subsidiary, the provision of capital, and the obligations to 
make aluminum available to nonintegrated users. 

Sincerely yours, 
Jess Larson, Administrator. 
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DEPARTMENT OF THE INTERIOR, 
Washington, D. C., December 11, 195: 
Hon. Jess LARSON, 
Administrator, General Services Administration, 
Washington 25, D. C. 

My Dear Mr. Larson: Pursuant to the provisions of the Defense Production 
Act of 1950 (Public Law 774, 8ist Cong.) and the President’s Executive Order N, 
10161 of September 9, 1950 (15 F. R. 6105), to enable you to enter into suita! 
contracts for the purchase of or commitments to purchase aluminum, and 
enable you or any other authorized agency of the Government to make provisio: 
for loans (including participations in, or guaranties of, loans) to domestic p1 
ducers, all under the provisions of said act and order, and all within the limi 
of the following certifications, I do hereby certifv that the following are necessar 
in the interests of national defense and to carry out the express purpose a 
policies of said act and order: 

1. The construction of new facilities for production of aluminum within as 
short a period as possible to increase the production capacity in the United States 
by 450,000 tons per annum. As the military and essential civilian programs a: 
made more firm, this goal may have to be enlarged. 

2. The negotiation and entering into of suitable contracts to purchase or co1 
mitments to purchase all or sc much of said additional production by the Gover 
ment as may be necessary to procure the construction and installation of facilities 
for its production. 

3. This certification relates to the construction of and production from all or 
any of the following facilities: 

(a) Facilities having a capacity of 120,000 tons per annum to be constructed 
by the Aluminum Co. of America. 

(b) Facilities having a capacity of 100,000 tons per annum to be constructed | 
Reynolds Metals Co. 

(c) Facilities having a capacity of 100,000 tons per annum to be constructed by 
Kaiser Aluminum & Chemical Corp. 

(d) Facilities having a capacity of 54,000 tons per annum to be constructed | 
the Apex Smelting Co. 

(e) Facilities having a capacity of 72,000 tons per annum to be constructed by 
the Harvey Machine Co. 

Without in any manner desiring to dictate to you the terms and provisions 
these aluminum contracts, I think it desirable to call to your attention that wit! 
respect to Apex and Harvey serious consideration should be given to the desira 
bility of assuring that terms for these companies are based on an adequate showing 
that their costs and prices will not diverge so materially from those of establishe 
producers as to threaten the existing cost and resulting low price policies of t! 
industry. 

The location and tvpe of power to be utilized by most of the above plant 
cannot vet be specified, but it is understood that the selection will be made on th: 
basis of the lowest cost of producing aluminum consistent with the earliest date 
production can begin. In issuing this certification, [ am reserving for certificatio: 
later the plant locations and types of power under consideration for each aluminu 
producer. I want to review the proposed locations and types of electric power a: 
source of energy, whether steam, gas engine or hydro, for each aluminum plant 
It will be necessary to verify the feasibility of proposed schedules to produce a 
install the electrical equipment, and to determine what action may be necessar 
to rearrange production schedules where manufacturers’ assembly lines are already 
committed. This is essential to avoid conflict with the large power requirement 
that must also be scheduled for other urgent programs, particularly aton 
energy and certain chemicals and metals. 

Sincerely yours, 


} 


Oscar L. CHAPMAN, 
Secretary of the Interior 
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DEPARTMENT OF THE INTERIOR, 
Washington, D. C., December 13, 1950. 
Hon. Jess Larson, 
Administrator, General Services Administration, 
Washington 25, D. C. 

My Dear Mr. Larson: This will supplement my letter of December 11, 1950, 
certifying under section 303 of Executive Order 10161 to the necessity for addi- 
tional aluminum production in the interests of national defense. I reserved for 
later certification the location and type of power to be utilized by the plants 
referred to in that certification. At this time, I wish to complete my certification 
in the case of the proposed facilities for production of 54,000 short tons of aluminum 
per annum to be constructed by Apex Aluminum Corp. 

Company: Apex Aluminum Corp. 

Capacity: Approximately 54,000 short tons of aluminum per year. 

Type of power: Construction of new power plant using natural gas as fuel, 
partly the gas engine type and partly steam generation type. 

Location: Reduction plant and related facilities to be located in the Texas 
Gulf area, between Port Arthur and Corpus Christi, Tex. 

I extend my certification dated December 11, 1950, with respect to facilities 
having a capacity of 54,000 short tons per annum to be constructed by Apex 
Aluminum Corp. to include the location and power supplies set forth above. 

Since the exact location and type of power has not vet been fully developed by 
the company, it is my understanding that the company will keep me fully advised 
and furnish me with copies of plans, when they have been developed, including 
copies of fuel or power supply contracts, as to the specific location and details of 
power and fuel source and price. 

This certification does not imply an obligation on the part of the United States 
to schedule manufacturers’ production of steam power generating equipment in a 
preferred position if interim electric power supply can be obtained from other 
sources. . 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secrelary of the Interior. 


DEPARTMENT OF THE INTERIOR, 
DEFENSE PowrR ADMINISTRATION, 
Washington 25, D. C., December 18, 1950. 
Hon. Jess LARSON, 
Administrator, General Services Administration, 
Washington, D. C. 

My Dear Mr. Larson: On December 13, 1950, I completed my certification 
of December 11, 1950, with respect to facilities for a capacity of 54,000 short tons 
per annum to be constructed by Apex Aluminum Corp. by including the location 
and type of power to be employed. The company plans the construction of an 
alumina plant of a capacity of approximately 125,000 short tons per annum. A 
question has been raised as to whether my certification extends to the alumina 
plant. It is understood that the alumina plant will be located adjacent to the 
reduction plant and will employ eht esme source of power. My certification was 
intended to cover both the aluminum reduction plant and the alumina plant. 

In my original certification of December 11, 1950, I referred to the Apex 
Smelting Co.; my supplementary certification of December 13, 1950, referred to 
the Apex Aluminum Corp., a subsidiary of the Apex Smelting Co. It is intended 
that my certification extend to either or both of these corporate entities whichever 
is selected for the construction and operation of these facilities. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interior. 
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GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., January 12, 1951 
Tue Apex SMELTING Co., 
Chicago 12, Ill. 

GENTLEMEN: 1. The United States of America, through the Administrator 
General Services, proposes to enter into a formal contract with you which \ 
provide for the production and sale by you of 270,000 short tons of aluminun 
(primary aluminum pig, containing not less than 99 percent aluminum), herei 
after referred to as “‘production,’”’ to be derived from facilities which you w 
provide. Such production and sale shall commence upon the date of completion 
of construction of all such aluminum producing facilities, shall continue at a 
rate of approximately 54,000 short tons per year beginning no later than 6 months 
from such date, and shall be completed within a period of 6 years after such date, 
but in no event later than July 1, 1958. The date of completion of constructio 
shall be the first day upon which 90 percent of the electrolytic cells are first 
tapped. 

2. The facilities hereinbefore referred to shall consist generally of— 

(a) An aluminum reduction plant and related facilities (hereinafter som: 
times referred to as ‘aluminum producing facilities’) as described in tly 
letter from the Secretary of the Interior to me, dated December 13, 1950, 
which is incorporated herein by reference and a copy of which is attached 
hereto; 

(6) An alumina plant (hereinafter sometimes referred to as ‘‘aluminia pro 
ducing facilities’) as described in the letter from the Secretary of the Interior 
to me, dated December 18, 1950, which is incorporated herein by referenc 
and a copy of which is attached hereto; and 

(c) A bauxite development, if such development is required. 

3. The Government may require the sale to it of all or any part of the aluminum 
produced from the aluminum producing facilities prior to the date of completio: 
thereof, under the terms and conditions provided in subparagraph (a) of para 
graph 4 hereof and at the price provided in paragraph 11 hereof. Any quantity 
of aluminum sold to the Government under this paragraph 3 shall not reduce th. 
quantities otherwise specified in this order. 

4. Subject to such priority delivery as may be required pursuant to law, tli 
production shall be disposed of as follows: 

(a) The Government may require the sale to it, for the national defense, of a 
or any part of the production for each consecutive 6 months’ period, the first suc! 
period commencing with the date of completion of the aluminum producing 
facilities, by so notifying you on or before 90 days prior to the commencement! 
date of each such 6 months’ period, or in the case of the initial period, your es‘ 
mate of such date. Of the amount so purchased by the Government, the Gover: 
ment shall, in its notice to you specify the amount of aluminum which it desire- 
to have comply with the national stockpile material purchase specification cur 
rent at the time of such notice, and thereafter you shall deliver such quantity 
accordance with such specification. It is agreed (i) that the Government ma) 
not require conformance to such stockpile specification as to more than 9,000 tons 
in any 6 months’ period or proportionate amounts in lesser periods, and (ii) that 
if such stockpile specification is more burdensome than Munitions Board Purchas 
Specification P-62 (the purest present specification), said present specificatio: 
P-62 shall be applicable with respect to aluminum to be delivered pursuant to 
the preceding sentence. It is understood and agreed that the Government sha 
not require the sale to it from you hereunder, during any 6 months’ period, of 
quantity which is inequitable to you in the light of quantities to be acquired during 
such period from other producers under this program‘of expanded procurement. 

(6b) Any aluminum not disposed of under subparagraph (a) above shall 
offered and made available by you for sale to nonintegrated users, in nonfabricat: 
form, for a period of 30 days from the date of receipt of notice from the Govern- 
ment of the quantity which it shall purchase as provided in said subparagrap! 
Subject to the prior approval of the Administrator of General Services, you shal! 
have the right to deduct from the amount to be offered under this subparagrap! 
such amounts of additional production of nonfabricated aluminum as you are 
obligated to deliver to nonintegrated users pursuant to contracts theretofore made 
by you. 

(c) Any quantity of the production (i) not disposed of in accordance with su! 
paragraphs (a) and (b) of this paragraph 4 and (ii) not otherwise sold or utilized 
by you, may be tendered to the Government in the form of pig aluminum during 
each consecutive 12 months’ period (the first such period commending with t! 
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date of completion of the aluminum producing facilities). Such tender or tenders 
may be made during the first 10 days of any calendar month during such period 
and during the first 10 days following the expiration of such period and all such 
tenders shall be.deemed appliaeble to:such period. The Government shalt-pur- 
chase the amount so tendered. 

5. It is the intent of this order that the United States Government, acting 
through the General Services Administration, guarantees, by agreeing to pur- 
chase, the disposition of the entire output of the aluminum-producing facilities 
for a period of 5 years. It is the intent of the parties hereto that the United 
States Government, acting through the General Services Administration, will not 
guarantee or agree to purchase any of the product from such productive facilities 
as you may hereafter acquire other than from the aluminum-producing facilities 
contemplated herein. 

6. As an inducement ot the Government and as part of the consideration of 
this contract, you agree that for a period of 15 years from and after the time of 
expiration of the full period of performance specified in the initial paragraph of 
this order or until any loan guaranteed by the _ cnet pursuant to paragraph 
9 hereof shall have been repaid, whichever period shall be the longer, you will 
offer and make available for sale to nonintegrated users, on a first-come, first- 
served basis, under credit conditions satisfactory to you, at your prevailing 
prices and on your standard terms and conditions of sale, a quantity of aluminum 
in nonfabricated form equal to the annual capacity from the aluminum-producing 
facilities. It is understood and agreed that (a) the Government may enforce 
this provision in its own name, by first seeking specific performance, and in the 
event the court decides that no equitable remedy lies, then the Government may 
sue for damages, and in that event the measure of damages shall be the damages 
to nonintegrated users affected by not including consequential damages and 
(b) no third party shall have any right whatever to enforce this provision, either 
in its own right or by derivative right from the Government. 

7. By your acceptance of this order, you undertake to proceed, without delay, 
to acquire the facilities necessary for the production and to purchase materials 
and make commitments necessary to produce such alumina and aluminum. 
You also agree to enter into negotiations with the General Services Administra- 
tion looking to the execution of a formal, definitive contract which will include 
the provisions hereof and all contract provisions required by Federal law, Execu- 
tive order, and applicable regulations, to be included in contracts for supplies of 
the kind herein described. The formal contract will also contain definitive 
terms and conditions as agreed to by the patries which may or may not be at 
variance with the provisions of this order. The formal contract may at your 
option be executed by a wholly owned domestic subsidiary of your company, 
provided such subsidiary be capitalized at not less than $2,000,000 cash paid in 
and that the definitive contract shall contain appropriate provisions limiting the 
right of the subsidiary company to pay dividends or to otherwise distribute 
assets, or to pay executive salaries above amounts approved by the Administra- 
tor of General Services. If the formal contract is executed by such a subsidiary 
you, nevertheless, will assume, together with such subsidiary, all obligations of 
the contract with respect to offering and making available for sale to noninte- 
grated users aluminum in nonfabricated form. 

8. In case the parties are unable to agree upon a formal contract within 90 
days after the date of your acceptance of this order or within such further time as 
may be mutually agreed upon, this order will terminate at the expiration of such 
time. In such event, as to each contract or commitment relating to the facilities 
(including, without limitation, contracts and commitments for power, utility 
services, fuel, labor, transportation, materials, supplies, equipment, construction, 
and services), the Government shall reimburse you for cupendivants actually made 
thereunder and either (a) require the assignment to it of such contract or commit- 
ment and assumé your rights and obligations thereunder or (b) direct you to 
cancel or settle such contract or commitment and reimburse you for your expendi- 
tures in effecting such cancellation and settlement, the determination as to which 
method you pursue to be in the discretion of the Administrator of General Services. 
The obligation of the Government so to reimburse you for expenditures shall im- 
pose upon you a corresponding obligation to transfer or deliver to the Govern- 
ment all real and personal property obtained by you as a result of such expendi- 
tures, and not previously consumed. 

9. The Government agrees to guarantee any loans made to you for the con- 
struction of said facilities to the extent required by the lender and as determined 
by the Administrator of General Services Administration after consideration of 
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the recommendations of the appropriate Federal Reserve bank. If any such 
guaranteed loan is outstanding, in-whole or in part, at the time that the cancella- 
tion payment is due your company by the Government, as provided in paragraph 
11 hereof, the Government reserves the right at its option to require you to appiy 
any or all of such amount due you to the payment of all or any part of the principal 
installments of said guaranteed loan in the regular order of maturity. 

10. As long as you are obligated to make payments to the Government in ac- 
cordance with the terms of paragraph 11, the provisions set forth in paragraphs 
4 (a) and (b) shall apply to the production from the facilities to the extent that 
you actually produce aluminum at such facilities. 

11. (a) The price at which you are required to make aluminum available for 
sale to nonintegrated users as detailed in subparagraph ()) of paragraph 4 hereof 
shall be your lowest published price, for the grade of aluminum involved, in effect 
at the time of delivery (including the terms and conditions applicable thereto 

(6) The price for aluminum purchased by the Government under paragraph 3 
and subparagraphs (a) and (c) of paragraph 4 hereof shall be your lowest put 
lished price for the grade involved (including the terms and conditions applicab| 
thereto) in effect at the time of delivery. Provided, however, that if, at the tin 
of delivery, the price so published of any of the three present domestic aluminun 
producers is lower than your published price, the price to the Government shall 
be the lower of: 

(1) The weighted average of the lowest prices so published, of the threr 
present producers averaged during the 90 days preceding the date of delivery 
such weighting to be in accordance with the then existing primary aluminun 
capacities of said three producers (excluding uneconomic capacity at Alcoa’s 
Bradin and Massena plants); or 

(2) Your lowest published price in effect at the time of delivery for ¢! 
corresponding grade of aluminum. 

(c) It is the understanding of the parties that vour published market price will 
represent the cost of production (exclusive of the amount of accelerated amorti- 
zation in excess of normal depreciation) plus no more than a reasonable profi 
In the event that price controls are placed upon aluminum by the Government 
which result in your inability to earn such reasonable profit from the operation 
of the facilities and after reasonable efforts have been made by you to obtain relief 
without success, then you shall have the right to cancel the contract with t! 
election to either: 

(1) Retain the facilities, in which event, if they have not been completely 
amortized, you may avail yourself of the provisions of section 124 A (g) of 
the Internal Revenue Code, as amended by the Revenue Act of 1950, and 
receive a cancellation payment as defined in section 124 A (g) (1) (A), with 
respect to such facilities, and there will then become due and payable to you 
from the Government a sum of money equal to the then unamortized cos 
of the facilities with respect to which you have made such election. 

(A) In the event of an election to receive a cancellation payment as afore 
mentioned with respect to any or all of the facilities (aluminum, alunina, or 
bauxite), for a period of 10 years after the date the cancellation payment b 
comes due or until such payments equal the amount of the cancellation pay- 
ment, whichever first occurs, as and when you produce aluminum from the 
aluminum producing facilities, you shall pay the Government, at a rate per 
ton of aluminum so produced equal to the unamortized cost of all the facilities 
(with respect to which cancellation payments have been made) as of the 
date of cancellation divided by the number ef tons of production which would 
have been required under the canceled portion of the contract. 

(B) You may, at your option, make any of the foregoing payments due 
under this subparagraph 11 (c) in advance of the times when they become du 
If such rate shall become an undue economic burden to you, and you shall so 
demonstrate to the satisfaction of the Administrator of General Services 
then such rate will be appropriately reduced and the period for payment 

extended accordingly. 

(C) It is understood that the Administrator of General Services will recom- 
mend to the appropriate certifying authority that there be issued to you ap- 
propriate certificate or certificates pursuant to section 124A (g) (1) and (2 

of the Internal Revenue Code, as added by section 216 of the Revenue Act 
of 1950, certifying that said cancellation payment or payments described 
above are compensation to the taxpayer for the unamortized cost of th 
emergency facilities mad2 because a contract with the United States involving 
the use of the facility has been terminated by its terms or by cancellation, and 
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authorizing the inclusion of the amount or amounts so paid as an amortization 
deduction for the accounting period to which they are properly chargeable. 
(D) If you elect to take accelerated amortization.on the aluminum- or 
alumina-producing facilities or bauxite development until such facilities have 
been completely amortized, then the Government shall not be obligated to 
make any payment to you on account of such cancellation with respect to 
such facilities; or 
(2) Surrender the facilities to the Government and receive a payment to 
be determined by a formula set forth in the formal contract the application 
of which will result in neither profit nor loss to you as if you had never owned 
such facilities. Any election under this subparagraph (2) shall be made with 
respect to all the facilities as a whole, and may not be made with respect to 
separate facilities. 
12. If you cancel this order and elect to keep the facilities under paragraph 
11 (c) (1) above, and while any money is due the Government hereunder, the 
facilities shall have remained substantially idle for a period of 1 year or more, the 
Government shall then have the option, upon 3 months’ written notice to you, 
of purchasing such facilities at a price to be determined by a formula set forth in 
the formal contract, the application of which will result in neither profit nor loss 
to you, as if you had never owned such facilities; provided, however, that you 
may avoid such option and retain the additional facilities by a bona fide reactiva- 
tion of such plant in substantial operation at any time during such 3-month 
notice period. In a determination of the afore-mentioned formula, neither your 
profit nor loss in fabricating operations or in furnishing at fair market prices 
material or supplies for the operation of such facilities is to be taken into account, 
nor is the profit or loss from the operation of any of your facilities other than those 
being purchased to be taken into account. 

13. (a) It is understood and agreed that vour obligations under this order are 
contingent upon (i) force majeure; (ii) upon obtaining all priorities necessary for 
the purchase and delivery of equipment, supplies, materials, and services of any 
nature required in the performance of your obligations hereunder; (iii) upon 
issuance to you of any certificates of necessity applied for by vou, covering the 
required facilities, pursuant to section 124A of the Internal Revenue Code, as 
amended, authorizing accelerated amortization for Federal income tax purposes 
of the entire cost of the facilities to be acquired for the production hereunder, 
including the alumina-producing facilities and bauxite development, and (iv 
upon obtaining guaranteed loans on terms satisfactory to you pursuant to para- 
graph 9 hereof. If such priorities, certificates, or guranteed loans are not ob- 
tained, you may cancel this order on the terms provided in paragraph 8, or, in 
the event the formal contract has been signed, on the terms provided in such 
contract. 

(b) The term ‘force majeure” shall be interpreted to include such delays, in- 
terruptions, or cessations as may be caused by labor disputes, fire, storm, sabo- 
tage, acts of war or of public enemy, or any cause beyond your reasonable con- 
trol, and not due to your fault or negligence. 

14. Such rights as you may have under this order to obtain guaranties of loans 
made to you for the construction of the facilities (as detailed in par. 9 hereof) to 
certificates of necessity entitling you to accelerated amortization, and to discon- 
tinue such accelerated amortization, may be exercised by vou either with respect 
to all the facilties or severally, and from time to time with respect to all or any 
one or more of them. 

15. All contract provisions presently required by Federal law, Executive order, 
or applicable regulations, to be included in contracts of the type herein described, 
are incorporated herein by reference. 

16. Your acceptance of this order will be indicated by affixing your signature 
to this letter and two copies thereof and mailing or delivering the executed original 
and one executed copy to the Administrator of General Services within 60 days 
from the date of this letter. Such acceptance will constitute this order a contract 
on the terms set forth herein. 

17. This contract is entered into pursuant to the Defense Production Act of 
1950 (Public Law 774, 8lst Cong.); the Strategic and Critical materials Stock 
Piling Act (60 Stat. 596), and the Federal property and Administrative Services 
Act of 1949 (Public Law 152, 81st Cong.), as amended. 

Unarep Stares or AMERICA. 
By Jess Larson, 
Administrator of General Services. 
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The CHarrMaANn. Thank you»very much, Mr. Singer. 

Are there any questions, gentlemen? 

Thank you very much. 

Mr. Sincer. Thank you, gentlemen. 

The CuarrMan. We will now adjourn, to meet tomorrow morning 
at 10 o’clock to hear the distinguished Delegate from Alaska, \|; 
Bartlett, Mr. Wilson of the Aluminum Co. of America, Mr. McBride 
of the Monolith Portland Cement Co., and Mr. Seybold of the Muni- 
tions Board. Mr. Seybold will be heard in executive session. 

(Whereupon, at 4:40 p. m., the subcommittee adjourned, to ; 
convene on Friday, February 2, 1951, at 10 a. m.) 
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FRIDAY, FEBRUARY 2, 1951 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON THE Stupy oF MoNopoLy 
PoweR OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The special subcommittee met, pursuant to adjournment, at 10 a.m., 
in room 346, Old House Office Building, Hon. Emanuel Celler (chair- 
man) presiding. 

Present: Representatives Celler (chairman), Bryson, McCulloch, 
Goodwin, Hillings, Wilson, and Willis. 

Also present: Curtis Shears, counsel to the subcommittee. 

The CHarrMan. The subcommittee will come to order. 

We will hear this morning from Mr. I. W. Wilson, senior vice 
president of the Aluminum Co. of America. 

Mr. Wilson, will you give to the stenographer, please, your name 
and address, and your connection with the Aluminum Co. of America. 


STATEMENT OF I. W. WILSON, SENIOR VICE PRESIDENT, 
ALUMINUM CO. OF AMERICA 


Mr. Witson. I am I. W. Wilson, senior vice president of the Alumi- 
num Co. of America, resident in Pittsburgh, Pa. In my statement 
I will refer to the Aluminum Co. of America as Alcoa. 

I am testifying at the invitation of your chairman, extended by 
letter dated January 15, 1951, in which he asked me to state Alcoa’s 
position on four matters with which this statement is concerned. I 
am also taking the liberty of commenting on certain other matters 
concerning Alcoa about which others testified before this subcommit- 
tee last week. I had not seen this week’s testimony when this state- 
ment was prepared. 

Alcoa’s participation in the Government-sponsored program for the 
expansion of the aluminum industry. Under date of October 13, 
1950, and in response to a Government request to the entire alumi- 
num-producing industry, Alcoa submitted to Mr. W.Stuart Symington, 
Chairman of the National Security Resources Board, eight pro- 
posals with respect to Alcoa’s participation in the contemplated ex- 
pansion program. The first four proposals dealt with the reactivation 
of certain existing but noneconomic aluminum-producing facilities 
owned by Alcoa and the remainder dealt with proposals for the con- 
struction of new facilities. 

The first four proposals in Alcoa’s letter related to the reactivation 
of Alcoa’s stand-by facilities at Massena, N. Y., and Badin, N. C., 
which could not be operated in a peacetime economy because of the 
lack of power at competitive prices. These proposals contemplated 
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putting in operation, with purchased high-cost power, facilities ca- 
pable of producing 79,000 tons of additional aluminum. per year. 

The Cuatrman, Mr. Wilson, at that point, may I ask, did you not 
receive permission to reactivate the Massena plant and probably the 
Badin plant, in June 1950? Did you not receive that permission from 
the United States district court in June 1950? 

Mr. Wixuson. Not for any reactivation, Mr. Chairman. 

The CuHatrMan. But for the reopening? 

Mr. Witson. No, Mr. Chairman. That was for the purchase of a 
Government-owned aluminum smelting plant adjacent to Alecoa’s 
plant. That was merely for the purchase of the plant. 

The Cuatrman. At Massena? 

Mr. Wixtson. At Massena, N. Y. 

The CuarrMAN. So that your program was started before your 
conversations with Mr. Symington and the representatives of the 
National Security Resources Board? 

Mr. Witson. In our purchase of the Government plant located 
at Massena, N. Y., part of our obligation in connection with that 
purchase was that we would shut down the equivalent producing 
capacity in our own plant. We would shut down producing capacit\ 
in our own plant equivalent to that which we started up in the plant 
which we purchased from the Government. 

The Cuatrman. But did it not occur to you that it would be 
uneconomical to start anything at Massena, where the cost of powe! 
was so high? 

Mr. Witson. In resuming any operation in the plant that we 
purchased from the Government, we contemplated merely transfer- 
ring power from our own plant—our previously owned plant—to the 
plant which we purchased from the Government. There would lx 
only a minor increage in production due to the fact that the Govern- 
ment plant was slightly more efficient than that portion of our own 
plant which would be shut down. There would be no more power 
utilized in our operations at Massena than had been theretofore 
utilized. 

Have I succeeded in making myself clear? 

The CuarrmMan. What I gather from this is that the plan to increas: 
facilities occurred before your conferences with these Government 
officials, and you were going to do this on your own. I am curious to 
know whether or not you came in later and asked the Government's 
help with Government funds to do the very thing that you might 
have done yourself? 

Mr. Witson. Not at all, Mr. Chairman. The total production at 
Massena, N. Y., after we had purchased and put into operation the 
Government plant, would be less than 3 percent more than it thereto- 
fore had been, the total production being limited by the available 
amount of power in that district. 

The CHatRMAN. Are you not getting more from the Government 
per pound for the aluminum made at Massena and Badin than the 
market price? 

Mr. Witson. Not directly. Indirectly we are. 

The CHarrMan. What are you getting indirectly? 

Mr. Witson. This increased production at both Badin and Mas- 
sena will result from the purchase of high-cost power from the con- 
necting public utilities. That power will cost from 8 mills to 10 mills 
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per kilowatt-hour, which is entirely a noneconomic power cost to use 
for production of aluminum. 

The proposal which we made to the Government was that we would 
undertake to make aluminum in these reactivated facilities, and would 
take the power charges up to 5 mills per kilowatt-hour, if the Govern- 
ment would pay or reimburse us for any of the power charges which 
averaged in excess of 5 mills per kilowatt-hour. 

The CHatrmMan. And that is the way you get the addition above 
the market price per pound for the aluminum? 

Mr. Witson. That is correct. As far as our invoicing of the alumi- 
num which will be produced, it is at the market price. 

The CHarrmMan. Is it true then, having in mind that you might get 
the increased price from the Government, that you started to renew 
your activities at Massena even before the conversations with Mr. 
Symington and the others? 

Mr. Witson. No; Mr. Chairman, we did not. 

The Cuarrman, All right. 

Mr. McCuttocu. I would like to ask what type of fuel is used for 
generating the power that you will use at Massena and Badin? 

Mr. Witson. As far as I know, I think it is all from coal-fuel, steam- 
generating plants. 

Mr. McCuttocu. And neither plant is at the sites of the coal 
mined? 

Mr. Witson. Oh, no. Massena is at the northern tip of New 
York State, practically on the Canadian border, where it strikes east 
from the St. Lawrence River; and Badin, N. C., is in the Piedmont 
section, the central section, of Nerth Carolina. 

Mr. Bryson. You have hydroelectric power down at the North 
Carolina plant? 

Mr. Witson. Yes, we do, Mr. Congressman. And, we have hydro- 
electric power for our normal source of supply for Massena, N. Y., as 
well. 

Mr. Bryson. But when you go into the accelerated program you 
will have to fall back on the more expensive power? 

Mr. Witson. That is correct. 

Mr. Hixturnes. How does the cost of the use of coal compare with 
the use of both gas and hydroelectric power? 

Mr. Wixson. All three of those costs are quite varying, Mr. Con- 
gressman. 

Mr. Hituines. Rate them in the order of most expensive, and so 
forth. 

Mr. Witson. Well, an ordinary hydro development which is of 
interest to the aluminum industry is by far the cheapest of the three. 
In our opinion the next highest cost, to date, anyway, has been gas- 
generated power, utilizing the gas in an internal-combustion engine, 
rather than as fuel under a boiler, and then generating from the steam 
so produced. 

The most expensive is the generation of power from coal. How- 
ever, the price of gas is very decidedly on the increase, and it may be 
possible that the generation of power from coal at the locus of the 
coal may be coming pretty close to the gas generation. 

Mr. McCuttocn. Mr. Wilson, did I understand you to say that 
some of the power you used at Badin, N. C., was hydroelectric power? 

Mr. Witson. That is correct. 
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Mr. McCuttoca. How do you explain the fact that hydroelect: 
power then is going to cost you some 8 or 9 mills? 

Mr. Witson. Oh, I must have misunderstood the question. O 
regular operations at Badin, N. C., are based on hydroelectric powe: 
But, all of that power is used in our regular operations, so that thi: 
reactivation program is to supplement that hydroelectric power whic; 
is all being used. 

Mr. McCutxioca. From what source will you get this new add 
tional power? 

Mr. Witson. From the contiguous neighboring public utilities, th 
Duke Power Co. and the Carolina Power & Light Co. 

Mr. McCutvocn. Is that power produced from hydroelectric plants 

Mr. Witson. No, sir. It will be produced from steam plants 
utilizing coal. 

Mr. Bryson. They do produce power from hydroelectric plants 
but they have these stand-by steam plants to take care of emergencies 

Mr. Witson. That is correct, and I think their own requirements 
are in excess of their hydroelectric generation. 

Mr. Bryson. Why is it that heretofore no appreciable aluminum 
plants have been erected right at the coal mines? 

Mr. Wixson. | think the answer to that is quite specific: That even 
a power plant at the coal mine has heretofore resulted in a higher cos! 
of power than that which could be obtained at other locations and with 
other means of generation. I think even today the possibility in th: 
future for utilizing coal will be pretty much limited to a situation whe: 
strip coal is available, rather than deep coal, which is more expensiy 
than the strip coal. 

Mr. Bryson. I believe Mr. Reynolds testified that his company had 
actually been offered coal free in some instances if he would erect 
aluminum plants at or on the coal mine, but I imagine from his testi- 
mony that even if the coal were without cost, the production o! 
aluminum would be prohibitive. 

Mr. Wixson. Well, that would not be my feeling, Mr. Congressman 
If they offered me free coal, or if they offered Alcoa free coal that is 
well located, I think that we can give the wonderful State of Texas 
quite a run on its gas also. I am not familiar with any situation o! 
being offered free coal. 

The attractiveness of the proposals for the reactivation from 2 
national defense standpoint lay in the fact that the facilities were to 
a large extent in existence and could be put into production almos' 
at once, without requiring much in the way of scarce materials to 
put them in operating condition. 

By letter of intent dated November 21, 1950, the General Services 
Administration proposed to buy for the Government stockpile th: 
output of these reactivated facilities for a 4-year period. Alcoa 
promptly accepted the proposal, and the first delivery of aluminum 
pig under this program was made to Mr. Jess Larson, General Services 
Administrator, within a week after the contract was signed. This 
program, appropriately called the quick-action program, will be in 
full operation by midyear 1951. 

Mr. Wiuuis. And will result in 79,000 tons per year? 

Mr. Wiison. Yes. 

Mr. Wiuuts. Will that 79,000 tons be increased as you go along 
or is that about the limit? 
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Mr. Witson. No. That is about the limit. Inasmuch as this 
production is obtained by filling in the valleys as to available power, 
for example, at Badin, from the hydro-electric developments at 
Badin, if we were to have a very bad water year as far as rainfall and 
consequent stream flow in the rivers is concerned, that would de- 
crease Our normal production and would leave a bigger valley that 
we would fill in for this purpose; and in that year we would exceed 
probably the 79,000 tons. 

On the other hand, if the year would turn out to be an extremely 
good water year from the standpoint of heavy rainfall, well distributed, 
so that the stream flows continued high during the whole year, there 
is less of a valley to fill in with this supplemental power, and that 
would result in somewhat less than 79,000 tons production for this 
purpose in that particular year. So that that is an average expect- 
ancy, the 79,000 tons. 

Mr. Wixuis. You say this proposal was attractive to the Govern- 
ment from the point of view that production could be had almost 
immediately. 

Mr. Wiuson. Practically immediately. 

Mr. Wiuuis. And it was attractive to you, as I understand it, in the 
sense that the Government underwrote the power costs over 5 mills. 

Mr. Wiison. Five mills, which is substantially 5 cents per pound of 
aluminum. 

Mr. Wiiurs. And the Government would absorb the excess, if there 


was any. 
Mr. Wiuson. That is correct, and I would like to point out that in 
making our offer that we would absorb the cost up to 5 mills, we took 


that figure because that results in this metal being produced by us at 
practically the price that it is sold. In other words, we did this with- 
out expecting any profit from the operation of providing this metal to 
the Government. 

Mr. Witson of ‘Texas. Where are these plants located, Mr. Wilson? 

Mr. Wiison. These are at the existing plants in Massena, N. Y., 
and Badin, N. C. 

Mr. McCutuocu. Can I properly deduct from that statement then 
that as of November 1950 Alcoa could produce aluminum without 
loss if the power cost did not exceed 5 mills per kilowatt-hour? 

Mr. Witson. That is correct. At these plants that are already in 
existence. 

Mr. SuHears. You could not do that if you had to build the plant? 

Mr. Witson. That is correct, Mr. Shears. 

Mr. SHears. You could not do that with 5 mills a kilowatt-hour 
power and make it go if you had to build a new plant. 

Mr. Witson. That is correct. 

Mr. Wituts. These plants were not in use until this project? 

Mr. Witson. Some of these facilities are in use part of the year, 
but not the entire year, because of this power situation aspect. 

Mr. Wixurs. When were they built? 

Mr. Witson. Oh, portions of those plants were built at Badin, 
that is, they were originally built in 1916, and it has been added to 
since then, and rehabilitated at different times. The plant was 
originally built at Massena in 1903, but none of the facilities which 
were built in 1903 are in existence today. They have been scrapped 
and more modern equipment installed. 
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Mr. Wituts. Were they reactivated then, or used during the las; 
war? 

Mr. Wiuson. Yes. All of these were. 

Mr. Wiuuts. You used them for your business during the last war? 

Mr. Witson. Yes. Absolutely. 

Mr. Wruuis. And you had an arrangement with the Government 
then regarding guaranty purchase orders, or what not? 

Mr. Witson. No. We did not at that time. 

Mr. Wiison of Texas. Those plants are part of your expansion 
which you are engaged in now? 

Mr. Witson. No, Mr. Congressman. They are not. I propose 
to proceed now into that expansion program. 

By letter of intent from General Services Administration to Alcoa 
dated December 19, 1950, and accepted by Alcoa under date of Jan- 
uary 10, 1951, Alcoa has contracted to construct additional facilities 
capable of producing approximately 120,000 short tons of aluminum 
per year. Part of these facilities will be provided by an addition to 
Alcoa’s aluminum smelting plant at Point Comfort, Tex., and the 
remainder by a new plant either in the Pacific Northwest, if hydro- 
electric power and a plant site can be obtained, or, alternatively, in 
the Ohio River Valley, where coal is available as a fuel. We are hard 
at work on this expansion program and hope to have it completed in 
about 18 months. 

Alcoa’s participation in the current expansion program also neces- 
sitates a new alumina plant and a substantia! step-up in our bauxite 
operations. We expect to spend about $150,000,000 of our own or 
privately borrowed money in order to meet our part of the aluminum 
expansion program. 

Mr. Suears. Will any of this money be financed by the First 
Boston or the Mellon Bank & Trust? 

Mr. Witson. We have not made any arrangements for the financ- 
ing. I certainly cannot say what they will consist of. I would 
expect that the early part of the program would be financed by bank 
borrowings, and then as those bank borrowings became sufficiently 
large so that the banks had any question as to the maturities, that 
those borrowings would be refunded by longer-term borrowings, which 
might or might not be negotiated with the help of or through the First 
Boston Corp. 

The Cuarrman. Mr. Wilson, you have already spent $150,000,000 
of your own, or privately borrowed money. Was any of that money 
supplied by investment bankers or insurance companies? 

Mr. Witson. I think there is a little confusion there. em 8 
$150,000,000 which I am referring to here is yet to be borrowed {: 
the expansion program. 

The CuarrmMan. Oh, you expect to. I beg your pardon. You are 
right. 

Mr. Witson. Yes. 

The CuHarrMan. Do you contemplate the use of any insurance 
companies for that purpose? 

Mr. Witson. I would think it quite probable, but, as I say, the 
financing has not been arranged in any way, but I am sure we would 
consider borrowing from the insurance companies. 

The Cuairman. The reason why I asked that was because I do 
hope the insurance companies will come into that field and possibly 
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aid you, and possibly aid some of the new companies. If you have 
conferred with any of the insurance companies or the investment 
bankers, have you any idea of the amount of interest that will be 
charged? 

Mr. Wixtson. No. I have not, Mr. Chairman. I mean, we have 
not conferred with them as yet, so I do not know what their ideas 
would be. 

The impact of this expansion program upon Alcoa’s relative position 
in the aluminum industry has been summarized for you in the testi- 
mony of Mr. D. L. Marlett, Assistant to the Administrator, Defense 
Electric Power Administration, Department of the Interior. He 
presented to this subcommittee figures correctly showing that Alcoa’s 
percentage of the productive capacity of the aluminum smelting 
industry would drop from 49 percent in 1950 to 40 percent when 
the current expansion program was completed. 

Mr. Suears. May I interject there a couple of questions? 

Mr. Wiison. Yes. 

Mr. SHears. This 40 percent does not include the reactivated 
plants, does it? 

Mr. Witson. No, Mr. Shears. I should point out, and I haven't, 
that the arrangements made with General Services Administration for 
that permits the General Services Administration to cancel out at any 
time. In other words, while it is a 4-year contract, it permits them 
to cance! on the payment of nine-tenths of a cent per pound to us for 
any untaken amount of that balance; and that figure was determined 
from the cost of the rehabilitation of the facilities needed to supply 
that contract. 

Mr. Saears. That cancellation privilege is also contained in your 
new agreement, is it not, at the end of 24s years? 

Mr. Witson. At the end of 2!) years, but, for the reactivated facil- 
ities, there is no such period of time. They can cancel out today any 
of these reactivated facilities. 

Mr. Suears. In other words, you think with Massena and the first 
step of expansion that vou testified about, your percentage of the 
national business is near 45 percent, is it not? 

Mr. Witson. That is including the reactivated facilities. 

Mr. Surears. Including the reactivated for the next 4 vears. 

Mr. Witson. Forty-four or forty-five percent. I am not quite sure 
of the exact figure. 

Mr. Suears. During previous vears, during 1946, 1947, 1948, and 
1949, your company did over 60 percent of the business, did they not? 

Mr. Witson. I think not. I do not recall any figures of over 60 
percent. It has been around 51 or 52 percent. I think I may have 
some of those figures here. 

In 1947 our percent was 55.8 percent; in 1948 it was 52.3 percent; 
in 1949 it was 48.3 percent; and in 1950 it was 49.3 percent. 

Mr. SHears. Now, in dollar sales did not Alcoa sell in 1946, 64.7 
percent; in 1947, 62 percent; in 1948, 60.7 percent; and in 1949, 60.2 
percent. 

Mr. Witson. I wouid iiot think so, but I do not have those figures. 
A percent of what? In other words, our gross sales as compared to 
what? 

Mr. Suears. This is dollar sales, nationally speaking, as compared 
to the other members of the industry. 

8O861——51—ser. 1, pt. 1 41 





626 STUDY OF MONOPOLY POWER 


Mr. Witson. I would think very much less than that. I wo 
think very much less. In other words, I doubt if in those figures a: 
included the total sales of the industry. I have never seen th 
compiled, and I do not know where they would be compiled from. 

Mr. SHears. You may proceed. 

Mr. Hiuuines. One question. Mr. Wilson, has Alcoa ever receiy: 
an RFC loan from the Government? 

Mr. Wiison. No. We have never used Government financing 
any of our operations. 

Mr. Wiis. And you do not expect to, in connection with this 
expansion program? 

Mr. Wiuson: No. We do not expect to, and I would not think w: 
would have occasion to. 

Mr. Hixtumes. Has Alcoa ever purchased from the Government 
aluminum from the Government’s stockpile? 

Mr. Wiison. Yes, Mr. Congressman. We have purchased 
considerable quantity from the stockpile in 1946, 1947, and 1948. 

Mr. Hiiutrnes. Would vou have any idea, in a rough estimate, o! 
the amount that you purchased? 

Mr. Witson. Yes; | have a figure of the total that we purchased 
We purchased 225,000,000 pounds all told in those 3 years. 

Mr. Hituraes. At approximately what price did you purchase that 
aluminum? 

Mr. Wiison. At the current market price. 

Mr. Hiiureas. Prevailing at the time of the various purchases? 

Mr. Witson. Yes; prevailing at the time of the various purchases 

The CuarrMan. Do you know whether or not Kaiser and Reynolds 
also participated in the purchase with you of that stockpile? 

Mr. Witson. Yes; 1 understand they did, to the best of my know!- 
edge. I am sure they did, but I have no first-hand knowlege of it 

The CHarrMan. Do you know whether or not any others than Alcoa 
Kaiser, and Reynolds participated in the purchase of that stockpile? 

Mr. Wiison. As far as I know, no others did. 

The CHatrMAN. Why was that? 

Mr. Witson. I do not know why that determination was made, but 
it was made that the Metals Reserve, which was a subsidiary of th 
Reconstruction Finance Corporation, in whose jurisdiction the stock- 
pile came, wanted the three of us to distribute this metal as purchased 
and I suppose they did it because they did not think they had facilities 
for handling a multiplicity of small sales; but | am only surmising tha‘ 
Mr. Chairman. 

The CuarrMan. That is only a surmise? 

Mr. Witson. That is correct. 

The CHatrMAN. You know, of course, that that metal was v 
valuable? 

Mr. Witson. Practically all of this metal, and a great deal mo: 
we merely purchased from the stockpil »and turned over to custom: 
of the industry at the same price at which we bought it. 

The CuarrMan. There were many secondary smelters who want 
to purchase from that stockpile and were refused. Their applicatio: 
for purchase were denied. 

Did Alcoa bring any pressure to bear upon the authorities to den) 
the applications of these independent smelters? 
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Mr. Wixtson. None that I know of, and I am very sure that at no 
time was pressure brought to bear. 

The CuarrMan. You probably felt you did not have to do it because 
you knew they were going to deny it anyhow, I presume. 

Mr. Wixson. I do not think that we had any knowledge of that. 
They set up their procedure in this way. 

The CuarrMaAN. I do not mean to impute bad faith in that regard, 
but I simply presume you exercised your own judgment in that regard, 
because the authorities naturally wanted to deal with 3 people, rather 
than with maybe 50 or 60. It was much easier for them. 

Mr. Wiuson. | think so, and I think there were credit considera- 
tions, and delivery difficulties, and all that would enter into it. 

The CaairnmMan. But there are other considerations, and | think, 
that these authorities should have taken into consideration, and should 
have had before them; namely, that it is unfair to give a stockpile 
only to three entities, when others were coveting portions of that 
stockpile. 

Mr. Witson. I would like to think, Mr. Chairman—and I am here 
surmising again—lI would like to think that the Government agencies 
involved felt that a fair job was being done in distributing this metal. 
Certainly, so far as Alcoa’s participation was concerned, we were 
meticulously doing a fair job in distributing this metal. 

The Chairman. I can say, in my own opinion that I do not think 
a fair job was done. Not as far as Alcoa is concerned, because if I 
were in Alcoa’s position I would do exactly what you did, But, I 
think it would be better for the competitive economy if some of these 
secondary smelters would have had a chance to get some of this 
aluminum that was stockpiled by the Government and was then being 
sold. 

Mr. Witson. Any secondary smelter that has been a customer of 
Alcoa over a period of years, or over any period, when metal has been 
scarce has received the same consideration from Alcoa as any one of 
its customers, or as Alcoa has given to itself in its own operations. 

The CuarrmMan. Mr. Wilson, at the time of the sale of this stockpile, 
what was the market price of the aluminum? 

Mr. Witson. The sale to the stockpile? 

The CHarrRMAN. At the time of the sale of the stockpile, what was 
the price of aluminum at the market? 

Mr. Witson. I am sorry. I have a memorandum of the price 
schedules which I am looking for. Until June 1948 the price of pig 
was 14 cents. On June 1948 the price was increased to 15 cents. 
| think that all of the metal from the stockpile that we purchased was 
before June 1948. So that I believe it was all purchased at 14 cents, 
as far as the major quantity of aluminum in that stockpile is concerned. 
Insofar as any of it was especially high purity 

The CuarrmMan. Are you familiar with this, Mr. Wilson? I do not 
want to test your memory of this if you are not familiar with it. Are 
you familiar with the price, because our understanding is that the 
Government sold their stockpile at less than market price. 

Mir. Witson. I am familiar with it to that extent. Yes, sir, Mr. 
Chairman, The Government never sold us any metal at less than 
market price. 

The CuarrMan. Is it incorrect to say, or correct to say, that the 
sales were made by the Government at less than market price? 
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Mr. Witsown. It is incorrect, as far as our experience is concerned 
We never bought any aluminum from the stockpile at less than the 
market price. 

Mr. McCuutiocn. Mr. Wilson, I understood you to say that in 
June 1948 the price was increased from 14 cents to 15 cents a poun 

Mr. Witson. That is correct. 

Mr. McCut.ocu. How soon was that increase after you bought | 
last quantity of aluminum from the Government stockpile? 

Mr. Witson. My impression is that the last purchases from thy 
stockpile were about in the early spring, and possibly April—March o; 
April. 

Mr. McCuttocn. What was that quantity that was bought 
March or April of 1948? 

Mr. Witson. I do not have any information with me on that point, 
Mr. Congressman. 

Figures furnished by Alcoa, per letter dated February 7, 1951 are as follow 
January 1948, 3,313,000 pounds, February 1948, 5,404,000 pounds, and Mare! 
1948, 2,862,000 pounds. 

Mr. McCuttocu. I also understood you to say that during 1946 
1947, and 1948, you bought approximately 115,000 short tons of 
aluminum, or 225,000,000 pounds. Then that would be between 
110,000 and 115,000 short tons. 

Mr. Wixson. That is correct. I am a little old-fashioned. I still 
think in pounds, Mr. Congressman. I am having difficulty in getting 
up to date and using tons. 

Mr. McCuttocnu. Well, you have done such a magnificent job in 
increasing the production of your plant that I find it easier to use tons 
than millions of pounds. 

Mr. Witson. That is why I say I am old-fashioned in using pounds 

Mr. McCuttocn. During 1946, 1947, and 1948, when you acquired 
this aluminum from the stockpile, did you pass that all out to inde 
pendent fabricators, or did you increase the use of aluminum in your 
own fabricating plants? 

Mr. Wixson. | think that is a little difficult, for me anyway, to 
identify these particular pounds that came from the stockpile. Du: 
ing this whole period we made available to our customers pig and 
ingot in a very much greater quantity than this 225,000,000 pounds 

Mr. MeCuttocn. That substantially answers my question. | 
was interested in knowing whether or not this aluminum which was 
bought from Government stockpiles was used in large part by the 
Big Three, thereby further starving the independent fabricators 

Mr. Witson. May I point out in that connection as to why | 
speak so assuredly on this point? In 1946 we sold to our customers 
some of which would have been from this stockpile—205,580,000 
pounds of pig and ingot. 

In 1947 we sold 172,365,000 pounds. 

In 1948 we sold 192,741,000 pounds. 

In other words, while we were buying 225,000,000 pounds from tly 
stockpile, we sold more than 570,000,000 pounds of pig and ingot 
more than double the amount we purchased from the stockpile. 

The CuatrMan. Mr. Wilson, your testimony has been to the effect 
that Alcoa has treated the fabricators far better than your competitors 
have treated the fabricators. 
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Mr. Witson. I cannot testify as to how our competitors treated the 
fabricators and other customers in the market. I know what some of 
them have told us, but certainly our constant endeavor has been—and 
we believe we have been successful in that endeavor—to treat the 
entire industry, as far as they are customers, in a fair and just manner. 
It certainly has been our constant endeavor. 

The CHarrMan. Of course, I said you were treating your fabricators 
better than your competitors. I do not know whether you can do 
even better than you have done now, but I simply make that obser- 
vation. 

Mr. Witson of Texas. It is fair to assume, Mr. Wilson, from what 
you say, though, that the independent fabricators have received their 
fair share of the aluminum that you had? 

Mr. Wiison. Our customers are the only ones that I can speak of, 
and | am certainly convinced myself that they have, Mr. Congressman. 

Mr. Witson of Texas. Of course, you stayed by the folks who traded 
with you? 

Mr. Witson. We could not in a time of metal shortage—if someone 
who had never been our customer would come to us for a supply, we 
would say, ‘‘Go to your regular source of supply. We are unfortunate 
enough in that we cannot satisfy our own customers.” 

Mr. McCuttocn. Let me ask this question, then: In 1946, 1947, 
and 1948, when there was apparently a short supply of aluminum, 
did you make any aluminum available to new fabricators coming 
into existence in America, or did you say to a new fabricator, ‘I am 
sorry, sir. We cannot supply you any aluminum. We must take 
care of our old customers’’? 

Mr. Witson. We tried to look at each case, and there were many 
instances when we had been working with a prospective customer 
not a then customer, but a prospective customer—in trying to encour- 
age him in the use of aluminum and help him find out how to use it; 
and we have felt an obligation to that individual and have considered 
that he is one of the hardship cases, and as such we have made the 
metal available to them. 

Mr. McCuttocn. May I summarize what you have said, then, by 
saying that in this period of short supply of aluminum Alcoa did take 
on some new customers who had not theretofore been customers of 
the company? 

Mr. Wiuson. That is right. If they were new users. 

Mr. McCuttocn. That is right. 

Mr. Wiis. Where was that stockpile stored? 

Mr. Wirson. I don’t know, Mr. Congressman. 

Mr. Wiuuis. Was any of the stockpile in your own warehouses or 
your own facilities? 

Mr. Wiuson. No, sir; all of it was in Government hands. I think 
the military considered these stockpiling locations restricted. I do 
know one or two. I think it would be better if the Munitions Board 
were asked that question. 

Mr. Witurs. All right. Have you any idea about how long it was 
in stockpile before you bought it? Was it a matter of 2 or 3 vears, or 
3 or 4 years? 

Mr. Wirison. Well, it was put in there during the war period. Un- 
doubtedly some of it had been there several years, and I suppose some 
of it possibly only 6 months, or something like that, 
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Mr. Wiis. It is reasonable to suppose that the Governm: 
during whatever period is involved, was paying a storage charge, 
did it build its own facilities for storage? 

Mr. Wixson. I think that is correct. 

Mr. Wixuis. When all of that is taken into consideration 
storage charges, the time it was held, and the price that the Govern- 
ment paid for it—we had been led to the thought that the Governm: 
lost money on the deal. 

Mr. Witson. Oh, I think that is correct; and, if that is what 
chairman had in mind when he asked that question, I have seen d: 
and information, and I believe there was some testimony before t! 
committee to the effect that some of that metal that was in the sto 
pile was purchased from the Aluminum Co. of Canada at a price of 
17.6 cents, if I recall the figure correctly. 

Mr. Wiuuts. That is the impression that I personally received 
meaning that the Government had paid more for it than it sold it fo: 

Mr. Witson. That is correct; but that does not mean at the tiny 
it was sold that it was sold for less than the market price. That was 
the market price. 

Mr. Wixuts. I understand that. You bought at market, and then 
you finally resold at market? 

Mr. Witson. Yes. We practically resold at the same moment, so 
to speak. It might not have been just the same metal, but all thi 
time that we were purchasing any metal aluminum from the stockpil: 
we were selling pig and ingot to our customers in greater quantities 
than the deliveries we had from the stockpile. 

Mr. Wiuuts. To be specific, do you think you bought at 14 cents 
and resold substantially at 14 cents? 

Mr. Witson. At 14 cents; not substantially—we sold at 14 cents 
at the same price at which we bought it. 

Mr. McCuttocn. Mr. Wilson, during this time aluminum was in 
short supply in the United States; was it not? 

Mr. Wiitson. Not during that whole period. It was in short 
supply for a period in 1948. 

Mr. McCuttocn. How about 1947? 

Mr. Witson. 1947; no. There was a period during 1947 when 
was in rather substantial supply. 

Mr. McCuttocn. How about 1946? 

Mr. Witson. 1946? Very definitely there was no shortage 
aluminum. 

Mr. McCuttocu. The only time, then, in this 3-year period when 
there was a shortage was in 1948? 

Mr. Wiuson. I think that is correct. 

Mr. McCuttocu. Now, I have understood the testimony so fai 
be that the Government sold aluminum—using this specific y 
1948—at a loss. 

Mr. Witson. I think that is correct. 

Mr. McCuttocn. And there was a shortage of aluminum 
America at that time? 

Mr. Witson. That is correct. 

Mr. McCuttocn. And there were fabricators who were anxious | 
get aluminum and would have paid more than 14 cents, or more tha! 
15 cents a pound for it; were there not? 
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Mr. Witson. Well, I can only surmise that. I think that is prob- 
ably correct. 

Mr. McCuttocu. That conclusion would be substantially correct; 
would it not? 

Mr. Witson. I would think so; yes. 

Mr. McCuttocn. Yet the price of aluminum on the market was 
14 cents, and that was the price at which it was sold, although there 
were people in America in the fabricating business who were ready, 
willing, and anxious to get aluminum and pay more than that for it? 

Mr. Wiison. Mr. Congressman, I have never been quite clear as 
to what constitutes a black market and what constitutes a gray 
market, but the conception I have of it is that when there is a going 
market price, any sales above that price are usually considered to be 
gray market or black market sales, and I don’t know that you would 
have expected the Government representatives to indulge in that 
market. 

Mr. McCuuiocnu. Was there an OPA ceiling price on aluminum 
throughout the calendar year of 1948? 

Mr. Witson. I think not. I think the OPA ceilings were off by 
then. 

Mr. McCuttocu. So then there was no legal ceiling price on 
aluminum, at least during part of 1948? 

Mr. Witson. That is my understanding and my recollection of it. 

Mr. McCuttocu. And the supply of raw aluminum was in the 
possession of three companies in the United States at that time? 

Mr. Witson. Oh, no; not entirely so. There were imports. 

Mr. McCutuocna. I will say it another way, then. Three com- 
panies bought substantial quantities of stockpile aluminum from the 
Government and had it in their possession or control during that time? 

Mr. Wiuson. I think that is correct. 

Mr. McCuuttocn. And the market price was 14 cents? 

Mr. Witson. That’s right. 

Mr. McCuttocu. How was that market price arrived at? 

Mr. Witson. Well, as far as Alcoa is concerned, it is the price at 
which we felt we could afford to seil aluminum and make a reasonable 
profit, and a price at which the consumers and buyers were willing 
to buy aluminum from us. 

Mr. McCuttocn. But you have admitted to me heretofore that 
there were buyers who were willing to pay more than 14 cents by 
reason of the fact that there wasn’t enough aluminum to meet the 
requirements, and at the same time the Government sold this alumi- 
num, which cost them in some instances as much as 17 cents, for 14 
cents. 

Mr. Witson. I think that is right, but I question whether you 
would have wanted your representatives to be at least accused of 
indulging in gray market or black market selling. 

Mr. McCuutocnu. I do not come to that conclusion. I think it 
would be entirely ethical, proper, and good business judgment for X 
company in Ohio to buy aluminum in 1948 at 15 or 17 cents per pound 

they could lawfully do so, and if that aluminum or its counterpart 
had come from Government stockpiles which cost the Government 
more than the 14 or 15 or 16 cents a pound. I just do not follow 
your reasoning with respect to black or gray markets during the latter 
part of 1948. 
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Mr. Wixson. I am not sure I know what a black or gray mar! 
consists of, but I know some people think the moment anything js 
sold above the going market price, they think of that as gray mark 
or black market sales. 

Mr. McCuutocnu. Well, it depends on how the going market p: 
is arrived at. 

The CHarrMan. We put in a chart yesterday, Mr. Wilson, showi: 
the ups and downs and variations in price of secondary aluminun 
whereas the price of primary aluminum, which was confined to thr 
companies, was practically leveled to one price over many years. 

Now, does it not look as if there were ironclad control by the 
three companies over the price? 

Mr. Wiison. I cannot, of course, answer for what any of the 
other producers may sell, or at what prices they may sell. As far as 
Alcoa is concerned, it sets its price as low as it consistently ean and 
obtain a fair profit; and we attempt to hold that price as steady as 
we can because we believe that that will insure the maximum develop 
ment of the aluminum industry. 

The CHarrmMan. Does it not imsure something else; namely, 
your cost is low enough you keep competitors from entering th 
field? 

Mr. Wiison. Well, that may be suggested, but as long as we can 
make a fair profit at those prices, we believe that we are serving thi 
best interests of the economy of our country and of the development 
of our industry; and if the suggestion is that we should raise our 
prices and should make more profits, that is an interesting suggestion 

The CHatrMan. How many secondary producers are there? 

Mr. Witson. Well, I would recognize at least 35 to 50 as major 
participants, and I would think there were probably quite a few 
other small ones. I do not have the exact number in mind, M: 
Chairman. 

The CuHarrMan. Would you recheck your records, and when you 
revise your testimony put the number in? | think it is more than that 
Mr. Wilson, but I am not sure. You can probably find out bette: 
than we can. 

Mr. Wixson. I am sure that there are a great many more smalle: 
ones. When I said 35 to 50, I meant that to be understood as majo! 
participants. 

Mr. McCvutuocu. I would like to make this observation at this time 
with respect to these series of questions that have just been concluded 
I think I got the implication, and I think that is what has mad: 
America great. I want to refer to this stockpiling, though, and this 
is my studied judgment: That the Government of the United States 
in my opinion, should at no time sell below the cost of the material 
which it has acquired, if there be a market at the cost; and that, in my 
opinion, applies to any item, whether it be aluminum, or cheese, 0! 
beans, or anything that is acquired by the Government. I think tha 
is only ordinary, good business sense. 

The CuatrMan. I want to say thai I emphaticaily agree with what 
the gentleman from Ohio says. I cannot conceive of how the autho. 
ties could have sold this aluminum just to the three companies 
namely, your own concern, Kaiser, and Reynolds—when there wer 
others vying for the same metal, willing to pay more than you paid 
I hope that mistake will not be repeated, and we should hold to strict 
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accountability any of the authorities of the Government who would 
repeat that reprehensible conduct. 

Mr. McCuttocu. I perhaps belabored this point, but within the 
last 90 days the Commodity Credit Corporation of the United States 
Government has sold substantial amounts of certain products which 
the Corporation has acquired, at some 50 to 70 percent of the present 
market price, and there is a shortage of that commodity in much of 
the northern part of the United States. 

Mr. Hitirnes. We have also had examples recently in other fields 
or agencies of this Government selling commodities, such as butter 
and other items, that are becoming scarce, or at least extremely costly 
in our economy at the present time, and selling them at an extremely 
ridiculous price. 

For instance, as I understand it, many thousands of pounds 
butter were sold through the Department of Agriculture at approxi- 
mately 15 cents a pound. 

The CuarrMan. Mr. Wilson, when you sell your primary products, 
do you impose a condition, written or unwritten, that any scrap made 
from that primary product that you sell must be returned to you for 
purchase? 

Mr. Witson. No; we do not. 

The CHarrMAN. You have no such arrangements? 

Mr. Witson. That is correct. 

The CuarrMAn. And no understandings of that sort? 

Mr. Witson. We have such arrangements, but not imposed by us. 

The CHAIRMAN. Not imposed by whom? 

Mr. Witson. Not imposed by Alcoa. We may have customers 
who will say, “Will you take my serap back?” 

The CuarrMan. But you do not insist on them bringing this scrap 
back to you? 

Mr. Witson. We do not; no sir. 

The CuHarrmMan. You do not say that they cannot sell the scrap 
resulting from the fabrication of your primary metal? You do not 
say that that scrap must be returned to you? 

Mr. Wiison. I know of no instance whatsoever other than during 
the war period when by Government regulation the customers were 
required to return the scrap to the producer. That was a Government 
regulation, and not ours. 

The CuarrMan. But there is no such understanding, either covertly 
or overtly, in existence today? 

Mr. Witson. Not to my knowledge. 

Mr. Suears. Mr. Wilson, is not the price of secondary aluminum 
much higher than the price of primary at the present time, and is not 
that an unusual circumstance? 

Mr. Witson. It is unusual merely because of the existence of 
unusual circumstances. In a scarcity period that occurs, and it has 
occurred before, so it is not unusual as never having before occurred. 
It occurs practically every time (nere is a shortage of aluminum. 

Mr. Suears. Do you not feel that the price of primary is very low 
compared to the price of secondary at the present time? 

Mr. Witson. Either that, or vice versa, Mr. Shears. 

Mr. Suears. Well, as compared with prices of other metal mar- 
kets—for instance, lead, copper, and steel—isn’t aluminum much 
lower proportionately at the present time than those? 
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Mr. Wirson. Unquestionably. Aluminum today is selling fo: 
percent less than it sold for in 1939. Copper, lead, zine—I do not 
have the specific figures—are selling for around double what they so 
for in 1939, and that is right down the alley of the aluminum industry 
if I might put it that way. That is what we have been seeking, an, 
that is what we have been working for for 50 years, and that is wha: 
we hope we can continue and will be the situation over the next 
years. That will make the aluminum industry, and that is what 
making the aluminum industry today. 

Mr. Suears. Now, Mr. Wilson, I asked you a couple of days : 
if you could prepare a statement about your estimated returns on 
vour pot-line investments as compared to the sheet mill at Alco 
Tenn. Do you have any ideas on that at the present time? 

Mr. Wiison. We attempted to set our prices—or let me put 
this way: In setting our prices we set them so that if, and when, a: 
as we have a normal expected load in our plants, we will make appro) 
mately 15 to 20 percent return on the capital used in connection wit 
the operations for producing that particular aluminum commodity 

Now, that results after taxes—over the long period of years—th 
results in a profit to the company of about 10 percent on the equity 
capital in the business. That is the history that has been shown and 
litigated over in the antitrust case, and I think is not disputed at al! 
But, that is the basis on which we set our prices. 

The CHairman. At that point I will ask this: Are you not apply 
ing a public utility standard to the amount of profit you should mak 
namely, a fair return on your capital investment? Usually, in th 
ordinary commercial pursuits, the competition in the market dete: 
mines your profit. It is not that you can say definitely that you must 
earn that, and then having, let us say, the power of being the leade: 
in the market, you can impress your will upon those who will buy ar 
say that you must give us a price that will yield us a fair return o 
our capital investment. 

Mr. Witson. Once more I merely say that in setting our price, w: 
set it from this point of view. It does not mean we are successful 
and we have many years in which we have no earnings, and we ha 
years when our plants are full where we have substantially more ear 
ings. All I meant to say, and I think what I would say was that that 
procedure has resulted in an average profit of approximately 10 pe: 
cent. 

The CuarrmMan. Do Reynolds and Kaiser usually follow the pr 
that you set? 

Mr. Wiuson. Yes. They have certain variations from our pri 
at times, and today they have variations from our prices. 

The CuarrmMan. And you would say, then, Alcoa was the pri 
leader in the field? 

Mr. Wiison. Well, if we are—and I think that may be a fair enoug! 
statement—but if we are, it is because the others are followers, an 
not because we are the leaders. We can only use our best judgment 
I gr when you have followers, that makes you the leader 

The Cuarrman. Then you will agree, will you not, Mr. Wilson. 
that if you had more producers in the field there would not be tha 
likelihood of having a follow-the-leader, as you had in the case o! 
that chart that we drew attention to? Where you have so many 
competitors in the secondary market, you do not have that flattening 
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out of prices or a making of the prices uniform and low for a prolonged 
period, 
~ Mr. Witson. I would suppose that the prices always, in any indus- 
try——as to my knowledge it is the case; they always tend toward 
uniformity. I think that is just as much of an indication of an 
ntensely competitive market as you can have. Certainly no one is 
willingly—when he has material to sell in the market—no one is 
villingly going to sell that under the price that he can obtain for it. 
Unless it is in times of shortage, no customer on the other side of the 
fence is willingly going to pay a higher price than he can get the 
material for. 

o, | think those conditions automatically result in a uniformity in 
price. I do not think that means anything. 

The CuarrMan. The more competitors you have in the field, the 
more tendency you will naturally observe, I think, to have variations 
in price, as compared to having the price relatively fixed when there 
are only, say, three in the field. 

Mr. Witson. Anyone in the field can only be responsible for his 
own prices. 

The CuarrmMan. I am dealing with this, Mr. Wilson: As I under- 
stand it from your testimony and public statements, you welcome 
newcomers into the field; do you not? 

Mr. Witson. That is correct. 

The Cuarrman. And you want to give every possible encourage- 
ment to the newcomers, such as you are willing to supply them with 
bauxite. 

Mr. Witson. I would say every reasonable encouragement. [ 
would not say every possible encouragement. 

The CuarrMan. That is right. It would be to your advantage too, 
as far as this lawsuit still pending in New York is concerned. 

Mr. Witson. I am delighted at that point to be able to say, Mr. 
Chairman, that after 14 long vears the lawsuit—the antitrust action 
is no longer pending, as far as Alcoa is concerned. 

The CHarrman. I do not know that that is so. The court held 
jurisdiction for another 5 years. 

Mr. Witson. It did. 

The CHarrRMAN. So you still have 5 years to go 

Mr. Witson. Well, it is nice to be out on parole anyway. 

Mr. Suears. Following the chairman’s questions regarding costs, 
ould you supply the subcommittee with an estimated percentage, 
later on, on your new pot-line investment, including alumina facilities 
- power plant for the projected facilities based on this 18-cent cur- 

t price; and “ ‘n also supply us with a percentage later on on the 
new sheet mill at Alcoa, Tenn., in a year like 1950, assuming ingot 
costs of 18 pinch We have information that the profit differential 
there is about 10 to 1 on the fabricated items, and we would like to 
vet your statistics based on that premise. 

Mr. Wiitson. I do not have specific figures in mind, Mr. Shears, 
and I am sorry I do not. I did net understand the question as 
relaved to me the day before yesterday. 

Mr. Suears. Do you know at the present time whether you make 
more money on your milling process based on a percentage of the 
capital investment than you do on your pot line investment? 
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Mr. Witson. I would think net. It may be a little more this year 
and a little less next year, but I certainly do not recognize any such 
figures as you mentioned. You said 10 times as much, I think? 

Mr. SHears. Can you supply us those figures? You can writ: 

a letter on that. 

Mr. Wiuson. Yes; I will be very glad to check the matter. 

Mr. Suears. What we are interested in is to find out if the price of 
pig is kept at a depressed level, whereas sheet is kept at a much more 
profitable level. That is our question. 

Mr. Wiison. I will be glad to furnish the subcommittee with som 
information on that. (See appendix, p. 870.) 

Mr. Suears. | am referring, of course, to new facilities. I realiz: 
you have written your old facilities down to $1 on your books, but you 
are also going into new facilities and, therefore, you have to spend 
money to produce new facilities. 

Mr. Wixson. I do not know of any facilities we have written dow 
to a dollar. 

Mr. Suears. Well, you have some written down considerably 
anyway. 

Would vou be willing to sell 100 percent of the output of your new 
facilities to the Government stockpile at 18 cents, and how much 
would you expect to make if you did that on the new plants? 

Mr. WILson. Well, our studies today those new plants are not 
yet constructed, so it is merely an estimate on our part. I think we 
are going to turn over cents. In other words, I think we will make the 
aluminum in the new facilities for just about the present 18-cent pric 

Mr. Suears. In other words, you do not expect to make a profit on 
the new facilities at 18 cents? 

Mr. Witson. Not so long as we are taking the accelerated amorti- 
zation. After that we will make a profit on it. 

Mr. SHears. Let me ask you this, then: How is it possible for new- 
comers to this industry to build new plants at the present price level 
and survive, even during the present emergency, let alone after th: 
emergency is over? 

Mr. Wiison. I think they can better testify to that than I. 
wondered. 

Mr. McCutziocn. Mr. Wilson, is not that a common problem to all 
new industry facilities in America? 

Mr. Witson. Very definitely, Mr. Congressman. I think it makes 
no difference whether the manufacturer is a manufacturer of stockings, 
or if he is a manufacturer of any gadget at all. In his industry if the 
present facilities have been acquired up to 1940, let us say, they were 
acquired with the dollar worth what it was worth then. And, if today 
he puts in the facilities he will probably put in—as I am sure thes 
newcomers in the aluminum industry will do—they will put in modern 
plants that will have some improved efficiency over plants that were 
built 10 years ago—but at that time he puts those plants up with, 
eall it, a 55-cent dollar, or whatever other rate you want to use, as 
compared to a 1940 dollar, and he is then under a serious handicap 

It makes no difference as to whether he is already a member of the 
industry, or whether he is a newcomer to the industry. It makes no 
difference, I would think, whether it is the aluminum industry or the 
stocking industry. 
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Mr. McCuttocn. Then this very difficult problem is a devastating 
and terrible result of a government either being unable or unwilling to 
control inflation? 

Mr. Witson. Well, it is one of the penalties that we have to face or 
that we have to pay, and the situation is one which we now face as a 
result of inflation. 

In the case of the aluminum industry, which is the only industry in 
which I have had any experience, gentlemen—and I cannot speak for 
any other industry—but in the aluminum industry we are faced, as I 
see it today, with the major problem as to what is going to happe n. 
We need an expansion. There are none of us in the industry that I 
know of who disagree at all with the theory that we need this industry 
to be expanded. The problem that we face is, How can we expand it? 
Can we keep these costs down so that we can keep our prices down, and 
if we aren’t successful in keeping our costs down, and consequently 
our prices down, we immediately shrink the market that we are here 
to serve. So, it is a very, very serious problem, and I for one, gentle- 
men, do not know what is the answer. 

Mr. Hitirnes. To clarify the point further, then, you would say 
that inflation is one of the greatest deterrents to allowing new com- 
panies to come into the aluminum field? 

Mr. Witson. | think that is very definitely the case, Mr. 
Congressman. 

Mr. Hituincs. One other question along the same line: There is an 
old saying, Mr. Wilson, that the rich get richer and the poor get poorer. 
We, of course, are in the midst of this great defense program, a vital 
part of which is the procurement of necessary supplies of aluminum. 
Your company and several of the other companies who are now in the 
field have been called upon by our Government to help meet this need 
for this additional supply of aluminum. But, inherent in this national 
defense program and its resulting necessity for expansion of the existing 
facilities in the aluminum-production industry, do you not see the 
strong possibility that it may be even more difficult for any new com- 
panies to come into the aluminum- production field at any time in the 
foreseeable future due to the great expansion of our existing aluminum 
facilities because of the defense program? 

Mr. Witson. I think that is correct. 

Mr. Hiturnes. In other words, there is a strong possibility, and it 
is one of the inherent dangers in our national-defense program, that 
presently existing companies will become so much stronger through 
this defense program that it will result in even fewer possibilities in the 
future for new companies to come into the field? 

Mr. Wiuson. I hate to think that is the case, but certainly these 
developments militate against the new ones coming in. 

The CHarrMan. Supplementing the question of the distinguished 
gentleman from California, must not the Government therefore—in 
order to keep the competitive economy strong and not let the three 
existing companies fasten an eternal hold upon the country—come to 
the resonable help of some of these newcomers who wish to enter the 
field? 

Mr. Witson. Where would this stop, Mr. Chairman? 

The CuarrMan. Well, the Government came to your help. 

Mr. Witson. How? 
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The CuarrMan. It allowed you to buy, as the distinguished ge; 
man from Ohio said, from the stockpile at prices below that whi 
paid, at a time when it could have sold to secondary smelters 
higher price. At the present time you are getting allotments and | 
of all sorts from the Government. You are getting amortizatio: 
your plants, and you are allowed to write them off in 5 years. | 
is certainly a subsidy, direct or indirect. You bought plants from 
Defense Plant Corporation at what, for the want of another exp: 
sion, | would say are bargain-counter prices. You got help. \, 
you would not want to withhold that help from newcomers; w 
you? 

Mr. Wirson. I very respectfully, Mr. Chairman, differ with yo 
many of those points. We had no help in buying aluminum from 
stockpile. Whatever the price was, we turned right around and s 
it for exactly the same price, and sold a great deal more. I hav 
ready given the subcommittee those figures. That was certainly of 
help to Aleoa. We took all the credit risk and everything else | 
went with it. 

The CuarrMan. Is not this help from the Government, when \: 
buy it, as pointed out by the gentleman from Ohio, at a price less tha: 
that which the Government could get for it if they sold to entities 
other than Reynolds, Kaiser, and Alcoa? 

Mr. Witson. It was no help to Alcoa. 

The CuarrmMan. Why not? 

Mr. Witson. We turned right around and sold it for exactly tha 
same price. 

The CHarrRMAN. But you used some of it to fabricate; did you not 

Mr. Wiison. We sold more than twice as much as we bought in th 
form in which we bought it from the stockpile. 

The CHarrRMAN. But you got at least a ready supply that was the: 
for you. 

Mr. Wiison. I just respectfully differ from the chairman on that 
point, if I may. 

The CHarrMan. Well, it all depends on your point of view. May!» 
it is only an indirect help. But, how about the other phases in whic! 
you were helped? 

Mr. Witson. We bought no plants from the Government t! 
involved the slightest subsidy to Alcoa. Not the slightest. \\ 
built during the war, I believe it was 24 plants, for the Government 
without charging the Government one dollar of fee or profit for co 
structing them. We operated those plants during the war. We bu 
the best plants we knew how to build, and we put in the last word 
technical improvements and ability, and those were the plants t! 
were sold. 

Were they sold to Aleoa? No. They were sold to other produ 
in this field. We are not complaining about that. We think it » 
a very—I was inclined to say unfair, but I do not believe ‘unfair 
the word. 

The CuarrMan. Did you buy any defense plants? 

Mr. Witson. We bought two plants. We bought the shell of o: 
building at Cressona, Pa., that had been an extrusion plant, fro 
which the equipment had been removed; and we bought this smelt 
plant at Massena, N. Y., under the obligation that what we woul 
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with that plant is transfer existing power from our own plant to it 
and make 3,000,000 more pounds of aluminum. 

The CuarrMANn. You did buy two plants? 

Mr. Witson. Yes, sir; but it involved no subsidy to Alcoa whatever. 

The CHarrman. Did the Government build any of your plants 
during the war? 

Mr. Wiuson. It did not. 

The CuarrmMan. Did you get amortizations from the Government 
on the plants you built? 

Mr. Wiuson. We did. 

The CuarrmMan. Do you not call that a help? 

Mr. Witson. The amortization was voted by you gentlemen in 
Congress as an encouragement and incentive to industry to provide 
facilities to meet the requirements of the war. 

The CuairmMan. | do not care what the source is, or who the 
authority is for it, or where it originated. That is help; is it not? 

Mr. Witson. That is help; yes, sir. 

Mr. Suears. You say you contend as the price leader you have not 
been holding down the price now to discourage competition in the 
primary field? 

Mr. Wizson. I certainly do. Most emphatically, Mr. Shears. 

Mr. Suears. Even though you say at present building prices you 
would not make a cent on primary aluminum in your new factories? 

Mr. Witson. That is right. 

Mr. Suears. Would it not be easier for a newcomer to enter the 
secondary aluminum field, where the price is higher at this time? 

Mr. Witson. I am not sufficiently familiar with the secondary field. 

Mr. Suears. Are you not familiar with the fact that last month, or 
the month before, secondary aluminum was selling for 28 cents, while 
primary was selling at 18? 

Mr. Witson. Yes, but I presume the secondary producer is paying 
a price for his scrap from which he produces his secondary ingot which 
leaves him only a reasonable margin of profit. I am also familiar with 
the fact that in times of ample supply of aluminum, secondary alu- 
minum will sell down as low as 4 and 5 cents less than primary 
aluminum. 

Mr. Suears. That is normal; is it not? 

Mr. Witson. Normal is a couple of cents. 

Mr. Suears. In any event, you will agree that it is easier for a new- 
comer to go into the secondary field than it would be to go into the 
primary field? 

Mr. Wiuson. Oh, very definitely. If the ease is measured by the 
amount of capital required, or the amount of facilities that are needed. 
The difficulty with the aluminum industry, as I see it, for a newcomer 
to come into it, is the amount of capital that is required. 

Anyone interested in coming into the aluminum field has to raise 
a substantial amount of capital if he goes in it in what has now become 
even a relatively small way. 

Mr. Hituines. Just along the same line, on a point that was raised 
a little while ago, Mr. Wilson—what do you think the Government's 
role should be in endeavoring to encourage new companies to come 
into the aluminum-production field? 

Let me preface that with this thought: I personally have been con- 
cerned over the growing aim or design of some of the officials in our 
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Government to arbitrarily move in and dictate the operation of many 
fields of private industry. Some of the proposals which would put 
the Government in control of the field of medicine through a comp 
sory health-insurance program are an indication of that. There hay, 
been other programs advanced. Some of them have been actually 
carried toward their ultimate culmination. But, what do you thin! 
Government’s proper role in this instance should be, in view of thy 
desire of all of us to encourage new companies, who might have thy 
facilities and know-how to get into the aluminum field? 

Mr. Witson. I do not know, Mr. Congressman, and I do not thi 
it is a specific problem that is inherent to the aluminum indust: 

I think it is the same problem throughout all of industry. I am sor: 
I am not statesman enough, I suppose, to give you an answer to that 
1 do not know. 

Mr. Hiiuines. Do you think it has been an improper exercise o! 
Government powers and functions to aid the Kaiser and Reynolds 
Cos. in their entry into the aluminum field in the manner in which 
that aid was given? 

Mr. Wiison. | think that it was overdone, if | may say so. I think 
that that has been proven by the fact that here are two neweomers 
in the industry who, not altogether with their own efforts, have ha 
pretty much of a windfall out of it; but I do not say that because thi 
are competitors of Alcoa in the aluminum industry. I want to mak: 
that clear. 

Mr. Hiturnas. Do you believe that there was any possible collusion 
between the two companies and Government officials in causing tly 
Government to develop and grant some of the aid that was given? 

Mr. Witson. Oh, no. I know of no instance that | would consi«: 
collusion, if by collusion you mean specific favor is granted to them 
because of who they were. No. 

Mr. Hituines. Were favors granted to them because of oppositio 
within the Government to Alcoa? 

Mr. Witson. I think that had a considerable influence. 

Mr. Hititines. You think that suit initiated by the Government 
might have had something to do with it? 

Mr. Witson. I think it had considerable influence. 

The CHarrMan. The Government did want to bring new blood 
into the aluminum stream. There is no question about that. 

Mr. Witson. We gathered that impression, Mr. Chairman, ove: 
the recent years. And I 9m not sure from my own seat that it is 
necessarily to the advantage of the customers of the aluminum i 
dustry. 

The CuarrMan. I think it will redound to the advantage of Alcoa 
itself. I think you agree to that too. 

Mr. Witson. We are certainly going to live with it, and we 
going to renew our efforts to develop this aluminum industry as \ 
believe it can and should be developed. 

The CHatrmMan. And you look upon the situation as going into a! 
aluminum era, that is, a light metal industry era which we are going 
into, beyond question. Is that not correct? 

Mr. Wiison. Very definitely. 

The CuatrMan. There is room for a good many more in the field 
is there not? 
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Mr. Witson. There can be if they get into it on a sound basis. | 
must say I would worry very much to see newcomers in the industry 
on a basis where it is questionable whether they could live comfort- 
ably and successfully, and from the corporate point of view, happily. 
| think it would be a misfortune for the industry to have that occur. 

Naturally, Aleoa—or I, anyway, as one member of the management 
of Aleoa—is very much exercised over the possibility of a set of con- 
ditions arising in which Alcoa thoughtlessly, probably, could be 
expected to hold an umbrella over newcomers in the industry. | 
think that the industry would be very much retarded in its expansion 
and growth if that situation eventuated. Yet, if newcomers in this 
industry are not in it on a sound basis under which they can live and 
make profits, then if they fall by the wayside, if we are to judge by 
the accusations and insinuations that have been made in the past, | 
would fear that Aleoa would be blamed for putting them out of busi- 
ness; and that certainly is something we would not look forward to 
with any satisfaction. 

Mr. Suears. Now, Mr. Wilson, | understand you at the present 
time favor the expansion of the industry not only through vour own 
additional facilities, but those of newcomers to the industry. Is 
that not correct? 

Mr. Witson. I would stop at this: we favor expansion of the 
industry. How it can be accomplished under these very difficult 
conditions, as I have had to state before, I do not know. 

Mr. Suears. Now, that has not always been vour position, has it? 
In August 1940 did you not announce that your company was in a 
position to supply the United States Government—both Army and 
Navy—with all of the aluminum it would require for national defense 
within the next vear, and that a substantial surplus would be left 
over to fill British orders? 

Mr. Witson. That is correct. I so testified in connection with our 
antitrust case. 

Mr. Suears. Now, is not history repeating itself? Did vou have 
anything to do with this Alcoa ad placed before this emergency, 
and just after Korea? 

Mr. Witson. I personally did not have anything to do with it, but 
| do not disavow it in any way. 

Mr. Suears. Did you know of this ad before it was published, o1 
did you have anything to do with the publication of it? 

Mr. Witson. I had nothing to do with the publication of it. 1 may 
have seen it before it was published. 

Mr. Suears. Does not this ad say, ‘There is plenty of aluminum 
production for any announced military program’’? And, this is just 
after Korea. 

Mr. Wiison. That is correct. That is as I recall the ad, and I 
think that is a fact, too. 

Mr. Suears. Now, if we assume that domestic expansion should 
prove to be insufficient to supply our military requirements, would 
not those statements be a disservice to the security of the United 
States if people relied upon a responsible company like yours in those 
statements? 

Mr. Wixson. That statement merely says that there is sufficient 
aluminum for any announced requirements at that time. I mean, 
there is no question as to the accuracy of that statement, Mr. Shears. 
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Mr. Suears. Do you still contend, even with the new expans 
which has been allotted to you and others, that we have suffic 
aluminum capacity in this country for the present needs? 

Mr. Wanson. I do not know the present needs, so that I am in | 
position to state that. [am very anxious to find out what the prese: 
needs are. 

Mr. SHears. On August 12, 1940, did vou not testify that Aleo 
private expansion programs would be enough to supply the Uni 
States Government for 2 vears, even should requirements continu: 
increase? 

Mr. Witson. That was my statement, and that was correct at 
time. 

Mr. Suears. We did increase production a great deal during 
last war, did we not? 

Mr. Wixson. We did, but the aluminum industry took car 
every pound of requirements that this country and our allies had 
call upon us for. 

Mr. Suears. At the expense of Government plants. 

Mr. Witson. I beg your pardon? 

Mr. SHears. Did not the Government have to build plants hy 
and in Canada to provide that requirement? 

Mr. Wiuson. Well, plants were built. I am not sure that th: 
Government had to build all of them that the Government did build 
I think private industry would have built more. Alcoa would hay 
built more. We were denied the privilege of building more plants 

Mr. Suears. In these statements, though, was it not the intentio: 
of Alcoa to discourage domestic expansron by these statements? 

Mr. Witson. Never. Never. Alcoa’s whole outlook and history 
and objective has always been to expand the aluminum marke! 
Always. 

Mr. Wiuson of Texas. You mean at the time the Government \ 
assisting in the building of these other plants by credits and otherwis: 
your company was denied the right to build these plants and expan 

Mr. Witson. That is correct, Mr. Congressman. 

Mr. Witson of Texas. Risk capital is growing less and less in this 
country over the last few years, is it not? 

Mr. Witson. Yes. Iam sure of it. 

Mr. Wixtson of Texas. There is less of it available. 

Mr. Witson. Yes. 

Mr. Wruson of Texas. Except for the fact that stockholders’ inv: 
ment is allowed, in companies like yours, to be amortized over periods 
of time such as 5 years, it is very probable that you could not get «1 
risk capital to go into this venture on a temporary basis, is it not? 

Mr. Witson. That is the very heart of the difficulty as to priv: 
enterprise today. If you are successful, the stockholder feels tha 
is taxed away from him. If it is unsuccessful, why, he is losing mon 

Mr. Wiuson of Texas. He takes it on the chin? 

Mr. Wiison. Yes. But I don’t mean to leave any impression th 
as an individual, or that as a representative of Alcoa, we are no! 
favor of getting on a pay-as-you-go basis from a national point 
view, or as close to it as the economy can possibiy support. I am 1m 
complaining either personally or on behalf of Alcoa as to the taxes 
times such as this. 

Mr. McCuutocn. Particularly if the taxes are put to uses whi 
are essential in times of emergency, | presume? 
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Mr. Witson. Very definitely, Mr. Congressman. And, if we tighten 
up our belt we think that the national activities should have their 
belts tightened, and that we should economize at every possible point 
where we can economize, so as to support better our preparedness 
program. 

Mr. McCuttocu. And to bring a halt to this inflationary trend? 

Mr. Witson. Yes, indeed. 

Mr. McCunziocn. Which, as has been demonstrated by the record 
this morning, is one of the real problems in expanding the industry so 
that it can compete with industry which already has its facilities. 

Mr. Witson. In my opinion it is the chief contributing factor to the 
problems which we discuss and face here this morning. 

Mr. McCuttocna. I am very glad that this information and this 
opinion has been developed this morning, in view of the fact that we 
are to be presented with the budget within a very few hours, and in 
addition this new tax program has just been submitted to the Ways 
and Means Committee of the House. 

The Cuarrman. Of course, I cannot let the occasion go by without 
voicing one or two observations, namely, that from my reading of the 
decision of Judge Knox, everything was not sweetness and light as 
far as Alcoa was concerned. For a long time Alcoa did exercise an 
iron-clad control over the industry and was declared to be a monopoly 
by Judge Learned Hand in the circuit court decision, and is not even 
now, according to opinions voiced by Judge Knox, free from complete 
monopoly or monopoly powers. 

I shall subsequently read into the record some of the observations of 
Judge Knox in that regard. You may differ with me, but I think the 
record will have to indicate later on, as I put the portions of the opinion 
into the record, that certainly Alcoa has not been without blame dur- 
ing a long period of time. 

Mr. Witson. I would like to comment, and comment at length. 
I would spare the committee the bulk of my comments, but from 
Alcoa’s point of view—and certainly, Mr. Chairman, you are entitled 
to consider it a biased point of view, if you wish 

The Cuartrman. A biased point of view? 

Mr. Witson. My point of view. Alcoa’s point of view. 

The CHarrMAN. Yes. 

Mr. Witson. You are certainly permitted to consider it that, but 
from a laymen’s point of view—and I am no lawyer—but to me what 
the outeome of this antitrust litigation, or what the court’s findings 
amounted to, and what they boil down to, entirely from a layman’s 
point of view, is that Alcoa over a period of years was the only pro- 
ducer of aluminum ingot, that is, pig and ingot in the United States; 
and, that Alcoa had done such a successful job over that period of 
years that it was not attractive, or the industry was not attractive to 
anyone else to come into it. That as we were able to improve our 
process and improve our efficiency, and consequently lower our costs, 
we passed that along to our customers in the form of lower prices 
The result is that because it took a large amount of ¢apital for this 
operation, it was not attractive to others to get into this industry. 

Now, the trial judge, who tried all and everything that Alcoa and 
anyone connected with Alcoa had ever done, gave us a complete clean 
bill of health. 

The Cuairman. Wait a minute, Mr. Wilson. You do not mean 
that, deo you? Read what Judge Knox said, in part 
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Mr. Witson. I am sorry, Mr. Chairman. I am speaking of th, 
trial before Judge Caffey. 

The CuHarrMan. I am sorry. 

Mr. Witson. The Government appealed that decision by the tria! 
court. Normally that appeal would go to the Supreme Court, but 
the Supreme Court could not hear it because they could not get 
quorum. So many of the previous Attorney Generals and Solicito 
Generals who had had part of some activity in connection with ow 
antitrust case had been appointed to the Supreme Court. 

Mr. Goopwin. You mean, they disqualified themselves? 

Mr. Witson. They disqualified themselves. So that Congress 
passed a law, or a bill, stating that in such a case as ours, in lieu of th: 
Supreme Court, the three senior judges in the circuit court of appeals 
for the district in which the trial had been held, would act in lieu o! 
the Supreme Court. 

The CuHarrMan. That bill originated in this very committee, si: 
the House Judiciary Committee. 

Mr. Wiison. Did it? I did not know. So that permitted this 
case to be heard by the circuit court for the second circuit. 

The CuarrMan. You are getting to be a good lawyer. 

Mr. Wiison. And they found—three very eminent judges—found 
and reversed the trial court on the point of monopoly in ingot sales 
in this country. To us, and I think to everybody, it was new law, 
because they did not reverse it on the basis of reversing the findings 
of the trial court, and I again am just a layman, and | do not want 
to be considered as construing legal matters in any way, shape, or form. 

However, they said that our monopoly was the result solely of the 
fact that we were the only producer, and that it made no difference as 
they interpreted the will of Congress under the Sherman and Clayton 
Acts, that they considered our position illegal solely because-—as I look 
at it from my admittedly possibly biased point of view—the better the 
job we had done, the more we had assured ourselves of being male- 
factors under that law; and it was shocking to me. 

The CHarrMAn. May I add this point and just read what the circuit 
court in part said: 

Nothing compelled it to keep developing and redeveloping its capacity befor 
others entered the field. It insists that it never excluded competitors; but w 
can think of no more effective exclusion than progressively to embrace each mn 
opportunity as it opened, and to face every newcomer with new capacity alread 
geared into a great organization, having an advantage of experience, trade cor 
nections, and the elite of personnel. 

Only in case we interpret exclusion— 
and ‘‘exclusion”’ is in italics— 
as limited to maneuvers not honestly industrial, but actuated solely by the desire 
to prevent competition, can such a course, indefatigably pursued, be deemed not 
“exclusionary.”’ So to limit it would, in our judgment, emasculate the act 


meaning the Antitrust Act— 


and would permit just such consolidations as it was designed to prevent. 

Mr. Witson. That is exactly it, as I think the chairman is reading 
it, because that is the gist of it. In other words, because we had served 
our market and because we had expanded so as to serve those markets, 
that resulted in our being a monopoly. 

Mr. Wrison of Texas. That decision, in effect, placed a penalty 
on a man’s experience in the business and his ability to produce his 
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product at a cheap price, and convicted him of keeping other folks 
out of the business because he put that experience into use, did it 
not? 

Mr. Witson. That is correct. 

Mr. Wirson of Texas. That is in effect what it is. 

Mr. Witson. That is correct. 

The CuarrMan. There is more in the case than that. 

Mr. Wixison of Texas. I have read it, too. 

Mr. Wiuson. Have no doubt, gentlemen, that Alcoa accepts with- 
out question that decision. Alcoa abides by it and Alcoa lives under 
it. Do not have any question in anybody’s mind on that score. 

The Cuarrman. Do you care to comment further? 

Mr. Witson. No, sir. 

Mr. Snears. Mr. Wilson, one question. In connection with this 
ad of September 25, 1950, was not the primary aluminum industry, 
and particularly Alcoa, fully aware of the fact that the announced 
be pero were considerably lower than the actual requirements 
both at the time of the ad and at the present time? 

Mr. Wixtson. If I understand you correctly, no. No. We were 
not aware that the actual requirements were more than the announced 
requirements. No. We were not aware of it. 

Mr. Suears. As a result of your conferences with various officials 
of the Government? 

Mr. Witson. No. We were not aware of it. 

Mr. Suears. May I put this in the record? 

The CrarrMan. Yes. 

(The newspaper advertisement referred to is as follows:) 


Four Times as Mucu Atuminum Is Reapy—1939 Unirep States PropuctTion 
327 MiLtnuion Powunpbs, 1950 Unirep States Propuction Moret THan 1,300 
MILLION PoUNDs 


Companies like Aluminum Co. of America look at a national emergeney in 
much the same spirit as an individual soldier. For a company is only people. 

When World War II struck, Alcoa volunteered, like hundreds of thousands of 
individual Americans, and did its job. For whatever job America now faces, 
we're better prepared than ever. 


TO OUR GOVERNMENT WE REPORT 


From us, and other aluminum producers, there is plenty of aluminum produc- 
tion for any announced military program * * 

Even before Korea, more than four times as much production as in 1939. A 
good deal more is possible. 

That increase is due in part to the fact that Alcoa spent 300 million dollars of its 
own money, starting before World War II, to add almost 500 million pounds a 
year to our wartime output * * * 

And due also to the fact that Alcoa designed and built for the Government 24 
additional plants, without fee or profit. We built them in record time, and 
operated them with Alcoa personnel. Most of these plants have since been ac- 
quired, or are now being negotiated for, by other aluminum makers. 


TO OUR CUSTOMERS WE PROMISE 


We will keep the prices of the Alcoa aluminum products you get as low as we 
can keep them. In the face of rising prices on almost every other commodity, 
and increased costs of our own, our base price is now lower than in 1939. 

We will cooperate all possible with any manufacturer who has a long-term 
development problem in aluminum that requires no immediate tonnage of 
metal * * * 

We will help you magke the most of the aluminum available. This offer is 
backed by the full research and development facilities, and the know-how of an 
organization that has spent 62 years making aluminum useful. 
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TO NEW ACQUAINTANCES WE HAVE TO SAY “SORRY.” 
Military requirements come first. New prospective customers will understa 
that the aluminum remaining must be distributed fairly among our pres 


customers. 
We cannot offer aluminum to manufacturers as a substitute for other materi 


in short supply. 
ALCOA 
ALUMINUM Co. or AMERICA 


Mr. McCuttocu. Might I inquire as to whether it was then taki: 
responsible Government officials a long time to make up their mind 
and whether it is taking them a long time to make up their minds no\ 
You do not need to answer that question if you do not want to. 

Mr. Witson. | would merely say they have not made them up vy 
so I think that answers it; and I am not sure that if I were sittin 
where they are sitting | would be able to make up my mind. | 
certainly do not mean to be critical of those individuals who hay: 
the responsibility for determining the military program. 

Mr. Witson of Texas. How are you getting along with your prese1 
expansion program? 

Mr. Witson. We are discouraged in spots, Mr. Congressman 

Mr. Wixson of Texas. About what? 

Mr. Witson. Well, in the first place, the contract we made wit! 
the Government under which these facilities would be constructed 
We were just advised yesterday that that contract is subject to 
revision; and that certain terms of it are not to be adhered to on thi 
Government’s part. 

Mr. Wiison of Texas. In what respect, briefly? 

Mr. Witson. The whole program was developed on the unde 
standing and specific statements that such facilities as were provide 
and needed for this expansion program would be certified for 100 
percent amortization. We were just advised that that portion of 
the Government’s undertakings would not be adhered to, and we do 
not know yet what percentage will be certified for amortization 
And, that is very disturbing. The whole program has been develope: 
on that expectancy, and on that undertaking on behalf of the Govern- 
ment. Ido not know what has occasioned that change, but I am sur 
it is with good intention on somebody’s part, but it is a little difficult 
for me to understand. 

Mr. Wiison of Texas. Was the contract already signed when they 
did that? 

Mr. Witson. It was all signed. 

Mr. Wixison of Texas. Did they have a right under the contract 
to rescind it if they saw fit? 

Mr. Witson. I am not sure of what rights one’s sovereign gover 
ment has, but they have procedures and ability to make it effectiv 
anyway. 

Mr. Wixuts. What was the amortization period? What was th 
period of time originally understood? 

Mr. Wison. Five years, under the act as passed by the Congress 

Mr. Wits. By amortization over a period of 5 years, vou meal 
tax-free depreciation allowance where you depreciate the plant 100 
percent in 5 years? 

Mr. Wiison. It is not tax-free. It is an allowance as an expens 
of one-sixtieth of the cost of the facilities in each month. 

Mr. Wits. Over a period of 5 years? 


» 
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Mr. Witson. Yes. That takes 5 years to use it. On the other 
hand, of course, if your effective tax rate is 60 percent, you get only 
a 60-percent benefit from that even though you charged it off on your 
books. Or, if your tax rate is 70 percent. you get only a 70-percent 
benefit from that. 

Mr. Witurs. During normal times what is the period of life and 
depreciation of an aluminum plant? 

Mr. Wiuson. As allowed by the Internal Revenue Department in 
connection with the determination of corporate income tax, the com- 
posite or average depreciation which they allow is something under 
5 percent—4'¢ to 5 percent. 

Mr. Wiiurs. Around 20 years? 

Mr. Wiuson. Yes. Of course, for a building they allow you only 
2 percent. They figure that at a 50-year life. Some equipment in 
it may figure only on a 6- or 8-year life. But the composite or average 
is a little more than 20 years. 

Mr. Wiison of Texas. Is that holding up your expansion program 
intil you get that straightened out? 

Mr. Wirson. No. We are still actively pursuing the programs 
and plans. The specific situation that we are having the most diffi- 
culty with is in connection with the ordering and programing of mate- 
rials and equipment for these new plants. The system so far in 
effect is merely to give what are known as “DO’s”’ or defense order 
ratings for any material that is part of the preparedness program. 

The Cuatrman. Do you get any priorities for your construction? 

Mr. Witson. There is no priority among those DO ratings but 
the difficulty we are experiencing now is that we are unable to get any 
prompt action in regard even to these DO ratings, and that we 
must bring down every order on every supplier for equipment or 
building materials of any kind, and get that specifically approved in 
Washington, which means a tremendous amount of work. 

The Cuarrman. When you get it approved, does that give you the 
material? 

Mr. Witson. No. We then have to go to the supplier and tender 
him this order with the DO rating, and he tells us then when he 
can ship under that situation. But, the Chinese work of coming 
down with every order on every supplier, whether it be for a keg of 
bolts, or whether it be for a thousand tans of structural steel, or 
whether it be for a grinding mill, means that we are going to get 
bogged down. However, our bogging down is going to be nothing as 
compared to how these governmental agencies who have to supply 
these ratings are going to get bogged down. 

The CHarrMan. So that, if a supplier gets a great many of these 
defense orders and there is no priority, why, he can exercise any dis- 
cretion or choice that he wishes? 

Mr. Witson. No. I think not, Mr. Chairman. He must process 
those orders and ship in chronological order when those DO rated 
orders are placed with him. The timing is determined that way, but 
durmg World War II we were given project ratings. If we were to 
build a sheet mill, for example, for the Defense Plant Corporation, as 
we did just outside of Chicago, we were given a project rating for that 
entire job and then permitted to extend orders under that rating 
automatically to our suppliers for the materials needed for that job, 
so that we could move. 
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I am sure that the governmental agencies involved will have 
come to that procedure again because industry and these agencies 
will just be swamped. They are swamped now. But, it takes tim, 
for these agencies to develop their procedures, and the individuals 
I have the greatest sympathy for every one of these individuals. They 
are working day and night. They are working 18 hours a day and 
they feel just as frustrated about many of these things as we do, | 
am sure. 

Mr. Witson of Texas. Apparently we do not learn from exp 
rience in this country at all, do we? 

Mr. Wiuson. Well, we are very slow to take advantage of exp 
rience, 

Mr. Suears. Just pursuing this a little further, who is your rep: 
sentative on the Industry Advisory Committee of the Munitions 
Board? 

Mr. Witson. I am. 

Mr. SHears. On August 18th—over a month before this ad was 
put out—did not the United States producers unanimously recom 
mend to the Munitions Board expansion of United States produci 
capacity to meet long-range national security needs, including stock- 
pile requirements? 

Mr. Wiuson. | understand they did. 

Mr. SHears. And imports of aluminum on a short-term basis to 
supplement temporarily the present inadequate capacity of this 
country? 

Mr. Wirson. I think that is correct. 

Mr. Suears. The same day Reynolds Metals Co. offered for the 
stockpile the entire output of a new unit—40 million pounds a yea: 
with deliveries beginning in February of this year. 

On August 21 the Aluminum Co. of Canada offered the Mun 
tions Board 440 million pounds of aluminum over a 3-year period; 85 
percent of it to be delivered in 1952 and 1953. Mr. Symington 
decided not to accept this offer because it did not supply enough StOCK- 
pile aluminum in 1951. 

How do you reconcile the ad in view of that information? 

Mr. Wixson. I think the ad speaks for itself. The section that you 
read to me stated that there was ample aluminum for any announced 
program at that time. 

Mr. SuHears. “For any announced military program” is what tli 
ad says. 

Mr. Witson. Yes. Military program. The object of that adver- 
tisement, as I understand it, was to help calm the jitters that we 
recognized, at least among our customers. 

This ad goes on to state—and it has this first statement ‘To ou 
Government we report’? which you have read—and then it goes on 
to state: 

To our customers we promise—We will keep the prices of the Alcoa alumin 
products you get as low as we can keep them. In the face of rising prices 
almost every other commodity, and increased costs of our own, our base prict 
now lower than in 1939. We will cooperate all possible with any manufactur 
who has a long-term development problem in aluminum that requires no immediat 
tonnage of metal. We will help you make the most of the aluminum availal 

To new acquaintances we have to say ‘“‘Sorry!’’ Military requirements con 
first. New prospective customers will understand that the aluminum remai! 
must be distributed fairly among our present customers. We cannot 
aluminum to manufacturers as a substitute for other materials in short sup} 
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Then we go on there in another sentence: 

Mr. Suears. Were you not at that time making allocations to your 
customers? 

Mr. Witson. The date of this statement is September 25, 1950. 
Yes. We were at that time. 

Mr. Suears. Do you not think that ad would tend to lull the readers 
into a false security? 

Mr. Witson. We certainly had no intention that it would. We 
thought that our present customers and our prospective customers 
who were knocking at our door were entitled to know what the 
situation was, and that advertisement was an attempt to set out what 
the situation was. 

Mr. Wixuts. May I put in one question there? 

Mr. SuHears. Certainly. 

Mr. Wituts. I think it is true, Mr. Wilson, that in 1949 it was 
easier for fabricators to obtain a supply than in 1950. I think the 
evidence is clear on that. 

Mr. Wiison. That is correct, and easier than in 1948, Mr. Con- 
gressman. 

Mr. Wits. Now, let us take 1949 and 1950 then. Can you give 
us the percentage of the output that you gave to your own fabricators 
in 1949 as compared to 1950? 

Mr. Witson. In 1949, 22.7 percent of our production was sold 
the form of pig and ingot to what are obviously other fabricators. 
In 1950, 23.8 percent of our production was sold in the form of pig 
and ingot to other fabricators. In addition to those quantities—and 
the actual quantities were 132,321,000 pounds in 1949 and 168,144,000 
pounds in 1950—but in addition to those quantities we toll-converted 
which means that if a company sent us scrap in one form or another, 
we put that into controlled ingot form and shape for his own require- 
ments, or suitable for his own requirements—we _toll-converted 
22,112,000 pounds in 1949 and 22,839,000 pounds in 1950. 

Mr. Wiison of Texas. How does that compare with the other 
producers? Do you know what percentage of their capacity they 
made available to other fabricators? 

Mr. Witson. I do not recall. I recall seeing in the testimony 
before this subcommittee such figures as 3 and 5 percent, but | have 
no knowledge of that. In addition to this pig and ingot we sold to 
further fabricators reroll stock and slabs, and that type of intermediate 
product which they used in performing their fabricating operations. 

The CHarrMan. During that time you were getting ingot and pig 
from Alean; were you not? 

Mr. Wiuson. Oh, ves, ves indeed. 

The CHarrMan. Then would you say that 90 percent of the imports 
into the United States from Alcan during that period went to Alcoa? 

Mr. Wiison. Oh, I would not think so. 

The CuarrmMan. | am not saying the total production of Alcan. 
I am saying 90 percent of the imports into the United States from 
Alean went to Alcoa, is that right? 

Mr. Wiison. I think not. I do not have those figures because | 
do not know them, but I would be astounded if it was that. 

The CHarrmMan. About what percentage would it have been? 

Mr. Witson. I would guess about possibly 60 percent. 

The CHarrmMan. That is about 60 percent of Alcan’s shipments into 
he United States went to Alcoa? 
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Mr. Witson. I am hazarding a guess because I do not know w! 
the total shipments to the United States were. 

The CuarrMan. So while I want to offer you praise for treating 
fabricators better than vour competitors, it was not too much s 
off your back to do it because you got a lot of that pig and in 
from Alcan. 

Mr. Wiison. Mr. Chairman, while we were doing all of this 
made every endeavor that we could to supplement our metal sup; 
from whatever sources it could be supplemented—whether it was pu 
chases from Canada, or purchases from Norway, or purchases from 
wherever it might be in the world markets, as well as purchasing a: 
secondary metal and secondary scrap. We were large customers of 
these secondary smelters, and we are large customers of them. 

The Cuarrman. Mr. Wilson, I am giving you credit, and you 
member I said that, but I do think those facts I have indicated m 
be brought out too. 

Mr. Witson. Well, I am very glad to have them brought out. | 
have no objection to them being brought out. I just want to point 
out we have supplemented this metal supply in every and any way wi 
knew how while there was a shortage. 

The Cuarrman. | think we ought to get on apace. 

Mr. Witson. I am sorry. We have had considerable interruption 
We have had no specific advice as to the second phase of the expansion 
program. Mr. Jess Larson’s testimony before this committee on Jan- 
uary 23 confirms my impression that to date no requirements of the 
military program have as yet been determined which would justify 
adding a second 500,000 tons to the productive capacity of the industry 

The CHarrMan. What was your allocation on the first 500,000 tons 

Mr. Witson. We had 120,000 tons. That would be 24 percent 

The CuHatrmMan. That is then plus the reactivation? 

Mr. Witson. The reactivation is not considered a part of that. 

The CHarrMan. It is extremely important because Dr. Byrd, in 
conversations with me, said that the reactivation is considered a pa 
of the first allocation. 

Mr. Witson. Then that is in addition to it. 

The CuHarrMan. I agree with you it should not be. 

Mr. SuHears. Did you not get a 400,000-ton alumina certification 
recently? 

Mr. Witson. That is correct. 

Mr. Suears. That is in addition to this. 

Mr. Witson. No. That has nothing to do with it. It does n 
increase the production of aluminum. 

Mr. Suears. But it is much greater, is it not, than the requiremen 
of alumina for your new capacity? 

Mr. Witson. Well, we have to provide alumina. We do not know 
when the Government is going to cancel out on the reactivated on 
They have the privilege of continuing that for 4 years, and we hay 
to be in the position of supplying the alumina for it. 

Mr. SHears. Now that additional alumina—assuming that tli 
Massena and Badin plants are not continued beyond the period o! 

1951 and 1952, and assuming it is canceled out—will you be willing 
to make that additional alumina capacity available to newcomers 
the industry? 








. ne 
STUDY OF MONOPOLY POWER 651 


Mr. Wiison. Yes indeed. I think I cover that point a little later 
in the statement. 

Mr. Suears. I am sorry to have interrupted. 

Mr. Wiison. I do not mean I cover it specifically, but in general 
terms. 

If military requirements reach the point where a second expansion 
program is needed, I can assure you that Alcoa will be ready to under- 
take its fair share of the program. What we would recommend to be 
built, and where, would depend upon many factors which are unknown 
at the moment. 

For example, we would need to know the scope of the over-all 
expansion program, what portion of it is to be Alcoa’s share, and the 
then availability of power, raw materials, and manpower. And, of 
course, military security would be a major factor in any such expansion 
program, based upon war or the threat of war. 

Aleoa’s eight proposals were submitted to the National Security 
Resources Board under date of October 13, 1950. Six of the eight 
proposals have now been put in effect, the first four as part of the 
quick-action program under which Alcoa furnishes to the Government 
stockpile 79,000 tons of alminum per year for the next 4 years. 

Two other proposals, one involving expansion of Alcoa’s Point 
Comfort plant, and the other the construction of a new plant predi- 
cated upon the use of coal as a fuel (subject to the possibility of sub- 
stituting a plant predicated upon hydroelectric power) have been 
incorporated in the long-range expansion program which is now 
under way. 

The Cuatrrman. Where is Point Comfort? 

Mr. Wiuson. It is on the Gulf coast of Texas, about haifway 
between Houston and Corpus Christi. 

That leaves only two of Alcoa’s proposals to the National Security 
Resources Board which have not been acted upon. One called for 
an expansion of Alcoa’s Vancouver, Wash., plant to the extent of 
approximately 17,500 tons or 35 million pounds a year, predicated 
upon the ability and willingness of the Bonneville Power Adminis- 
tration to contract with Alcoa for an additional 35,000 kilowatts of 
electric power. This power has not been made available to us. 

The second proposal unacted upon by the Government suggested 
an aluminum smelting plant in the Skagway district of Alaska cap- 
able of an ultimate production of approximately 375,000 tons of 
aluminum per year. We suggested the advisability of a two-step 
development under which approximately one-half of the power, and, 
consequently, one-half of the maximum capacity for the production 
of aluminum could be made available in approximately 5 vears’ time. 
The remaining one-half could be scheduled for completion one or 
more years later. 

If the time comes when the military requirements justify a sub- 
stantial further expansion of the aluminum-producing industry, we 
believe that our Alaskan project has much to recommend it. This 
project is not to be confused with the proposal of the Aluminum Co. 
of Canada for an aluminum smelting plant and attendant power 
facilities in British Columbia. The Alaskan project, quite aside from 
being in United States territory, is preferable in our opinion to the 
British Columbia project in most respects. 
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The Cuatrman. Do you care to comment on this British Colum} iy 
project? 

Mr. Witson. I am not familiar with it except second-hand. | 
have seen Mr. Davis’ and Mr. Powell’s testimony and I have seen 
of course, the newspaper statements in regard to it over the last 6 or 
8—particularly I am referring to those over the last 6 or 8 months 
But, from what I gather from those statements, I have no reason to 
think it is not a sound project and the type of a project that we in th, 
aluminum industry—aAlcoa at least—recognize is of interest fo, 
aluminum production. 

We have always recognized that the aluminum industry must con- 
stantly keep pushing out to the frontiers. Utilizing as much power 
as we do we cannot expect to be permitted to continue to use thos: 
large blocks of power indefinitely as the community grows in its 
requirements for the miscellaneous distribution of power and th. 
many small users of power. 

We have recognized that if for no other reason than the economics 
of it the price of power gets bid up under those circumstances to a 
price, or a value—even if it is your own power production—to a valu 
that is too high to justify its continued use for aluminum production. 
So, we are accustomed to pushing out to the frontiers, and that is 
one reason why we believe this Alaska project should be considered. 

The CrarrmMan. Of course, you prefer the Alaska project to the 
British Columbia project? 

Mr. Witson. Very definitely. 

The CHarrmMan. If we can get aluminum made more cheaply and 
quicker in the United States through Alcoa and others, would you stil! 
think that our Government should go to the aid of Alean to build this 
huge project at Kitimat? 

Mr. Wiuson. I do not. I very definitely do not. 

The CHarrman. That would naturally make it more difficult, would 
it not, for Aleoa and other manufacturers of aluminum in this country 

Mr. Wixson. It just increases the threat of imports at a time when 
it would probably be the most difficult for the domestic industry. 

The CHarrMan. Have you been called upon to give your opinion 
to the authorities on that score? 

Mr. Witson. I have not. 

Mr. Witson of Texas. You recognize both of those projects would 
have some liabilities with respect to our potential enemies, plus their 
inaccessibility with regard to building it and the labor, and so on? 

Mr. Wiuson. Yes, indeed. There are very serious problems in 
connection with this, but we are somewhat accustomed to those in 
our thinking in the aluminum industry. 

Mr. Witson of Texas. Both of those would be for a long term. Is 
that correct? 

Mr. Witson. That is correct. 

Mr. Witson of Texas. Neither one of them could produce aluminum 

‘ingots within 4 or 5 years. 

Mr. Witson. I believe the testimony is 

Mr. Witson of Texas. Three years, I believe, is the lowest estimat: 

Mr. Wixison. They said three, and I think if they can do theirs in 
three, we ought to be able to do ours in three. 

Mr. Wiison of Texas. But you would have to surmount a lot of 
difficulties in building plants, and dams, and so forth; would you not? 
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Mr. Wiison. That is correct. 

Mr. Wiuson of Texas. It would cost a huge amount of money. 

Mr. Wixson. The limiting factor as to time arises from the fact 
that tunnels must be driven under this coastal range of mountains. 
In our case they consist of two tunnels at least 10 or 11 miles long. 
Those tunnels can be driven only from each end. There is no way 
of getting down to an intermediate point and driving in four or six 
or eight directions because the mountains are so high you can only 
get at them from each end. That is the limiting time factor in the 
project. 

The CHarRMAN. We will have to take an adjournment at this point 
until a quarter of 2. There is a matter coming up on the floor that 
concerns some of the members of this subcommittee, who will have 
to be on the floor. 

(Whereupon, at 12:15 p. m., the subcommittee adjourned until 
1:45 p. m. of the same day.) 


AFTERNOON SESSION 


The CuatrMan. The meeting will come to order. 

In addition to the excerpt that I quoted in the record from the de- 
cision of the United States circuit court, I would like to quote the 
following from that decision: 

Aleoa’s size was ‘“‘magnified”’ to make it a ‘“‘monopoly”’; indeed it has never been 
anything else; and its size not only offered it an ‘‘opportunity’”’ for abuse, but it 
“utilized” its size for ‘‘abuse,”’ as can easily be shown. 


You were down to page 4. 
STATEMENT OF I. W. WILSON--Resumed 


Mr. Witson. I am not in a position to confirm the chairman’s ap- 
parent understanding as expressed in his letter of January 15, 1951, 
that Alcoa’s Alaskan proposal has been turned down as a bad security 
risk. I do not know how the military people view the security angle 
of this proposal. Their views will have to be obtained from them and, 
| would assume, in executive session. 

It has been Alcoa’s traditional policy to sell any of its raw materials 
to anyone desiring to buy them to the extent of available capacity 
from Alcoa’s facilities. As an example, when the Kaiser Aluminum & 
Chemical Corp. started in the aluminum business, we were glad to 
enter into a long-term contract with them for their bauxite needs. I 
should add that that contract provides that Kaiser may cancel its 
commitments to Alcoa as Kaiser gradually develops its own source of 
bauxite, which we understand it is now in the process of doing. 

It will continue to be Alcoa’s policy to offer bauxite and alumina to 
anyone who wants to buy them, subject, of course, to the availability 
of such raw materials and the availability of adequate facilities for 
transporting and processing them. 

Currently, the new expansion program puts a severe strain on 
Alcoa’s capacity to mine and ship bauxite from Dutch Guiana. It 
also leaves us with inadequate facilities for manufacturing alumina 
for our own consumption, and one of the necessary steps in Alcoa’s 
current expansion program is the construction of a new alumina plant. 
If military needs require a still further expansion of facilities, this will 
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still further tax our productive facilities and to an extent we can: 
estimate until we are told of the scope of the program. All in al! 
think it must be said that Alcoa’s bauxite and alumina facilities pro 
ably will be so taxed in meeting its own requirements and its prese:\! 
contractual commitments to others that at the moment Alcoa cannot 
be counted upon for any substantial supply of raw materials to others 

Mr. Suears. Mr. Wilson, at that point, if further expansion js 
needed, as you have stated is contemplated, and this might tend to 
prevent others from obtaining bauxite from Alcoa, do you think add 
tional expansion should be done by others than Alcoa? 

Mr. Wixson. I am sorry, I did not hear the entire question. 

Mr. Suears. If further expansion is needed, as you have intimate 
in your statement—that because of the expansion of Alcoa it wil 
prevent others from obtaining bauxite from Alcoa—would you thin 
that perhaps additional expansion should be done by others tha: 
Alcoa? 

Mr. Witson. I would think so. I think others can expand into th 
bauxite field without any difficulty. Is that an answer to you 
question? 

Mr. SHears. That is all right. 

Mr. Wiison of Texas. There is more than one source of bauxit: 
isn’t there? 

Mr. Wiuson. There is bauxite all over the world, Mr. Congress- 
man, in large quantities, all through the Caribbean, Brazil, Africa 
Dalmatia * * * [Statement not completed]. 

Mr. Wiison of Texas. In other words, you do not control the entire 
source of bauxite? 

Mr. Witson. Very far from it. We have a very small proportio: 
of the total bauxite in the world. 

I feel that I must also call your attention to the dilemma in which 
Alcoa will be placed if it proves to have enough bauxite and alumina 
to take care of some of the requirements of the contemplated new 
producers. If we supply raw material to these producers, we run 
into serious opposition from the Department of Justice which feels 
that such a relationship would make a new company dependent upon 
Alcoa. This was fully explained to vour committee in last week's 
testimony—page 388—of Mr. Leonard J. Emmerglick of the Depart- 
ment of Justice. 

The CuHarrMan. Is that true, Mr. Wilson? Have you made an 
expression to the Department of Justice that you feel that such 
relationship would make a new company dependent upon Alcoa? 

Mr. Witson. We draw that conclusion from the position whic! 
the Department of Justice took throughout the antitrust case agains' 
Alcoa, when they found a great deal of fault with the fact that w 
suplied bauxite to Kaiser. 

The CHarrman. I think we will ask Mr. Emmerglick, here, who 
handled the case for the Department of Justice. 

Mr. Emmerglick, I will ask you now, Is it the Department of 
Justice’s position that the sale of bauxite to new companies wou! 
make those new companies dependent upon Alcoa and that th 
Department of Justice would frown upon such practice? 

Mr. Emmercuick. Certainly to supply new producers with bauxit 
in order to meet the urgent defense requirements is something that 
we would not at all for a moment think objectionable, but when 
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comes to a long-term supply contract, as in the case of Kaiser, which 
we attacked in the trial before Judge Knox, where progressively Kaiser 
became more and more tied up to Alcoa, that is quite apart and dis- 
tinet from the defense requirements. We think any producer who 
does not have bauxite, and gets dependent upon bauxite from Alcoa 
is little more than a satellite, and we would object to such arrangement. 

The CuarrmMan. Ordinarily, if they bought their bauxite from 
Alcoa, you would not have any objection, would you, unless it is 
tinged with some degree of control? 

Mr. Emmercuick. Unless it was tinged with some degree of control 
in one form and another, and one of the forms could be a long-term 
contract. A long-term contract has been described by the courts as 
promoting dependency, and anything like that we would look upon as 
a badge of control. I would like to make clear that the Department 
would do everything to facilitate the entry of new producers into the 
business with Alcoa bauxite, if that can be done without making them, 
for the long run, dependent upon Alcoa. 

Mr. Wiison of Texas. But you do think the long-term contract 
is bad? 

Mr. Emmerauick. We think it is. We think the courts have said 
it is bad, and we have proved it is bad. 

The CuHarrmMan. What kind of contract is there between Alcoa 
and Kaiser now? 

Mr. Emmerauicx. The present contract is one for 17 years, which 
expires in 1963, which Kaiser may cancel progressively, if it wishes to 
do so, In stages. 

The CuarrMan. Has it done so? 

Mr. Emmercuicx. Not to my knowledge, but I think Mr. Wilson is 
ina better position to answer that. 

The CuatrmMan. Has it done so, Mr. Wilson? 

Mr. Witson. No, sir; it has not. 

The Crarrman. Alcoa makes a profit on the bauxite it sells to 
Kaiser: does it not? 

Mr. Witson. That is right—commercial profit. 

The CuarrmMan. Alcoa has a mill cost advantage over Kaiser of 
about 1 cent per pound of pig aluminum, according to Judge Knox’s 
opinion. Isn’t that true? Wasn’t that in the syllabus expressed 
by Judge Knox—that Alcoa has a mill cost advantage over Kaiser of 
| cent on pig aluminum? 

\fr. Wiitson. I am not sure. 

The CuarrmMan. Here is what the judge said: 

As to Kaiser, the record discloses that if exploitation of its own bauxite holdings 
will previde cheaper cost than under the Alcoa contract, the development of those 
fields and cancellation cf the Alcoa commiiments will take place. Kaiser has made 
some moves toward development of its own reserves, but the testimony of Kaiser 
officials in affirming the desirability in a competitive sense of the Alcoa contract, 
and the company’s continued dependence upon that contract, casts doubt on the 
possibility of a substantial cost saving, in the near future, from the development 
f its own bauxite supply. 

In conclusion, I find that the abundance and diversity of Alcoa’s physical 

sources provide that company with cost advantages considerably superior to those 

its integrated domestic competitors. The eradication of these differentials 
cannot be reasonably foreseen. In themselves, under present market conditions, 
they do not bar effective competition. Yet, they constitute an important element 

m which the abilities of Reynolds and Kaiser to survive and expand may, at 

ne time, depend. 
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Does that opinion of the judge reflect the situation properly, jy 
your opinion? 

Mr. Witson. There is no question that insofar as Alcoa benefits 
from a profit in supplying bauxite, in this instance to Kaiser, it is jn 
an advantageous position as compared to Kaiser. But, as an alter. 
native, for Kaiser to have had to make the large investment to obtain 
bauxite reserves, and exploit them and develop them, | think it was 
undoubtedly a very helpful move, from Kaiser's point of view, to 
have been able to secure his bauxite from Alcoa. And, as a matter 
of fact, on profits, Kaiser has made more profits per dollar of sales 
and more profits per dollar of investment than anybody else in the 
industry, including Alcoa. So apparently it has been no burden on 
Kaiser. 

Mr. Wituts. We have some testimony here by Senator O'Mahoney 
to the effect that there is a movement on foot to expand or reactivat: 
the experimental plant in Wyoming, whereby certain sands or clay 
might have a possibility of producing alumina. What is the view of 
your company toward that project, and have you done any research 
along that line? 

Mr. Witson. We have constantly, over at least the last 50 years, 
made a continuous research on the utilization of other materials 
other aluminous, naturally occurring materials—than bauxite, and 
as such, are, in general familiar with anorthosite which is what | 
believe Senator O’Mahoney probably referred to because there are 
large deposits of anorthosite in Wyoming. There is no question in 
our mind but, from a technical point of view, alumina can be produced 
from anorthosite, but the matter of producing alumina economicall) 
or commercially is the big question. 

Mr. Wiuuts. Well, that is always the problem in experimentation 

Mr. Witson. Yes. In my own opinion, from reports I have received 
from our technical people, it has no present possibilities of being com- 
mercial. Now, the reason for that is that per ton of alumina to by 
produced, about eight times the amount of raw materials are neces- 
sarv for processing anorthosite as compared to processing relatively) 
low-grade bauxite. So it takes much more plant, much more mate- 
rials have to be moved, much more processing, and a very much large: 
requirement of fuel, or labor, and it just does not seem to be in the 
wood. There is one possible exception, and that is that the residue 
which remains after the alumina is extracted from anorthosite, seems 
to have the possibility of being a base, with relatively small additions 
for the production of Portland cement. If that should prove the cas: 
the alumina would then turn out to be a byproduct, and the cement 
would be the major product from processing anorthosite. But if you 
had a plant of a size that we would consider a commercial and economi 
possibility, the production of cement from that much alumina would 
be more cement than is used in the whole district, the six or eight 
States surrounding Wyoming, which district is now adequately sup- 
plied with cement. So I question, and our technical people ver) 
much question, the commercial availability of anorthosite. We 
welcome the opportunity in the industry, I am sure; aside from Alcoa, 
we would welcome the opportunity of seeing this process thorough|) 
developed and tried out, or any other process which would make use o! 
other materials than bauxite. But at the moment, we just feel bauxit 
is the only one that presents commercial possibilities. 
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The CHarrmMan. When you made this last contract with Kaiser 
on bauxite, did Alcoa enter into a contract with Kaiser, giving Kaiser 
licenses under some of Alcoa’s patents? 

Mr. Witson. Yes, under all of Alcoa’s patents in which Kaiser 
expressed an interest. 

The CuarrMan. Did the War Assets Administration or the Depart- 
ment of Justice offer any objection to the assignment of those patents, 
as to service, terms, or conditions? 

Mr. Witson. The license agreement that was made with Kaiser 
provided that if other arrangements were made through the War 
Assets Administration, then this license agreement with Kaiser would 
be adjusted to be not less favorable than any such arrangement. 

The CuarrMan. What were the specific objections that the Depart- 
ment of Justice and/or the War Assets Administration made to the 
terms of that agreement concerning licenses? 

Mr. Wixtson. My recollection is the only one that made any objec- 
tion to it was the Department of Justice. I may be wrong there, 
but I have no recollection of any objection on the part of W ar Assets. 

The CHarrMan. Were there any points raised against it? 

Mr. Witson. As I recall it—and my recollection is not too definite— 
we thought several of the points that were raised against it were very 
unrealistic. For example, they objected to the fact that in licensing 
under United States patents, which these licenses all covered, we 
stated that the license was for sale and use in the United States under 
this patent, and the Department of Justice took the position that 
that was limiting them as to the sale of their product, or limited their 
normal business « operations outside of the United States. 

Well, 1 never could understand that objection, because the only 
thing that we could license under the United States patents had to do 
with the United States markets. The fact that we licensed them to 
make and sell under the patents in the United States, that is all the 
United States patent covers. I think there was another objection 
that they saw to it, but I do not recall it now. We thought they were 
rather captious, if I may say so, Mr. Chairman. 

The CuarrmMan. But you did accede to the criticisms and made 
changes? 

Mr. Witson. Absolutely. 

The CuarrMan. In the license agreement between Alcoa and Kaiser, 
and Alcoa and Reynolds concerning patents for the processing of 
bauxite, did Alcoa, your company, insist upon a provision that the 
licensees, Reynold and Kaiser, would have to grant back to you the 
license under any improvement on those patents that Kaiser and 
Reynolds would make? 

Mr. Witson. That was only in connection with some patents that 
we licensed free of royalties. We did in that case feel that we were 
entitled to a return of any improvements on that process, which we 
licensed to them free of royalties. 

The Cuarrman. Did Judge Knox in his decision have anything to 
say about that provision? 

Mr. Wiison. Judge Knox ruled that those grant-back provisions 
should be canceled, and they have been canceled. 

The Cuarrman. And he enjoined Alcoa from making any claim that 
might arise out of that provision? 

80861—51—ser. 1, pt. 1——43 
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Mr. Witson. Well, I am not sure of that wording, but the effec: js 
the same. I do not mean to quibble, however. 

The CuarrmMan. Now, these patents were usable for processing 
low-grade bauxite; were they not? : 

Mr. Wirson. That is correct as to some of the patents. There 
were some other patents that did not cover that. 

The CuarrMaNn. Now, in view of our limited quantities of high-grax(, 
bauxite, and our dependency upon foreign ores, with all of the hazards 
which attend bringing those ores into the United States, any improve- 
ment on these patents to make it possible to use clay or other ores 
would indeed be highly important; do you not think so? 

Mr. Witson. Yes, I do. 

The CHarrMan. I will read an excerpt from the opinion of Jude 
Knox: 

Though not presently commercially feasible, the technological structure of t} 
industry, even at the present time, includes processes for the extraction of alumina 
from clay. To my mind, the refinement of these processes, which may onl) 
represent improvement on the processes presently utilized in the plants, constitute: 
an important avenue, if not the major avenue, of development in this indust: 
The elimination of the need for foreign bauxite supplies could easily provide | 
initiation of a successful process with a tremendous cost advantage, and would 
contribute greatly to our national security by vastly enlarging the domesti: 
reserve of usable aluminum material. 

Mr. Sears. Mr. Wilson, in connection with that same question 
weren’t you Chairman of the Munitions Board Advisory Committee 
that killed the Harleyville, S. C., plant in its recommendations to 
Captain Granum? 

Mr. Wixson. | was chairman of a subcommittee. 

Mr. SHears. Did you not recommend against the Harleyville, S.C 
experimentation? 

Mr. Witson. That is not anorthosite; that is clay, Mr. Shears. 

Mr. SHears. Hadn’t the Munitions Board, on September 18, 1947, 
recommended to the Bureau of the Budget that the experimentation 
go ahead, and wasn’t it your Advisory Committee that killed that 
experimentation in Harleyville, S. C.? 

Mr. Witson. | am not familiar with that. This subcommittee was 
asked to make a recommendation, or they asked for their comments 
on it, and we made as honest a report as we knew how to make to tly 
Munitions Board. What had been done after that, whether that 
resulted in killing the experimentation, I have no knowledge. 

Mr. Suears. In any event, on October 20, 1947, you wrote to 
Captain Granum opposing the Harleyville, S. C., project; is tha 
correct? 

Mr. Wiison. Not opposing the project; recommending against thi 
continued expenditures of operating that plant as a pilot plant. 

Mr. SHears. Before it was completed? 

Mr. Witson. I am not sure what state the plant was in as to 
completion. I think the plant had been operated. 

Mr. SHears. Let me read from the Munitions Board report, 
letter addressed to Director James E. Webb, and a letter written to 
you protesting the Advisory Committee’s position. [Reading:] 

In summarizing, it is desired to emphasize that, in addition to the foregoing 
from a national security viewpoint, the need for a domestic source of alumi 
is more urgent today than during the war, since much of the known high-grad 
domestic ore (bauxite) has been consumed. Further, in order to capitalize w 
a minimum expenditure on the funds already expended on this project, t 
work should be completed now. 
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Mr. Sears. Then your letter came in a few days later, to Captain 
Granum, and IJ shall read from a letter of October 24, 1947, addressed 
to you from Mr. P. A. Dulin, Jr.: 

I have read carefully your letter of October 20 to Captain Granum and also 
your report of the same date as to the advisability of continuing the experiment 
at the Harleyville, 8. C., plant. I am glad that you made it clear in your letter 
that this was the view of the three producers of alumina and aluminum and not 
the opinion of the entire Advisory Board. 

We must all agree that this experiment at Harleyville has certainly made prog- 
ress in developing a substitute for bauxite. Inasmuch as the United States has 
less than 5 percent of the known proven supply of bauxite in the world, we should 
find a substitute for this strategic material. I believe that sooner or later, 
whether we are engaged in another war or not, the production of aluminuin from 
bauxite in this country will be a thing of the past. Iam of the opinion that the 
{American people should be protected in this respect, and that some raw material 
be proven whereby we will not be dependent on any foreign source of supply for 
raw materials for the manufacture of aluminum pig. 

I am opposed to disposing of the Harleyville, 8. C., plant, and it is my unbiased 
opinion that any money spent on research to develop a substitute for any raw 
material as vital as bauxite is to the aluminum industry, is money well spent 
The project should be continued. 

Did you receive such a letter? 

Mr. Witson. I have no specific recollection, but if the letter was 
addressed to me, | am quite sure I received it. 

Mr. SHears. In any event, the Harleyville plant was disposed of 
and experimentation ended; is that correct? 

Mr. Wiuson. I don’t know. I have no knowledge of it. I think 
Mr. Dulin is certainly entitled to his opinion. 

The CuarrMan. You may proceed, Mr. Wilson, 

Mr. Wiison, On the other horn of the dilemma, if we fail to supply 
these potential new producers, we are accused of stifling competition, 
It is one of those situations where we will be wrong in somebody’s 
eyes ho matter what we do. However, we have a clear conviction on 
the matter. That conviction is that we should sell bauxite and 
alumina to all comers, if and to the extent that we have such raw 
materials available for sale over and above our own requirements, 
existing contractual commitments, and a reasonable margin of safety. 

In appraising this problem I think the subcommittee should also 
bear in mind the significant testimony of Mr. D. A. Rhoades, vice 
president of Kaiser Aluminum & Chemical Corp. He testified before 
this subcommittee last week—pages 433-434—that before his company 
had acquired its own bauxite deposits it went into the open market 
for bauxite and was offered contracts by Aluminum Co. of Canada, 
American Cyanamid Co., and the Billiton Co., as well as Aleoa. So 
far as I know, these sources are still available. 

This concludes our statement in response to the chairman's letter of 
January 15, but there have been other developments in last week’s 
testimony before this subcommittee with respect to Alcoa which call 
for clarification. They relate to Alcoa’s alleged relationship to Alumi- 
num Co. of Canada—Alcan—to the responsibility for the uneconomic 
location of certain war-built aluminum plants, and to certain assertions 
as to First Boston Corp. 

In the hearing on January 22, the chairman made this statement, 
page 4: 

Under a recent Federal district court decision, it was developed that Alcan and 
the Aluminum Co. of America are under the same control, with many indices of 
monopoly power. 
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When the chairman made this statement he was probably unaware 
that only 6 days earlier, January 16, 1951, Judge John C. Knox, chief 
judge of the District Court of the United States for the Southern Dis. 
trict of New York, brought to a conclusion the 14-year-old antitrust 
litigation between the Department of Justice and Alcoa. The net 

result of the litigation is that Alcoa’s position in the industry today is 
ruled to be legal in all respects. 

The CHarrMan. Just a moment on that. I would like to go back 
again. 

“In 1947, Alcoa filed a petition for a judgment that it no longer had 
a monopoly, and that, in consequence, competitive conditions had bee n 
restored to the aluminum- -ingot marke *t; is that correct? 

Mr. Witson. That is correct. 

The CuarrmMan. Then in 1948, the Government filed a petition 
asserting that competitive conditions had not been established, and 
asking for divestiture of their plants and properties of Aleoa. These 
petitions were tried together before Judge Knox; is that not true? 

Mr. Witson. Yes; that is true. 

The Cuarrman. In his final judgment, entered July 6, 1950, I find 
in paragraph 2 thereof, this language: 

The petition of Alcoa, filed on March 31, 1947, as amended and supplemented, 
is hereby denied on the merits, and dismissed. 

So that the petition vou filed that you were no longer a monopoly 
and that competitive conditions exist was denied on its merits and 
dismissed; is that not correct? 

Mr. Witson. May | at this point turn that question over to counsel, 
Mr. Hickman, who was of our counsel throughout the antitrust liti- 
gation. 

The CHarrmMan. Certainly. 

Mr. Hickman. Mr. Chairman, that is true—that that petition was 
dismissed. The reason for it is found in the fourth paragraph in the 
judgment from which you read. ‘The first sentence is this: 

The evidence in this proceeding is insufficient to give the court a well-founded 
assurance that in future years competitive conditions of an effective and lawful 
nature will prevail in the domestic aluminum industry. 

The Cuatrman. I don’t know that you put the right emphasis on it. 
It says: 

The evidence in this proceeding is insufficient to give the court a well-founded 
assurance that in future years competitive conditions of an effective and lawful 
nature will prevail in the domestic aluminum industry. 

Mr. Hickman. Yes, sir. The point I want the subcommittee to 
understand is when you are summarizing an opinion that is 180 
pages long, it is like the Bible—you can find a sentence here and there 
and prove almost anything. I submit the effect of the conclusion in 
Judge Knox’s decision is “that effective competition existed in the 
aluminum industry. The reason he retained jurisdiction for 5 years 
and dismissed our petition was that, the competition of Reynolds and 
Kaiser being relatively new, he was not sure whether over the years 
these companies would continue to be successful, and he therefore 
retained jurisdiction for 5 years. He said at page 179 of his opinion: 

If for any reason it should appear that their competition with Alcoa is uncer- 


tain and ineffective, appropriate action in addition to that now about to be ac- 
corded to the Government wil] be in order. 
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In other words, this competition, if it fails for any reason, then the 
Department of Justice is authorized to reopen the case. 

The CuarrMaNn. I am taking up the statement made by Mr. Wilson. 
It says: 

The net result of the litigation is that Alcoa’s position in the industry today is 
ruled to be legal in all respects. 

Mr. Hickman. That is correct. That we stand on. 

The CHarrMan. Going back to the opinion, the court said this: 

In order further to promote the establishment of the requisite competitive con- 
ditions in such manner as will give assurance that they will hereafter prevail, 
Aleoa and the individual defendants who own stock in both Alcoa and Aluminium 
Limited, a Canadian corporation, are directed to prepare and submit a plan or 
plans for carrying out the disposal of stock interests either in Aluminium Limited 
or in Alcoa, as directed in the opinion of the court filed June 2, 1950. 

If everything was in order and perfectly legal at that point, why 
would the judge make that decision with reference to the stock di- 
vestiture? 

Mr. Hickman. In order to give assurance that it will hereafter 
prevail. In other words, he recognized that Aloca was powerful and 
was much longer established than others, and in order to give assur- 
rance that competitive conditions would prevail he said: 

I will make assurance doubly certain and order the stockholders to sell the 
stock in Aluminium Limited. 

The Cuatrman. If the judge felt as you do, he would not have 
held the decision for 5 years. 

Mr. Hickman. That is so that if this competition with Reynolds 
and Kaiser, which he says again and again is effective, is unsuccessful, 
if it should fail in the next 5 years or become ineffective, then he would 
permit the case to be reopened. 

The Cuarrman. Here is the conclusion of Judge Knox, that— 

The evidence in this proceeding is insufficient to give the court a well-founded 
assurance that, in future years, competitive conditions of an effective and lawful 
nature will prevail in the domestic aluminum industry. 

Mr. Hickman. There it is again in future years. 

The Cuarrman. I will not quibble with you, but I think the 
opinion was pretty strong. 

Now, Mr. Wilson, in connection with your last observation, I think 
the testimony of the Department of Justice officials given before this 
subcommittee last week indicates that they foresee very clearly a good 
possibility that the court’s reservation of jurisdiction may have to be 
utilized. Now as to Reynolds and Kaiser—and my observation 
quoted in your statement as to the indices of monopoly power in the 
common control of Alcoa and Alean—lI would like to call your atten- 
tion to the following statement in Judge Knox’s opinion. You took 
issue with the statement I made on page 7. Here is what the judge 
said with reference to Alcoa and Alcan: 

Together, Limited and Alcoa are in position, at any time, to restrain effectively 
the growth of Reynolds and Kaiser. Accordingly, inasmuch as irreparable harm 
ean result from a delay in remedies, it is unwise for this court to relinquish juris- 
diction of this action until it is assured that the aluminum industry has been 
oriented in a lawful direction. 

Now apparently, Mr. Wilson, far from stating as you have stated, 
that Alcoa’s position is legal in all respect, Judge Knox clearly indi- 





662 STUDY OF MONOPOLY POWER 


cated that the aluminum industry has not been oriented in a law{,)| 
direction; that it may possibly be so oriented by stock disposal, }ut. 
on the other hand, may not be so oriented; and, therefore, jurisdiction 
over Alcoa was reserved for 5 years. Now I would like to ask you 
some questions about this stock disposal, Mr. Wilson. 

Mr. Wixson. I have some of this covered in the statement, if you 
want me to read the statement first. ; 

The Cuarrman. If it is not duplication, I would like to ask thes: 
questions at this moment. 

Mr. Witson. All right. 

The Cratrman. If the disposal of stock establishes a new, inde- 
pendent control of Aluminium Limited, the competitive powers of 
that company in the United States market could be defeated by an 
increase in the tariff; could not it? 

Mr. Wixson. If it was sufficient, yes. That is for the Congress to 
determine. 

The CuatrMan. That is right. Or if its competition became so 
acute as to diminish the prospects of Reynolds and Kaiser and impair 
the competitive situation, then this might, as Judge Knox pointed out 
on page 418 of the advance sheets, create a need for additional rem- 
edies. He made the assertion that there may be need for additional 
remedies if the competition became so acute as to diminish the pros- 
pects of Kaiser and Reynolds and impair the competitive situation. 

Mr. Witson. That would be remedies against the Aluminum Co 

of Canada; would it not? It would not be against Alcoa. 
» The Cuarrman. I mean if the competition of the Aluminum Co. of 
Canada became acute in this country. Now under the stock-disposa! 
judgment. about 15 percent of the stock of Limited, owned by the 
Mellon, Hunt, Davis, and Duke children, may be retained and the 
voting rights after 10 years may be restored on application to the 
court; isn’t that correct? 

Mr. Witson. I believe so. I would like to leave that also to 
Mr. Hickman. 

Mr. Hickman. That is correct. 

The CuartrMaNn. Does this not create a formidable deterrent to 
interesting a new group to make a very substantial investment to 
secure control and give Limited an independent and distinct contro! 
separate from the control of the families which have up to now con- 
trolled both Alcoa and Limited? 

Mr. Hickman. No; I do not think so, Mr. Chairman. 

The CuHarrMan. Isn’t that a stock ownership there of 15 percent? 

Mr. Hickman. It may be, but may I explain, under this judgment 
on stock disposal, the voting rights were taken away indefinitely and 
are never to be restored—I mean in 10, 20, or 50 years unless on appli 
cation to the court a showing is made that this is consistent with the 
judgment. In other words, unless there is effective control established 
in Limited, which appears to be the test in the judgment, these voting 
rights will not be restored. 

The CuarrMan. What is the 10-year period? 

Mr. Hickman. The 10-year period is imposed in here in which the 
stockholders are required to dispose of their stock in Limited; that 1s, 
the holdings of the Mellon, Davis, Hunt, and Duke families, excluding 
the children, have all to be disposed of in a 10-year period. There is 
an absolute ban on restoring the voting rights of the children’s stock 
and the Duke stock during the 10 years, and then the ban continues 
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after that until the court in the Southern District of New York decides 
it is compatible with the judgment to give the voting rights back. 

The CuarrMan. With 15 percent of the stock in these families, 
united by ties and consanguinity, and so forth, it would not be possible 
for someone else to come in; would it? 

Mr. Hickman. First, I would like to say that the largest single 
stockholder in this group is not any family; it is the Duke Endowment 
in North Carolina that supports so many colleges and charities in 
North Carolina. There has been no tie shown in this case between 
the Duke Endowment and anybody else, but the Department wanted 
to be sure, because they are a large stockholder, and they voluntarily 
gave up their own rights. I don’t see any peril in this. 

The CHairman. Well, these children are not actually forced to sell 
their shares; are they? 

Mr. Hickman. These children lose their voting rights; that is right. 

The CHarrmMan. They are not compelled to sell their shares? 

Mr. Hickman. That is right. 

The CnarrMan. When there is outstanding this 15 percent of the 
entire stock ownership, how could you get any new interest in the 
picture? 

Mr. Hickman. In the first place, let us look at where the interest 
is outstanding. Nine percent is outstanding in Doris Duke and the 
Duke endowment, who have no connection with the children; and 
the other 6 or 7 percent is outstanding in the children, in the trusts 
created with the Wilmington Trust Co., and elsewhere. The voting 
power, the right to do anything with this stock, has been definitely 
given up. 

The CHarrman. The ownership of this stock itself rests with all 
those children. 

Mr. Hickman. That is right. 

The Cuarrman. What I am trying to find out is how could you get 
any new interest to come in if that 15 percent stares them in the face. 

Mr. Hickman. That is the point. It does not stare them in the 
face. The fact is, it does not vote. 

Mr. Wiis. Mr. Chairman, the voting rights were given up. 

The CuarirMan. That is true, but the ownership is there. 

Mr. Hickman. The ownership is there all right, but without voting 
rights. 

The Cnarrman. And, therefore, even if there were no voting rights, 
there is an element of control resulting from ownership. 

Mr. Hickman. I do not think so, but then I realize we can have 
differences of opinion about that. 

Mr. Wituts. Is there any precedent for that in antitrust actions. 

Mr. Hickman. Some of it is pioneering, but this trusteeing of stock 
that has been ordered sold is old practice. 

Mr. Wiuuts. I am referring to depriving the stockholders of voting 
rights. Is there any precedent for that? 

Mr. Hickman. Mr. Emmerglick can answer that. I just frankly 
don’t know, Mr. Congressman. 

The Cuarrman. Arthur V. Davis is the chairman of your company; 
is he not? 

Mr. Witson. That is correct. 

The Cuarrman. And he is one of the largest stockholders of your 
company? 

Mr. Witson. Yes. 
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The CHarrman. And he is 84 years of age; is he not? 

Mr. Witson. Approximately, yes. 

The CuHarrmMan. And he could leave his estate and all the stock 
that he holds in Alcoa to Nathanael Davis, his nephew? 

Mr. Hickman. There are a couple of very practical impediments. 
One is that these stockholders have been ordered to dispose of ver, 
close to half of their Limited stock in the first 5 years; and, even if one 
of these people that has to sell dies in the first 5 years, that obligation 
continues against the estate. But even a more serious impediment is 
the inheritance taxes, and in an estate of Mr. Davis’ size that is going 
to be roughly 70 to 80 percent of the estate that is going to come back 
to the Government in inheritance taxes. That is plus the fact that 
he has to sell close to half of his stock in 5 vears, and that obligation 
continues against his estate, and I think that effectively defeats any 
chance of what you mentioned. 

The CuartrmMan. He can will the stock that he owns in Alcoa to his 
nephew, who is president of Aluminium Limited? 

Mr. Hickman. Granted, the part that does not go for inheritance 
taxes and that he is not required to sell, he could so will, but what is 
wrong with that? 

The Cuarrman. I am speaking of the possibilities under this decree. 

Mr. Hickman. With the limitations I have mentioned that exist. 

The CuarrmMan. Naturally with the limitations. So that the estate 
of Nathanael Davis would be in a very, very strong position as far as 
ownership in the two companies is concerned; isn’t that correct? 

Mr. Hickman. Mr. Nathanael Davis owns no stock in Alcoa. By 
hypothesis, if his uncle were dead and that estate liquidated, he 
would be a large stockholder in the company in which he is president 

The CuHarrMAN. He would have an interest in Alcoa by virtue of 
the inheritance he has from his uncle? 

Mr. Hickman. He receives Alcoa stock from his uncle? 

The CuarrmMan. If his uncle, Arthur V. Davis, wills him his stock 
in Alcoa, then he would have some interest in Aleoa; would he not? 

Mr. Hickman. Yes. 

The CHarrmMan. That is what I am referring to. 

Mr. Hickman. Allright. I misunderstood your line of questioning 
and thought you were talking about an inheritance of Aluminium 
Limited stock. 

The Cuarrman. Would not you have similar situations resulting 
in the cases of the Mellon children? 

Mr. Hickman. I don’t think so. 

The Cuatrman. Why wouldn’t you? What is the difference? 

Mr. Hickman. In the first place, the inheritance taxes are going 
to defeat the possibility of leaving substantial inheritances. In the 
next place, you are assuming something that has not happened. 

The CuarrmMan. What obtains in the case of the Davis children 
would obtain in the case of the Mellon children: isn’t that correct? 

Mr. Hickman. That is right, within limits; that is a conceivable 
possibility. 

The CHarrMan. Go ahead, Mr. Wilson. 

Mr. Wixson. It has been found that successful and effective com- 
petition exists in the smelting of aluminum; and it could not have 
been ruled otherwise in view of the outstanding record that Reynolds 
and Kaiser have made. If the competition should become ineffective 
within a 5-year period, the case can be reopened, but no one foresees 
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any such possibility, and I am certain that the Reynolds and Kaiser 
people join in that opinion. 

With respect to asserted common control of Aleoa and Alcan or 
Aluminium Limited (which owns Alcan), it has been found by the 
court that there has at no time been any improper or illegal relation- 
ship between Alcoa and the Canadian companies. Never for a 
moment did they have a director or officer in common with Alcoa, 
and there has never been any agreement or understanding between 
the companies or their stockholders which violated any laws of the 
United States. 

It is true that some of the principal stockholders of Alcoa also own 
stock in Aluminium Limited, and that 11 of the largest stockholders of 
Alcoa and their families controlled a little over 50 percent of the stock 
of both Aluminium Limited and Alcoa. The reason for that fact is 
perfectly obvious and involves no violation of law. The Canadian 
aluminum properties had been built and were owned by Alcoa until 
June 4, 1928. On that date, they were turned over to Aluminium 
Limited, then a new corporation organized at the instance of Alcoa, in 
exchange for its stock, which was at once distributed as a stock divi- 
dend to the stockholders of Aleoa. The stockholders of Alcoa dealt 
with this Canadian stock as they saw fit. Some sold it; some gave it 
to their families, and others kept it. The whole situation was 
thoroughly reviewed by the courts. The district court twice held, 
and the Circuit Court of Appeals for the Second Circuit once held, 
that the Alcoa stockholders who kept their stock in Aluminium 
Limited had not thereby created any illegal position or relationship 
between the two companies. 

Mr. Suears. At this point, Mr. Wilson, are you familiar with 
appendix 12 of the Report of the Surplus Property Board to the 
Congress of the United States, submitted on September 21, 1945? 

Mr. Wixson. I think I saw it at the time it was issued. 

Mr. Suears. Pertaining to the aluminum industry. Rather than 
read it, I will insert it in the record at this point. 

(The report referred to is as follows:) 

[Source: Aluminum Plants and Facilities—Report of the Surplus Property Board to the Congress, 


September 21, 1945, pp. 89-90.] 
APPENDIX 12 


Wor.Lp CONTROL OF THE ALUMINUM INDUSTRY BY ALCOA AND ALTED 


The following table shows that Alcoa and its Canadian affiliate, Aluminium 
Ltd. (Alted), controlled, in 1944, 64 percent of the world primary aluminum 
capacity. The two companies, although legally independent and without com- 
mon officers and directors, are actually controlled by the same principal stock- 
holders. Arthur V. Davis is chairman of Alcoa, and E. K. Davis, his brother, 
president of Alted. In the recent decision of the Circuit Court of Appeals for 
the Second Circuit in the antitrust case of the United States against the Aluminum 
Co. of America et al., decided March 12, 1945, the court refused to reverse the 
conclusion of the District Court for the Southern District of New York that 
Aleoa and Alted had separate and distinct corporate identities that made it 
improper to hold Alcoa responsible under the antitrust laws for the acts of Alted. 
However, from the practical viewpoint of competitors of Alcoa and Alted, the 
community of interests and reality of common control must be recognized. It is 
so recognized by persons familiar with the aluminum industry and by experts in 
various agencies of the United States Government. Thus, a representative of 
the Surplus Property Board who has held discussions with Alcoa executives on 
disposal plans of the Board has stated to the Board that the two companies are 
commonly controlled and are in effect, ‘‘twins.’’ His discussions with the Alcoa 
executives indicate their intention to have the Canadian company export to the 
United States whatever amounts of primary aluminum will reduce the percentage 
of the American markets supplied by Alcoa below any level that may be decided 
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in the case yet pending in court to constitute a violation of the antitrust lay 
The Special Aluminum Committee of the War Production Board, in its report 
of April 1945, The World Aluminum Industry described the activities of Alted 
promoting the cartel of 1931, and stated: 

“The only important producers not included in the cartel were Alcoa, 
Russian and the Italian. The Italian firms, however, were partially controlled 
by the German and Swiss producers and Alcoa's interests were protected by 1 
leading position held by Alted”’ (p. 48). 

In discussing the same subject, the Foreign Economic Administration ec 
mented in a report prepared for the War Department, The Light Metals Indust: 
in Germany, May 1945. 

‘‘Alted is thus considered in the public mind as the alter ego of Alcoa, althou 
its separate identity has been established by court decision. While Alcoa is no 
member of Alliance (the European cartel), possibly because of the restrictions 
the Webb-Pomerene Act, it is not unreasonable to assume that Alliance was great 
influenced by Alcoa, at least until war broke out in 1939’ (p. 64). 

And again, 

“Although the largest single producer, the Aluminum Co. of America, is no 
member, its influence, exerted through Aluminium, Ltd., upon the cartel 
matter of record’ (p. 132). 

The actual influence of Aleoa and Alted upon world competition and markets fo 
aluminum is far greater than the control of 64 percent of world primary alumi: 
capacity. Alted is in partnership directly or indirectly by joint investment wi 
other aluminum companies in France, Great Britain, Italy, Norway, and Swede: 
(appendix 11). The other companies are thus subject to Alted’s influence a1 
must necessarily act consistently with Alted’s policies. The power of Alted and 
thus of Alcoa is ramified widely. Except in the case of Government-controlle 
companies in Russia, all other aluminum producers in the world operate under tly 
influential impact of Alcoa-Alted policies. The impending curtailment of 1 
Japanese and German aluminum industries under United Nations control w 
increase still further the relative world power of Alcoa-Alted. 


Share of World Primary Aluminum Industry under complete or partial control of 
Aluminum Co. of America (Alcoa) and Aluminium Ltd. (Alted, Canada) as 
1944 ; 

{Metric tons] 


Item Amount | Percent ownership by Alcoa or Al 


Total world capacity 
Alcoa 


Own capacity q } ) 
Leased from U. 8. Government A 22 Leased plants 
(DPC). i 


Alted ao — 


Aluminum Company of Canada : | 100 percent 
Aluminiumhutte-Rheinfelden, A. G. | , Owned by A. I. A. G. in which A 
(Germany). owns 28.5 percent. 
Salzburger Aluminium, G. M. b. h. . , Do 
(Austria). 
South Wales Aluminium Co. (British | 5, | Alted, 25 percent; A. TI. A. G., 50 perce 
Isles) | } in which Alted owns 28.5 percent 
Aluminium Corp., Ltd. (British Owned by cartel in which Alted ov 
Sies). 8 5 percent 
S. A. I. (Italy)-_-..- | 3, Alted owns 100 percent. 
8. A. V. A. (Italy ; 5, } Owns 50 percent by A. I. A. G. in w 
| Alted owns 28.5 percent. 
8. I. M. E. (Italy) ee ’ a Owned 50 percent by A. I. A. G 
Alted owns 28.5 percent. 
I. A. G. (Switzerland) : 33, | ; Alted owns 28.5 percent. 
A. (Sweden) A es , = Alted owns 40 percent and Norsk A 
| minium Co. owns 51 percent of w! 
Alted owns 50 percent, 


A. 
8. 


Det Norske Nitrid (Norway) 
Haugvik Smelteverk, A. S. (Norway) 


Norsk Aluminium Co. (Norway) 
Aluminio Espanol 8. A. (Spain) 


Indian Aluminium Co. Ltd. (India).._- 


Alted owns 334% percent. 

Owned by cartel in which Alted ow 
285 percent 

Alted owns 50 percent. 

Owned 50 percent by A. I. A. G 
which Alted owns 28.5 percent, 


Owned 50 percent by Alted. 


Source: Arranged from appendix 11. Note that the principal stockholders of Aleoa and Alted 


identical. In 1939, they held 56 percent of Alcoa stock and 


52 percent of Alted. They represented t 


Mellon, Davis, Hunt, Clapp, Fickes, Gibbons, and Withers families, 
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Mr. Wixson. In that connection, may I also put on the record that 
we violently disagree with many of the points made in there. 

The CHarrMan. You certainly may. 

Mr. Hickman, May it also be indicated on the record that Judge 
Knox reviewed that report and disagreed with that part of the report. 

Mr. Sugars. This is page 89 of the report, appendix 12. 

Mr. Wirson. Nevertheless, Judge John C. Knox ruled on June 2, 
1950, that in order to make assurance doubly sure, that the Canadian 
company would continue to compete vigorously with Alcoa and would 
be an independent factor in the American market, stockholders of 
Alcoa who held stock in Aluminium Limited must dispose of one 
stock or the other. 

On January 16, 1951, the court entered a final judgment on stock 
disposal. Under this judgment certain stockholders of Aluminium 
Limited were ordered to dispose of their entire stockholdings, approxi- 
mately 34 percent of the outstanding steck of Aluminium Limited 
The court appointed three very distinguished trustees to exercise 
voting control over this stock pending disposal. Another 3 percent 
of the stock of Aluminium Limited had already been disposed of by 
this group of stockholders since Judge Knox’s opinion of June 2, 1950. 
The judgment also turned over to the trustees voting control of the 
entire stockholdings of certain other stockholders, approximating 
another 15 percent of the stock of Aluminium Limited, but did not 
require that this stock be disposed of. The total amount of Alumi- 
nium Limited stock involved aggregates 51.6 percent of the total shares 
issued and outstanding. The trustees appointed by the court who 
will exercise voting control of Aluminium Limited are Donald K. 
David, dean of the Harvard School of Business Administration; John 
L. Sullivan, formerly Secretary of the Navy; and Chemical Bank «& 
Trust Co., of New York City. Thus, it cannot now be said that 
Aleoa and Aluminium Limited or Alcan are subject even to the possi- 
bility of the same control. 

In the course of Senator Murray's testimony before this committee 
on January 22, 1951, he said (p. 21): 

The War Production Board, which was manned, of course, by representatives 
of big business and industry; and it may be quite possible that they did not want 
to have a lot of new plants in competition with them a‘ter the war ended So, they 
located them in such a position that it would not be necessary for them to have to 
face competition coming from the&e plants in the hands of new operators 

This statement has been repeated in varying forms ever since the 
Government-owned aluminum plants were built. It is very much 
resented by Alcoa, which built the plants without fee or profit to itself 
except for a word of commendation from the Truman committee in its 
third annual report. 

Mr. McCuttoca. Mr. Wilson, who was responsible for selecting 
the locations of these war plants? 

Mr. Witson. There were two very distinct Government agencies 
One in the War Production Board and another in the Military Estab- 
lishment, which selected and passed on these sites. As prospective 
contractors with the Government to build those plants, we were then 
asked if that site was suitable for the purposes in hand, and our engi- 
neers then looked at it to see whether the foundation conditions, 
the supply of water, and so forth, were adequate. That was the 
a to which Alcoa had anything to say as to the location of the 
Plants, 
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Mr. McCunuocu. Then is it true, Mr. Wilson, that Alcoa had no 
initial recommendations as to the locations of these plants? 

Mr. Witson. That is absolutely true, Mr. Congressman. 

Mr. McCuutvocu. And that actually the geographical locations were 
selected by the then responsible Government agencies? 

Mr. Witson. That is absolutely true. We differed at times quite 
materially when they suggested that we put plants in certain locations. 
As I recall, at one time we told the Government people involved that 
we thought that was a very questionable location, but we would build 
the plant there if they wanted it. As I remember, Mr. Dayis, the 
chairman of our Board, that the Chairman here has just referred to, 
said, ‘We will go and look at the top of Pikes Peak if you want us to 
and let you know if you can build a plant there.”’ 

Mr. McCuttocu. Is it true that you approved the sites in question 
only from the standpoint of engineering and construction, and founda- 
tion rock, and so on? 

Mr. Witson. That is correct. 

Mr. Suears. Where you would disagree, though, Mr. Wilson, isn’t 
it true that in a number of cases the Alcoa preference was accepted? 

Mr. Wiison. No; very definitely not. 

Mr. SuHears. Let me read from the report of the Surplus Property 
Board to the Congress on September 21, 1945, on this subject, on 
page 37: 

Under such conditions of divided responsibility and war necessities, a number 
of decisions were made that today handicap plant disposal. Large capacities 
were accepted because Alcoa said it did not have the supervisory personnel for 
direction of too many small plants, and because economies could be made in 
investment and operating costs. The Spokane rolling mill, originally planned 
for location on tidewater, was moved inland. The capacity, originally planned for 
60,000,000 pounds, was combined at the suggestion of Aleoa with that of a plant 
planned for Los Angeles, although the War Department opposed such consolida- 
tion on security grounds. The capacity was then doubled again. The Hurricane 
Creek alumina plant was placed along side the Rock Island Railroad and the Alcoa 
subsidiary, the Bauxite and Northern Railroad, but was fed with a spur track 
only from the Alcoa railroad. 

The same situation occured at Massena, where the reduction plant was placed 
on an Alcoa-owned, railroad. Some of the plant locations became involved in 
controversies over the issue whether postwar survival was being handicapped or 
aided. The Jones Mills-Camden controversy arose over the location of Camden 
on a river providing barge navigation, whereas Jones Mills was not accessible to 
water transportation. The Troutdale-Cascade locks controversy involved the 
issue of which site was more favorable to water transportation, housing, labor 
supply, and plant expansion. In these cases the Alcoa preference was accepted. 

Mr. Witson. The fact it is in the report does not make it correct, 
Mr. Shears 

The CuarrMan. If you want to a comment on that, you are free 
to do so. 

Mr. Wiison. The report is incorrect in stating that Alcoa deter- 
mined those locations. 

Mr. Suears. This report was signed by W. Stuart Symington, 
Chairman, and Robert A. Hurley, member, on September 21, 1945. 

Mr. Wison. I do not want to leave the record as saying we were 
never asked, when two sites were selected, alternate sites, and we 
were asked for recommendations as to which site was the best, that 
we would refuse to give recommendations, because we certainly did 
give recomme! ndations when we were asked, but the selection of the 
sites was in the hands of the Government agencies. They made their 
choices for the sites. 








a aan ii a 


an ah a aie. Se oe 


a a ih i i 


Gn eh 


STUDY OF MONOPOLY POWER 669 


Fortunately for Alcoa, the Department of Justice chose to make 
this charge to the United States District Court for the Southern 
District of New York in the Alcoa antitrust case just concluded. 
After hearing all the evidence that was to be had on the subject, the 
court found (p. 141 of its opinion of June 2, 1950): 

It might be thought that because of Alcoa’s responsibility in connection with 
the wartime construction program, the uneconomic location of at least some of 
the Government reduction plants might have been dictated by Alcoa’s desire to 
avoid postwar competition. However, I believe the evidence in refutation of this 
suggestion is clear and convincing. The record establishes that plant sites were 
determined after the investigation and report of governmental agencies, and 
that the location of reduction plants was influenced primarily by the availability 
of adequate power. 

I have no doubt that Senator Murray was unaware that this charge 
against Alcoa’s integrity had been litigated before Judge Knox and 
found to be groundless. [I personally resent the charge very much, 
not only because I was one of those concerned in Alcoa’s construc tion 
of these plants for the Government, but because I believe in fair play. 
Onee a charge has been thoroughly aired in court and found to be 
untrue, I think those who have been repeating it have an obligation 
to accept as final the impartial judgment of our court. 

In the proceedings of January 25 the chairman called attention to 
the fact that First Boston Corp. had assisted Kaiser in some of its 
financing and inquired whether Alcoa had assisted in the matter 
(p. 426-7). This question was raised by the Department of Justice 
before Judge Knox in the Alcoa Antitrust case. He heard all the 
evidence and arguments on that subject and ruled that the charge 
was wholly without foundation. I read a paragraph from Judge 
Knox’s opinion (p. 101): 

Indeed, the Government has even contended that only by Alcoa’s aid was the 
stock issue of Kaiser, mentioned above, made possible. But, to my mind, the 
evidence wholly fails to sustain this somewhat startling allegation. The infer- 
ence drawn by the Government is created by the fact that First Boston Corp. 
agreed to float the Kaiser stock issue, and that this same corporation has acted 
on behalf of Alcoa in the past, and has its largest block of shares in the hands of 
the Mellon family who also possess large holdings of Alcoa stock. However, 
the Mellon interest in First Boston is entirely nonvoting, and there are no com- 
mon officers or directors between Alcoa and First Boston. The evidence refutes 
the proposition that anyone connected with Alcoa discussed the underwriting 
with Kaiser or First Boston and supports the conclusion that the latter company 
was brought into the transaction by Dean Witter & Co., a San Francisco invest- 
ment house, which Kaiser first approached. Nor does the evidence establish 
any improper relationship between the underwriting and the contracts Kaiser 
had previously entered into with Alcoa regarding bauxite or patents. The 
Government’s contentions in this regard are wholly without foundation. 

In closing I would like to make it clear that Alcoa is in complete 
agreement ‘with the feeling that the situation as to the supply of 
aluminum both for national defense and for civilian requirements 
deserves most careful and thorough consideration. We are glad to 
have this opportunity of providing this committee with whatever 
information we have which it feels may be helpful to it. I have not 
thought it necessary or desirable to take your time to recite detailed 
data and statistics for the industry. 

While I recognize the obviousness of it, I cannot refrain from 
pointing out that the first and basic requirement for a proper considera- 
tion of the aluminum problem is a sound analysis of the indispensable 
military requirements in the event of an all-out emergency and a real- 
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istic time schedule of how those requirements will build up. Pla, 
should be made in order to insure the availability not only of the r; 
aluminum but also the specific fabricated forms in which it wil] 
needed under such schedule. 

Short of an all-out emergency it should be our endeavor to proy 
a supply of aluminum sufficient for the needs of such civilian economy 
as can be maintained during the period ef partial industrial mobilizs 
tion as well as for the then military requirements. 

It is not realistic to assure that, with increasing military require. 
ments and consequent increasing industrial mobilization, the aluminum 
needs of the civilian economy can or should be maintained at as hiv 
a level as would otherwise be the case. Manpower and production 
facilities will impose limitations. 

Once aluminum requirements have been realistically determine 
we believe the aluminum industry will take the necessary steps to 
provide any needed additional capacity. 

I can, of course, speak only for the Aluminum Co. of America, but 
I assure this committee that, given the opportunity, Alcoa stands 
ready and willing to assume its share of the burden and responsibility 
of adequately serving the aluminum requirements of our country in 
war and in peace. 

Mr. Suears. At this point I would like to put in the record and 
not take the time to read it, a letter of December 23, 1941, from A. H. 
Bunker to W. S. Knudsen, and a letter dated December 26, 1941, from 
A. H. Bunker to Mr. W. L. Batt. 

(The letters referred to are as follows:) 

DECEMBER 23, 1941 
Memorandum 
To: W. 8. Knudsen. 
From: A. H. Bunker. 

On September 23, we recommended to the War Department the construction 
of two aluminum sheet mills, each with a capacity of producing 5,000,000 pounds 
of high-strength steel per month, one to be located at Troutdale, Oreg., and one to 
be located in Los Angeles. A reasonable estimate of the capacity of existing 
sheet mills is as follows: 

As the tendency increases to use thicker sheets, the capacity of these plants will 
naturally increase. Also, it is to be noted that the following table includes 

tevnolds Metals Co. at 5,000,000 pounds a month, which company at the present 
time is having great difficulty in producing, and it also includes other sheet mills 
almost entirely devoted to common alloy and unable to produce high-strengt! 
alloy sheets. Based upon present. thicknesses of sheet, capacity is probally 
between 60 and 70 thousand pounds a month and would be increased upon the 
completion of the two mills which we have recommended by 10,000,000 pou 
a month. 

Pounds per month 
Alcoa, Tennessee, west mill 4 _ g - cuce  Bee O00, 000 
Alcoa, Tennessee, north mill (new) _ — __. [ : 30, 000, 000 
Alcoa, Edgewater, N. J ? 5, 000, 000 
Alcoa, New Kensington, Pa_- ‘ - . 5, 000, 000 
Reynolds, Louisville, Ky., and Sheffield, Ala a3 E5 5, 000, 000 
Others, mostly common alloy _----- Biot 4, 000, 000 


Total, excluding Government-owned ___- ' RE Se 69, 000, 000 


Approximate annual rate a 830, 000, 000 
Add proposed new Government-owned mills i 120, 000, 000 


Total annual rate oe eA - . 950, 600, 0 


We have made very careful studies which show that a single mill with a capacit! 
of 10,000,000 pounds a month would cost between $10,000,000 and $14,000,000 
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less than two separate mills of 5,000,000 pounds each, and, if the mill were located 
at Los Angeles, would cost about $400,000 less per year to operate than the cperat- 
ing cost of two mills, We have repeatedly called this to the attention of the War 
Department and again during the last week, asking them whether they would con- 
sider combining these two mills into one. They have advised us repeatedly that 
unless there were some completely new factor not heretofore considered, they 
would not recommend one mill. This decision is based upon considerations of 
strategic importance of dividing this capacity. The above tables clearly indicate 
that out of 60,000,000 or 70,000,000 pounds capacity now existing, 50,000,000 
pounds are located at Alcoa, Tenn. Last week also the War Department advised 
us that, while they wanted two mills, they wished the Los Angeles mil! pushed back 
30 miles into the San Fernando valley. This we can readily accomplish as con- 
struction has not started. 

While I do not know the details of the Victory program, I would be inclined to 
believe that the result of such an increase in construction of aircraft would necessi- 
tate increasing each of the two mills we have recommended to 10,000,000 pounds 
a month capacity and the mills are consequently being designed so that they can 
be readily expanded to such capacity. 

We originally recommended that these mills be designed and constructed by 
either Mesta Machine Co. or United Engineering & Foundry Co. It developed 
that Mesta could not take on any more work for a year or two. United Engineering 
undertook to design the mills. However, after repeated conferences held at our 
suggestion between the engineers of the Aluminum Co. and United Engineering, it 
developed the only mill which United could produce was almost completely 
similar in character to the mill at Listerhill which United Co. constructed for 
Reynolds. We have felt that it would be very unwise to proceed to construct 
any more mills of this design. It is impossible to distinguish how much of the 
present trouble is due to mill design and how much to bad operation, but unfor- 
tunately the only example which we have at the moment is one of a mill producing 
very inefficiently small percentages of its estimated capacity in acceptable sheet. 

The conclusion that we could not afford to go forward with mills of United 
Co.’s design has made it necessary during the past week to request that the 
Aluminum Co. take over the design of these two mills. The Aluminum Co. has 
frankly pointed out to me, to the War Department, and to Defense Plant Corpora- 
tion, that, if they do design these mills, they will reveal the most important secrets 
which their company has, and that they should have in return therefore an under- 
standing that they will operate both mills and also have some lease or option to 
purchase the same. We have advised them that we would be agreeable to recom- 
mending them as operators for both mills, but that any options to purchase any 
aluminum facilities were unobtainable and there was nothing we could do in this 
matter. 

They then advanced the argument that they probably would be unable to 
furnish operating staffs for two mills, although it was pointed out to them that 
these mills would not be ready to operate for 15 months. In conversation with 
them today, I understand they have changed their opinion about their ability 
to provide operating staffs and admit that they could adequately staff two mills. 

It is quite natural that they should want only one mill because they look for- 
ward to purchasing the mill at the end of the emergency, feeling only that by so 
doing can they establish the protection and retain their operating secrets. It 
would be much more suitable for the Aluminum Co. to add to their present 
facilities only one mill. It would be less expensive and very much easier to handle 
in the future from an operating viewpoint. 

In a conference last week, the War Department stated to the Aluminum Co. that 
they would not reopen the question of combining the two mills into one mill, unless 
the Aluminum Co. in writing was willing to state they could not undertake the 
operation of two mills. I am sure the Aluminum Co. is quite unwilling to make 
such a written statement. 

The recommendation to place both mills on the west coast was originally made 
for several reasons, one that ample power was available in both the Northwest 
and in the Los Angeles district, each mill requiring about 35,000 kilowatts; also 
because over 500,000,000 pounds of ingot are to be produced on the west coast 
and we felt it wise to establish a balanced system with ingot production and fab- 
ricating facilities to match; further, we believe that the eventual program will 
require about 200,000,000 pounds a year of high-strength sheet at the west coast 
and a very large amount more in the Nebraska-Kansas-Oklahoma-Texas area 
which could be efficiently supplied from the west coast mills. 

Upon an ultimate basis, it would probably work out just as well to have one 
mill of 15,000,000 pounds per month capacity on the west coast which would take 
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care of requirements there, and the second mill possibly in the Omaha district 
if power were available. However, that would seem to require building initia||, 
plants with aggregate capacities of at least 20,000,000 pounds a month, instead of 
10,000,000 as planned. Otherwise ingot would have to be shipped east to thy 
suggested Omaha location and returned to the west coast. Fone a strategic 
viewpoint, I should imagine the War Department would prefer this, but it has not 
been suggested to them by this office, as it seemed undesirable from an operating 
viewpoint. 

From your conversation on the telephone tonight, it is apparent to me that Mr. 
Davis and Mr. Wilson have been putting pressure on Mr. Jones to combine these 
two mills into one mill. Mr. Husbands of DPC is entirely familiar with all of the 
above facts, likewise Mr. Edgar Lewis, of Judge Patterson’s office, has been kept 
fully informed at all times. To sum up, in my opinion, the question of two mills 
versus One mill is the question for the War Department to decide. It is admitted 
that one mill would be very much cheaper to build and very much cheaper to 
operate than two mills. I presume that one mill, if erected, would eventually have 
to be increased in a Victory program to a capacity of from 20,000,000 to 25.- 
000,000 pounds a month. The sheet-mill facilities would then present a picture of 
50,000,000 pounds capacity at one location, and 25,000,000 at another, with smal! 
capacities at New Kensington, Pa., and Edgewater, N. J., plus whatever the 

feynolds mill can be counted upon for. I can understand why the War Depart- 
ment regards this as a very vulnerable arrangement. 
A. H. Bunker. 


DeceMBER 26, 1941 
Memorandum. 
1C6i W.4s6 ett. 
From: A. H. Bunker. 


Mr. Knudsen requested me to write him a memorandum on the present status 
of sheet mills. I am attaching the same herewith. The reason for Mr. Knud- 
sen’s request was that Mr. Jesse Jones had just called him pursuant to the con- 
ference he had with Messrs. Davis and Wilson of the Aluminum Co. 

The Aluminum Co., of course, is trying to force the combination of two plants 
into one plant and obtain some options for the purchase hereof. They are frank 
in stating that the construction of two plants which they might not ecntrol is the 
greatest competitive threat to their corporation which has so far come out of this 
aluminum expansion. The fight is a serious one and we may all be drawn into 
it. So far many of the statements which have been made at Defense Plant Corp- 
oration by the Aluminum Co. are completely without foundation and misleading 
and, as repeated to me, are quite shocking. 

A. H. Bunker, 
Chief, Aluminum and Magnesium Branch. 


Mr. Wiison. May we have copies of those letters? 

Mr. SuHrars. You may see them now, if you wish to comment on 
them [handing documents to Mr. Wilson}. 

Mr. Wixson. I don’t think I care to make any particular comments 
I disagree with many parts of the letters. 

The Cuatrman. Mr. Wilson, I think you stated it would take you 
5 years to complete the Alaskan plant, is that correct? 

Mr. Witson. That is what we figure under a normal schedule 
Under a forced schedule | would expect we could shorten that period 
somewhat. I would hope we could shorten the period somewhat. 

The CuarrMan. Is it your opinion it would take longer than that for 
the Canadians to build their plant in British Columbia? 

Mr. Wixson. I would suppose they would be under a greater handi- 
cap with the British Columbia plant than we would with the proposed 
Alaska project. 

The CHarrMan. That would undoubtedly take longer than your 
plant in Alaska? 

Mr. Wixson. I think that is correct, Mr. Chairman. 

The CHarrman. Now, Mr. Wilson, does Alcoa own the Alcoa 
Exploration Co.? 
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Mr. Witson. Yes, it does. 

The CuartrMANn. That is a wholly owned subsidiary? 

Mr. Witson. That is correct. 

The CuarrmMan. That conducts explorations for raw materials? 

Mr. Witson. That is correct. 

The Cuarrman. And you have another subsidiary called the Alcoa 
Mining Ce., which owns mineral lands and also conducts bauxite 
mining operations? 

Mr. Wixson. Yes, sir. 

The CuHatrmMan. You have another subsidiary called the Alcoa 
Power Co., Ltd., which owns bonds and contracts for deferred pay- 
ments resulting from the sale of its hydroelectric power properties m 
Canada; is that correct? 

Mr. Witson. Yes, sir. 

The CuarrMan. Alcoa also owns the Alcoa Steamship Co., Inc.? 

Mr. Witson. Yes. 

The CuHarrman. That operates steamships transporting bauxite 
from Surinam, Dutch Guiana, to the United States? 

Mr. Witson. Yes, sir. 

The Cuarrman. Is the Alton & Southern Railroad a wholly owned 
subsidiary of Alcoa? 

Mr. Wison. Yes, it is, Mr. Chairman. 

The CuatrMan. That is a belt line and terminal railroad in East 
St. Louis, isn’t it? 

Mr. Witson. East St. Louis, IIl.; yes, sir. 

The CuarrMan. There is another subsidiary called the Aluminum 
Colors, Inc.? 

Mr. Witson. That is correct. All those that you mentioned are 
100 percent subsidiaries. 

The Caarrman. That owns patents relating to surface treatment of 
aluminum and licenses their use? 

Mr. Witson. That is correct. 

The CuarrmMan. You have the Aluminum Cooking Utensil Co.; is 
that correct? 

Mr. Witson. Yes, sir; a 100 percent subsidiary. 

Mr. Cuarrman. That is the one that uses the trade name of 
“Wearever”? 

Mr. Witson. That is correct. 

The CuarrMan. They make cooking utensils and like articles? 

Mr. Witson. That is correct. 

The CaarrmMan. You have another subsidiary called the Alumi- 
num Ore Co.? 

Mr. Witson. That is correct. That is a company which processes 
the bauxite into alumina. 

The CuarrMan. It also makes chemicals, does it not? 

Mr. Wixson. Some incidental chemicals; yes. 

The Cuarrman. You have the Aluminum Seal Co., Inc., which 
manufactures closures for bottles and jars? 

Mr. Witson. That is correct. 

The CHarrMANn. You also have another steamship company called 
the Pan-Ore Steamship Co.? 

Mr. Wixson. Yes, Mr. Chairman. 

The CuarrMan. That operates ships for the conveyance of bauxite 
also? 

-ser. 1, pt. 1——44 
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Mr. Wixtson. That is correct. It brings the bauxite from Brit; 
Guiana to Trinidad. 

The CuatrMan. You have a subsidiary called the Norse Caribbea: 
Agency; is that correct? 

Mr. Wixison. That is correct. 

The CHarRMAN. That is a steamship agency, I take it? 

Mr. Wiuson. Yes. 

The Cuarrman. You have a company called the Calhoun Develop- 
ment Co.? 

Mr. Wixison. That owns housing; ves. 

The Cuarrman. It owns, sells, and rents houses at Port Lavaca. 
Tex.? 

Mr. Wirson. That is correct. 

The CuarrmMan. You have another subsidiary called the Bauxite 

Northern Railway Co.? 

Mr. Witson. That is correct. 

The Cuarrman. In Arkansas? 

Mr. Witson. That is correct. It serves the bauxite mines. 

The CuarrMan. Do any of your competitors use that railroad in 
Arkansas? 

Mr. Witson. Yes, the Reynolds Co., now that they operate the 
Hurricane Creek plant, use the railroad. 

The CuarkMAN. You have another subsidiary called the Natahala 
Power & Light Co.? 

Mr. Wiison. That is right. That is the public utility company in 
western North Carolina. 

Mr. McCuttocna. Right there, that railroad company that was 
heretofore testified about, immediately prior to this, is that a common 
carrier? 

Mr. Witson. It is. All of these railroads are common carriers. 

The CHarrmMan. And you have the Lavaca Pipe Line Co., another 
subsidiary that operates a gas pipeline at Point Comfort, Tex.? 

Mr. Witson. That is correct. 

The CHarrMANn. To save time, if I asked you to look at this chart 
of companies owned wholly and partially by Aluminum Co. of America 
and asked you if that is substantially correct, we can save time b) 
putting it in the record. {Handing chart to Mr. Wilson.] 

Maybe you have another chart. That would save time, if you 
have. Have you another chart, Mr. Wilson? 

Mr. Wiison. No; I do not, Mr. Chairman. 

The CHarrMAN. This was in response to the interrogatory addressed 
to you by the court. 

Mr. Witson. This was as of October 31, 1948, and there have been 
a few changes since then. 

The CuHarrMan. Do you want to check that and make the changes? 
Your counsel can do that and give it to us later. 

Mr. Witson. This is, of course, not only a list of subsidiaries, but 
as the heading shows, it is companies in which Alcoa owned a partial 
or controlling interest. It was undoubtedly, at least I assume it was 
correct as of that date. There are some changes since then. 

The CuHarrMan. Do you want to check them over? 

Mr. Witson. If the chairman wishes us to. 

The CuarrMan. I think it is substantially correct. 
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Mr. Wiutson. I can, if you want, let this stand in the record as of 
October 31, 1948. 

The CHarrMAN. Yes; that is all right. 

In addition to those subsidiaries, and those companies in which you 
now have an interest in whole or in part, Alcoa owns 50 percent of the 
stock in the Magnesium Development Corp., does it not? 

Mr. Witson. Not any longer. 

The CHarrMan. You disposed of that interest? 

Mr. Witson. We disposed of that to the Alien Property Custodian. 

The CuarrMan. What interest does Alcoa have in the Alcas Cutlery 
Corp.? 

Mr. Witson. We have a 5l1-percent interest, I think it is. 

The Cuairman. You own 29 percent of the shares of the Aluminum 
Goods Manufacturing Co.? 

Mr. Witson. It is substantially that. I would not want to testify 
as to the exact amount. 

The CuarrMan. Do you own 47 percent in the American Lumber 
& Treating Co.? 

Mr. Witson. I think that is substantially correct. 

The CuHarrmMan. You own 40 percent of the Beco Corp., in Vene- 
zuela? 

Mr. Wixson. I believe that is correct. 

The Cuarrman. What is that corporation? 

Mr. Witson. That is a commercial mercantile corporation, with 
stores and distributing systems throughout Venezuela. We became 
interested in it because, in connection with our shipping operations 
we touch the Venezuelan ports and are interested in carrying south- 
bound freight to Venezuela. As a matter of fact, we obtained this 
interest in Beco through the request of our own State Department 
during the war. 

The Cuarrman. Do you own 27}, percent stock interest in the 
National Aluminate Corp.? 

Mr. Wixson. | believe it is substantially that. 

The CHarrMan. And a half interest in the Republic Carbon Co.? 

Mr. Witson. No; we now are the sole owner of the Republic Carbon 
Co. 

The CuarrMan. Do you own 40 percent of the shares of the Nor- 
wegian corporation named Skibsaktieselskapet Karaibien? 

Mr. Witson. Yes; we do. 

The Cuarrman. What does that company do? 

Mr. Wiuson. That is a shipping company. It owns ships under 
the Norwegian flag and charters them to us, mainly for service in the 
bauxite trade. 

The Cuairman. Is it related in any way, either through stockhold- 
ing or interlocking directors, with the Elektrokemisk cartel? 

Mr. Witson. Not to my knowledge. 

The CHairman. In addition, does Alcoa own 338,699 common 
share of the stock of the Niagara-Hudson Power Co.? 

Mr. Witson. I do not know the stockholding. I know we have 
a minor stockholding and that is shown on here as 3% percent. That 
is probably close to it, at least, if not accurate. 

The CuHarrman. What is the business of the Niagara-Hudson 
Power Co.? 
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Mr. Wriison. It is a public utility serving, I would say, the greater 
part of New York State, up-State New York, Albany and north. 

The CHarRMAN. Does Alcoa also own the St. Lawrence River 
Power Co.? 

Mr. Wirson. Yes, it does. That is a 100 percent subsidiary. 

The CHarrmMan. And that owns and operates a hydroelectric power 
station at Massena, N. Y.? 

Mr. Witson. That is correct. 

The Cuarrman. Does the St. Lawrence River Power Co. sell any 
power to other than subsidiaries of Alcoa? 

Mr. Wiison. Well, its sales are practically all made to Alcoa. It 
is one of our major power supplies, at our plant located at Massena, 
N. Y. It does exchange power with the Niagara-Hudson. Inci- 
dentally, you spoke of the Niagara-Hudson. The corporate name of 
that company has been changed and it is now the Niagara-Mohawk 
Corp. 

The CHarrMan. The St. Lawrence Power Co. sells to the Central 
New York Power Co., does it not? 

Mr. Witson. My impression is the Central New York Power Co. 
is no longer in existence. If it is not, in connection with certain cor- 
porate changes of the Niagara-Hudson Power Co., of which it was a 
subsidiary, those operations are all now in the name of the new cor- 
poration, the Niagara-Mohawk. I am not in a position to testify 
specifically to that. 

The CuHarrman. Did Alcoa have any interest in Central New 
York Power Co.? 

Mr. Wuson. I think that was a 100 percent subsidiary of formerly 
the Niagara-Hudson and now the Niagara-Mohawk, and we would 
have this same proportionate 3% percent interest in it, if that is right, 
as a subsidiary of the power company. 

The CHAarrMan. I understand. Now, does Alcoa own the alumina 
plants at East St. Louis, Ill., and Mobile, Ala.? 

Mr. Witson. The alumina plants; ves. 

The CHARMAN. Does it own the plants at Massena, N. Y.? 

Mr. Wrison. It does. 

The CHArRMAN. And the same at Alcoa, Tenn, 

Mr. Witson. That is correct. 

The CuarrMan. And Badin, N. C.? 

Mr. Witson. That plant in Badin, N. C., is in the name of our 
subsidiary, the Carolina Aluminum Co. Incidentally, the alumina 
plants at East St. Louis and Mobile are held by our subsidiary, the 
Aluminum Ore Co. 

The CuHarrmMan. You have reduction plants at Point Comfort, 
Tex., and Vancouver, Wash.? 

Mr. Witson. Yes, both owned by the parent company, Aluminum 
Co. of America. 

The CuarrmMan. Now, you have fabricating plants, have you not? 

Mr. Witson. We have. 

The CHArrMan. You have casting plants? 

Mr. Witson. That is correct. 

The CuarrmMan. You have them at Massena, Buffalo, and James- 
town, N. Y.; Bridgeport, Conn.; Edgewater and Garwood, N. J.; 
Cressona and New Kensington, Pa.; Cleveland and Chillicothe, Ohio; 
Detroit, Mich.; La Fayette and Richmond, Ind.; Chicago, IIl.; Alcoa, 
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Tenn.; Davenport, lowa; Los Angeles, Calif., and Vancouver, Wash.; 
is that substantially correct? 

Mr. Wixson. Yes, it is, Mr. Chairman. 

The Cuarrman. And you have a fluoride chemical plant at East 
St. Louis, Ill.? 

Mr. Wixson. Yes; that is, our subsidiary, the Aluminum Ore Co. 
has. 

The Cuarrman. And you have research laboratories located in 
Massena, N. Y.; New Kensington, Pa.; Cleveland, Ohio, and East St. 
Louis, Ill.? 

Mr. Witson. That is correct. 

(Chart No. 1, presented by Mr. Wilson, is herewith inserted.) 

Mr. SHears. Are you familiar with the terms of the December 12, 
1947, contract between your company and the Aluminum Import 
Corp.? 

Mr. Witson. I was at one time. 

Mr. Suuars. I will pass it up to you [handing document to Mr. 
Wilson]. I refer to the one marked in pencil, and I would like to ask 
you a few questions about that particular provision. 

Mr. Wixison. I think I have refreshed my recollection. 

Mr. Suears. Would you state whether it is the purpose of that 
provision to keep the price of Alcan’s pig and ingot in line with Alcoa’s 
price? 

Mr. Wixson. No, I don’t think it has anything to do with the price 
of Alean’s pig and ingot. It is merely, as a purchase contract, pur- 
chase on the part of Alcoa, from Alcan, as a supplier, that Alcan 
reserves the right to change their prices at any time, on 60 days’ notice, 
and if we didn’t want to take the remainder of the aluminum that had 
not yet been delivered under the contract, we could cancel. That 
was clause 2. 

Clause 3 provides that if such prices as they make are out of line 
with the prices that we have in the market before canceling we may 
negotiate with them in regard to an appropriate adjustment. 

Mr. Suears. If, as Mr. Davis testified, the price Alcan charges to 
Aleoa is the same price which Alcan charges Alcoa’s competitors, 
would this provision not give Alcoa the right to negotiate whenever 
Alean’s price is out of line with Alcoa’s price to its competitors and 
customers? 

Mr. Witson. Well, if I follow you I think the answer is ‘Yes.’ 

Mr. Suears. What determines your price? 

Mr. Witson. Well, as I explained this morning, our costs and our 
profits determine our price. 

Mr. Suears. Reading from table No. 10, answers to interrogatories, 
dated 1933 and 1949, page 123, it shows that in 1935, although your 
net cost at that time was 10.21, you reduced your price to 19 cents, 
while in 1938, when your cost was 9.21, 1 cent less, you increased 
your price to 20 cents, 1 cent more, and that was despite the fact that 
production rose from 109 million pounds to 286 between those 2 
years; in 1936, when your costs were 8.59 and your price was 19 cents 
as compared with 1939 when your costs were 8.54, your price again 
went up to 20 cents, despite the fact that your production increased 
from 224 million to 327 million pounds between those 2 years. 

Mr. Witson. Of course, to start with, Mr. Shears, you are quoting 
mill costs, which are only a portion of the company’s costs, with no 


’ 
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consideration of the research, administrative, sales, and all the othe: 
costs that have to be taken into consideration before there is any 
determination of profit. I haven’t much of any other comment to 
make. 

Mr. Suears. Normally speaking, doesn’t increased production 
lower prices? 

Mr. Witson. I don’t think increased production necessarily lowers 
costs; by that I mean a much lowered mill cost. It does give you a 
much bigger base over which to spread these costs of a general char- 
acter, administrative costs and research, and so forth, and that is 
exactly why the whole objective of Alcoa over the whole period of years 
has been to keep the price trend down, so as to broaden the market 
and why we are quite content today with the market broadened to th: 
extent that it is with a much less spread between mill cost, as an ex- 
ample, or complete costs and selling prices. 

Mr. SHears. Mr. Wilson, I would like to ask one question as a 
matter of curiosity. When a plant costs $70 million to build, and you 
have a 5-year amortization, theoretically at the end of 5 years its value 
is zero, but it stands on your books at that time at about 25 million 
is that correct? 

Mr. Witson. No; it would stand on our books at zero. In other 
words, we keep only one set of books, Mr. Shears, and it is the same 
set of books that the Internal Revenue examiners of our income tax 
acquiesce in, if | may use that expression. So that if we have taken 
deprecation or amortization on any facilities the book value of the 
facilities will show the net remaining value after such depreciation o1 
amortization. But that does not mean that the stockholders of the 
company have not made a substantial investment in that plant merely 
because it is on our books as zero, because they actually have, they 
have denied themselves otherwise of earnings, of profits, to accomplish 
that purpose. 

Mr. Suears. On the 70 million, would it be about 25 million? 

Mr. Witson. It will depend upon what the tex rate was during 
that period during which amortization was taken. At a 60-percent 
tax rate it would be $28 million on a $70 million plant 

The CuatrmMan. One other question, Mr. Wilson. 

Can you make aluminum in this country as cheaply and price it 
as cheaply as they can in Canada? 

Mr. Wixson. | regret to have to answer that “No,”’ Mr. Chairman, 
we can’t. They have several very real and substantial advantages 
over this country in their costs. 

Representative Witson. What are those? 

Mr. Witson. The primary one is the cost of their power. They 
have very cheap power and a great deal of it. Continuing oppor- 
tunities for more power. Furthermore, Canada labor rates are con- 
siderably below the labor rates in the United States. Those are the 
two dominating factors in the reasons for their lower cost. 

Mr. Hiuurnes. In your previous testimony you stated that you 
had been unable to obtain anv commitments for Bonneville Powe 
which would be necessary in developing facilities in the Northwest. 
We have had previous witnesses come before this subcommittee who 
have testified that they had firm commitments for power from 
Bonneville. 
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Would you mind telling us why it is that Alcoa was unable to 
obtain commitments for power from Bonneville? 

Mr. Witson. There is nothing I would like to be able to do better, 
Mr. Congressman. I cannot understand it. We have had requests 
in with Bonnevilie Power Authority for additional power at our 
Vancouver plant for 3% years and have been told that we are on the 
list, when it becomes available it will be made available to us. We 
specifically asked in connection with this expansion program for addi- 
tional power at Vancouver last October and have been told that they 
don’t have it. It is kind of difficult for me to understand how other 
people seem to be able to go out and then state they have definite 
commitments for that power. I do not understand it. 

Mr. Hixuines. You don’t know of any reason for the discrimination 
against Alcoa while power is granted by Bonneville to other aluminum- 
producing companies? 

Mr. Witson. I do not, and I am not saying that discrimination 
necessarily has existed. I do not know that these other people have 
these power commitments that they think they have. I am sure they 
are honest in thinking they have. But there may be some explana- 
tion to it that I am not familiar with. 

Mr. Hiuures. Is there, to your knowledge, any surplus power 
existing at the present time at Bonneville? 

Mr. Winson. Very definitely not. We are asked periodically to 
curtail our taking of contract power there because of inability to serve 
the district completely with power with the present generating facili- 
ties. So there is no question about it, the Northwest is short of 
power-generating capacity. 

Mr. Hiturnes. One other question on the subject of power. I have 
been particularly interested in the reaction of a number of witnesses 
before this committee on it. Do you think that there is any possi- 
bility that some of those people in this country who have been very 
staunch exponents of vast, large-scale developments of public power 
projects, may be particularly interested in, say, the aluminum industry 
expansion at the present time? Do you think that those people who 
have that desire in mind to build these huge public power projects 
may be particularly interested in seeing the aluminum industry 
expand so that such power projects could be forced? Can you follow 
my reasoning? 

Mr. Wiuson. I think I follow your question. I can’t look into 
the other person’s mind to the extent that I care to testify what is 
there. I might have my own opinion. 

Mr. Hirtuines. Do you think these public power projects are 
necessary for the expansion of the aluminum industry? 

Mr. Wiison. That is a question that is very difficult for me to 
answer. It has gotten to the point where I believe the right answer 
to that is “‘ Yes,”’ but there are several reasons why it has gotten to 
that point that the answer is “Yes.’”’ The aluminum industry until 
15 or 20 vears ago, and I recognize the chairman will call my attention 
to it if I don’t mention it, that that was Alcoa, as far as it being the 
only producer of aluminum, expected to make its own power require- 
ments available through its own efforts and through private financing, 
and that was the program on which we had operated until some 
15 years ago, and we would welcome the opportunity of operating on 


‘680 STUDY OF MONOPOLY POWER 


that program again, and I believe any sound member of industry 
would feel the same way. 

In other words, we were perfectly willing and expected to seek out 
potential hydroelectric sites and to engineer them and construct the 
power-generating facilities on which the aluminum production was 
based. But we are today, and not only the aluminum industry, 
practically all of industry, is denied that opportunity because potent ial 
power developments have been pretty well taken up, and there are 
still lots of them, they have been practically preempted by the Govern- 
ment. You take the development that still exists in the Northwest, 
and there are many of them, private industry couldn’t get the neces- 
“sary approvals to undertake them as a private development, they are 
preempted by the Government program in the Northwest, on the 
Columbia River and its tributaries. 

But there is one other very fundamental reason why an industry 
cannot risk going ahead with a major hydroelectric development in 
this country and that lies in the Federal Power Act. Now, none of us 
find any fault with the Federal Power Act as an expression of intent 
that the national resources of this country should be developed for 
the interest of the public at large and not for any selfish private inter- 
est. We have no difference of opinion there. It is in the administra- 
tion of the Federal Power Act, and I don’t there mean to point my 
finger at any particular Federal Power Commissioner, but the interpre- 
tation that they have made of the Federal Power Act is such that not 
only does it require a license to put a project on a stream that has any 
well, remote possibility of affecting navigation or floods; they stretch 
that pretty far, and every river flows into the sea and sooner or later 
has some navigation features in connection with it. It isn’t that that 
I personally object to, but it is the fact that one of the terms of license 
under which the project would be permitted is that the Government 
may recoup and take this project away from the developer of it in 
some period in the future, not greater than 50 years from the time of 
license. They may shorten that period. And they have developed a 
measuring stick for determining what they would pay the one who had 
developed that project at the end of that period, which is dependent, 
and very properly, upon the amount of profits that have arisen from 
the operation of that project. 

So that in theory, if the operator has made enough profits to wipe 
out and pay out his whole investment, the Government expects to 
take it over presumptively at the end of the license period for no 
payment to the original developer of it. Now, that is all right when 
those profits are determined as a result of rates being set by, for 
instance, a state public utility commission. They recognize that 
those rates were then appropriate and the profit that has been deter- 
mined as a result of sales of power at those rates is a proper measuring 

stick of the profits that have been accrued to that project. But in the 
event an industry makes this development, and utilizes that power, 
they say then that any rate thet has been set for thet power by that 
industry, particularly if it is a single company, or a parent and sub- 
sidiary or sister subsidiary, is not an arm’s s-length transaction and 
therefore does not properly determine what profits have accrued to 
this power development. So you have in the hazard that you never 
know, when you come to the end of this license period, whether the y 
can take this project away from you with no payment whatsoever, and 
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it makes an impossible situation for an industry to accept a license 
under the Federal Power Act. 

Mr. Hiuurnes. Then you would say that better administration of 
the presently existing Federal power facilities might be a factor which 
could help stimulate expansion of the aluminum industry and might 
help make it possible for more aluminum-producing companies to 
come into the field if this cheaper power were available to them by the 
Federal administration? 

Mr. Wixson. If that obstacle, or that question, that hazard, could 
be removed it would be that much more possible for someone to do 
it; yes. 

The CHatrmMan. Mr. Wilson, you have been very patient and very 
indulgent. You have been with us all day, and I know you must be 
tired. I want to say that you have been eminently fair in meeting 
the issues which have been presented. We may have disagreed with 
you but there are no wounds, I am sure. 

Mr. Witson. May I express to you, Mr. Chairman, and to the 
committee, my appreciation of the courtesies and the consideration 
that each of you have shown me. 

The CHarrman. I know you have given freely of your reactions and 
you have spoken without fear or favor, and that is what we always 
want. I want to tell you that I am very much impressed with your 
personality and with your thorough knowledge of this industry. 

Mr. Witson. There is a great deal to it I wish I knew better, Mr. 
Chairman. Thank you. 

The CaatrMan. Thank you very much. And I say thank you also 
to your aides. 

Now, the room will have to be cleared, because we have to hear from 
the representative of the Munitions Board. Subsequently, those who 
are interested in hearing the public testimony can return, in about 
half an hour, when we will hear the distinguished Delegate from 
Alaska, Mr. Bartlett. 

(Whereupon, the committee went into executive session, following 
which a recess was taken, to reconvene on Monday, Feb. 5, 1951, 
at 10 a. m.) 
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MONDAY, FEBRUARY 5, 1951 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON THE 
Srupy or Monopoty Power OF THE 
COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The special subcommittee met, pursuant to adjournment, at 10:10 
a. m., in room 346, Old House Office Building, Hon. Emanuel Celler 
(chairman) presiding. 

Present: Representatives Celler (chairman), Bryson, Wilson, Willis, 
Keating, McCulloch, Goodwin, and Hillings. 

Also present: Curtis Shears, counsel to the subcommittee. 

The CHarrMan. The meeting will come to order. 

We have the pleasure this morning of hearing the testimony of Dr. 
James Boyd, the Administrator of the Defense Minerals Administra- 
tion, and Director, as‘ well, of the Bureau of Mines of the Department 
of the Interior. 


STATEMENT OF JAMES BOYD, ADMINISTRATOR, DEFENSE 
MINERALS ADMINISTRATION 


Mr. Suears. Will you please identify yourself, Dr. Boyd? 

Mr. Boyp. My name is James Boyd. I am the Administrator of 
the Defense Minerals Administration, and Director of the Bureau of 
Mines, Department of the Interior. 

Mr. Suears. What are the responsibilities of the Defense Minerals 
Administration with respect to the aluminum expansion program? 

Mr. Boyp. The responsibilities of the Defense Minerals Adminis- 
tration with respect to the aluminum expansion program are to deter- 
mine the availability of raw material supplies, the capacity of existing 
processing plants to convert these raw materials into ingot, to receive 
from appropriate agencies the requirements for ingot aluminum, to 
plan for expansion of the various phases of raw material production 
and recommend projects to accomplish the required expansion. 
DMA’s authorities do not go beyond the recommending stage. 

Mr. Suears. On what dates did you hold discussions with Mr. 
William H. Harrison regarding the proposal of the Aluminum Co. of 
Canada to increase exports to the United States based on construction 
of the British Columbia project? 

Mr. Boyp. On December 28. 

Mr. Suears. What did Mr. Harrison tell you regarding the 
Canadian proposal? 

Mr. Boyp. Mr. Harrison handed me a sheet of paper which he told 
me had been given by Mr. C. D. Howe to Secretary Sawyer indicating 
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what Canada could do in the way of supplying aluminum to the 
United States if the United States should need it. This was a tabu- 
lation of Canadian yearly production of aluminum from existing 
capacity, capacity now under construction, and an estimate of when 
the two British Columbian proposals could be brought into production 
if they were undertaken. No commitments were made on either side 
This is confirmed by his letter of January 18 to Congressman Celler. 
(Harrison letter to Chairman Celler referred to is as follows.) 
DEPARTMENT OF COMMERCE, 
NATIONAL PropucTION AUTHORITY, 
Washington, January 18, 1951. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Drar ConGRESSMAN CELLER: In reply to your letter of January 16, I shall be 
very glad to be available to discuss with your committee any questions which may 
bein mind. It so happens I have an appointment to talk at a business luncheon in 
Baltimore on Monday, January 29, and would appreciate a change in the indicated 
date. 

As to the particular question raised in your letter as to negotiations by the 
United States Government with Aluminum Limited of Canada, I have no know!- 
edge of any such negotiations. 

Of interest and possibly bearing on the matter, a few weeks back Mr. C. D. 
Howe, Minister of Trade and Commerce, was here and raised with Secretary 
Sawyer and mvself question as to whether the United States might be interested 
in securing additional quantities of aluminum from Canada. Both the Secretary 
and I indicated to Mr. Howe that this country was now in short supply of alu- 
minum and needed any aluminum that might be available from Canada, especially 
during the years 1951 and 1952. The discussion with Mr. Howe was left on the 
basis that we were to analyze our requirements and advise him of the amount of 
aluminum desired from Canada over and above the quantities now indicated to be 


available to this country from Canadian sources. At that time consideration 
would, of course, be given to terms of procurement, etc. 
Sincerely yours, 


W. H. Harrison, Administrator. 


The Cuarrman. Dr. Boyd, you say that all that happened there 
was that you were handed a sheet of paper by Mr. Harrison? 

Mr. Boyp. Yes, sir. 

The CuarrmMan. And there was no discussion whatsoever? 

Mr. Boyp. He merely told me what had transpired between Mr. 
Howe and Mr. Sawyer and gave me that piece of paper, and asked me 
to see what that meant in terms of the expansion program. 

Mr. McCuttocu. Who is Mr. C. D. Howe? 

Mr. Boyp. He is Minister of Supply in Canada. I am not quite 
sure of the title, Mr. Congressman. I think it is supply and commerce. 

The CuarrMAN. Does the rest of your testimony go into the con- 
versations or the attitudes, or does it reflect anything that happened 
beyond what you have indicated? 

Mr. Boyp. No, sir; I think not. 

Mr. Suears. Did you receive any instructions from Mr. Harrison 
as to what to do with this piece of paper that was handed to you? 

Mr. Boyp. He asked me to review it in the light of the figures we 
had today. 

Mr. SHears. Did you understand from him that you were to put 
it in your supply chart? 

Mr. Boyp. No, sir. 

Mr. Suears. But you did put it in the supply chart? 

Mr. Boyp. No; I did not. 
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Mr. Suears. Who did—somebody in your organization? 

Mr. Boyp. I think you have information which was a planning 
document, and not in the supply figures. It was merely placed in a 
separate line as against supply to see w hat it meant in terms of present 
supply. It was not included in the supply figures. 

The Cuarrnman. What was the reason for your conference with Mr. 
Harrison? 

Mr. Boyp. We were talking about other matters at the time. I 
do not remember exactly what we were talking about, but this was 
one question that arose among other questions of supply we had. 

The CuarrmMan. In other words, he just more or less casually 
handed you this paper? 

Mr. Boyp. Yes, sir. 

The Cuatrman. And there was nothing beyond the mere handing 
of the paper that occurred at that interview? 

Mr. Boyp. Not to my recollection, not in regard to aluminum. 

The Cuarrman. Not in regard to what? 

Mr. Boypn. In regard to aluminum. We were discussing other 
matters. 

Mr. Suears. What was Mr. Harrison’s attitude toward accepting 
the Canadian proposal? 

Mr. Boyp. Mr. Harrison merely asked that the proposed schedule 
from Mr. Howe be taken into consideration in our planning. 

The Cuarrman. What was that proposed schedule from Mr. Howe? 

Mr. Boyp. It showed the annual availability of aluminum from the 
existing plants, from the plants they are now expanding in Canada, 
and when the two British Columbian proposals could be brought in 
if they were to be undertaken. 

The Cuarrman. Did that piece of paper contain anything concern- 
ing the needs for funds to enable them to build the new facilities? 

Mr. Boyp. None whatever. 

The Cnatrman. Did it contain anything resembling a purchase 
contract? 

Mr. Boyp. No, sir. 

The CuarrMan. The terms of such a contract? 

Mr. Boyp. No, sir; it merely listed the supply figures. 

Mr. McCouuuocn. Mr. Chairman, I would like to have an explana- 
tion of the phrase “that this schedule be taken into consideration in 
our planning.”” Would you explain that at some detail, please? 

Mr. Boyp. Naturally, Mr. Congressman, we are trying to balance 
our requirements and supply. Any time a proposal would come in 
to us, we would have to see what that meant in terms of supply in 
our requirement picture. In this particular case we happened to have 
a supply chart drawn up, and one of our staff placed those figures in 
a separate line beneath the supply figure. In that chart the time 
that the expansion could come in w ‘ould not meet. our requirements, 
and we did no more with it at that time. 

The Cuarrman. Dr. Boyd, was this the first tume you had ever 
heard about any proposal from the Canadian people? 

Mr. Boyp. I have known for some time, sir, they have had in mind 
the possibility of construction of alumina facilities in British Columbia. 
It has been discussed for many months. 

The CuarrMan. Was it discussed officially by you in the Depart- 
ment of the Interior? 
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Mr. Boyp. Never. 

The CuarkMan. Was any similar proposal made to you with the 
knowledge of any official of the Department of the Interior prio: 
thereto? 

Mr. Boyp. Never, no, sir. 

Mr. Suears. Did you not go to Canada with Jess Larson? 

Mr. Boyp. Yes, sir. 

Mr. SHears. Was not there a discussion on that date with the 
Canadians about the possibilities of British Columbia? 

Mr. Boyp. I do not remember discussing the possibilities. They 
merely mentioned at that time among other projects that was on 
they had in mind. 

The CHarrman. Then you did discuss the matter and knew about 
it before the date mentioned here—December 28? 

Mr. Boyp. Oh, yes, sir; we have known about it for many years 

The Crarrman. In this. visit that you paid to Canada with M: 
Larson, with reference to that visit had you discussed with anybod) 
the Canadian proposal about building new facilities? 

Mr. Boyp. Perhaps I had better try to get this straightened out 
Mr. Chairman. In thinking of aluminum expansion, of course, we 
have had to take into consideration and think about any plan that 
might have been proposed. We have known about the Canadian 
proposal for Canada for many years, but we have not entered into 
any discussions of doing anything about it with the Canadian Gov- 
ernment or the Canadian company. 

The CHarrMan. Why did you go to Canada with Mr. Larson? 

Mr. Boyp. To see what we could do to get more alumimum out of 
their existing facilities immediately. 

The CuHarrMan. That was existing aluminum facilities? 

Mr. Boyp. That is right. 

The Cuarrman. That had nothing to do with the erection of new 
facilities? 

Mr. Boyp No, sir; we did not discuss that at all. It was just a 
question of getting the aluminum immediately to meet the immediat: 
shortage down here. 

The CuarrMan. What was the date of that visit to Canada? 

Mr. Boyp. I cannot recall. 

The Cuarrman. Was it after December 28 or before? 

Mr. Boyp. It was before December 28. 

Mr. SHears. Was it around November 11, approximately? That 
s my recollection. 

Mr. Boyp. I am sorry. 

Mr. SHears. Was it about November 11? 

Mr. Boyp. I think so, yes, somewhere in there. 

Mr. Bryson. Was it before the offer by the Canadian people to 
supply aluminum to us? 

Mr. Boypb. No; it was subsequent to that, sir. You mean the early 
offer to supply a certain tonnage? 

Mr. Bryson. That is correct. 

Mr. Boyp. It was subsequent to that. 

Mr. Bryson. Which also was last fall? 

Mr. Boyp. That is right. 

Mr. Wrison. Did you make any progress in getting any aluminum 
from them? 
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Mr. Boyp. None at all. 

Mr: Wixson. Are they expanding now their present facilities? 

Mr. Boyp. It is my understanding they are expanding their present 
facilities in Canada. 

Mr. Witson. To what extent, do you know? 

Mr. Boyp. To the extent shown in the chart that they gave us, the 
figures which appear in the supply figure. 

Mr. Suears. You mean 30,000 tons? 

Mr. Boyp. It is a small amount against the present capacity. 

Mr. Suears. That is not Peribonka? 

Mr. Born. No, sir. 

The Cuarrman. That is not British Columbia? 

Mr. Boyp. No, sir. 

Mr. Bryson. There has been no activity on the British Columbia 
proposal as yet? 

Mr. Boro. Not that I know of, sir. 

Mr. Suears. The subcommittee has received from your office a 
statement of projected supply and requirements dated January 4, 
1951. I note in the explanatory language, “Proposed additional 
Canadian imports are currently under negotiation and are not included 
in the total supply.””. Who were engaged in the negotiations 
referred to? 

Mr. Boyp. The proposed additional Canadian import shown on 
the schedule dated January 4, 1951, referred merely to proposals 
that were submitted for consideration. The statement to which 
you refer in the explanatory text accompanying chart should have 
read “funder consideration” rather than “‘under negotiation.”’ Actu- 
ally there were no negotiations. The schedule of January 4 was 
simply a planning document prepared by a member of my staff and 
set up for the purpose of considering the Canadian proposal. 

Mr. Suears. It is your understanding that the Canadians are pre- 
pared to proceed with the British C olumbia project as an ordinary 
commercial development? 

Mr. Boyp. I have no knowledge of the Canadian plans for expan- 
sion as a commercial development. 

Mr. Suears. Is it your understanding that they will do so if we do 
not give them a purchase contract? 

Mr. Boyp. I do not know. 

Mr. SHears. Is it your understanding that they will require priori- 
ties for critical materials from the United States in order to build 
the project? 

Mr. Boyp. To my knowledge there has been no discussion regarding 
priorities for critical materials that might be required from the United 
States for any Canadian aluminum projects but it is obvious from the 
interdependence of Canada and the United States that if such a project 
were undertaken it would require material from this country. 

The CHarrmMan. On that score, have you any knowledge as to 
whether there is real and genuine reciprocity with reference to the 
supplying of critical materials on both sides of the border? 

Mr. Boyp. Yes, sir. The flow of components and parts back and 
forth across the border is a constant operation, Mr. Chairman. 

The Caarrman. Do the Canadians recognize our requests for priori- 
ties to the degree that we do theirs? 
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Mr. Boyp. I cannot speak as of the moment because I am not 
close enough to that picture, but during the last war we had almost 
complete integration. 

The CuatrMan. I do not mean the last war. I mean presently. 

Mr. Boyp. I could speak to that as I am not close enough to the 
priority system at the moment. 

‘Mr. Suears. Have you prepared a list of the critical materials or 
estimated amounts involved in this project as requested by this sub- 
committee? 

Mr. Boyp. After you had submitted this request, we went into a 
considerable study on it, but we do not vet have sufficient information 
regarding the details of the Canadian proposals to permit us to make 
even an approximate estimate of the amounts of critical materials 
that might be required for the British Columbia project. This 
project is unique in that it will require new housing, transportation, 
and other such services in addition to power and aluminum facilities 
to build in a region now uninhabited. Therefore, the requirements 
of materials cannot be estimated even approximately by analogy 
from those of other plants in the United States. 

The CHarrMan. Just give us, in your own language, even if not 
approximately, some idea, if you can, as to the amount of tonnage of 
steel and other such materials that would be required for this British 
Columbia project. 

Mr. Boyp. I regret that I just do not have those figures in mind, 
Mr. Chairman. 

The CuarrmMan. They would have to get a goodly portion of those 
critical materials from the United States; is that not so? 

Mr. Boyp. There is no question about that. 

The CuarkMAN. And that would include a vast tonnage of steel, 
would it not? 

Mr. Boyp. That is right. 

The Cuarrman. Which is in short supply here now at the present 
time, and I presume will be. And that would require a considerable 
supply of copper, would it not? 

Mr. Boyp. Yes, certainly. And power equipment also. 

The CHarrMAN. What other materials would be required that are 
now in short supply in this country? 

Mr. Boyp. It would be the equipment which would be the main 
question, such things as switch gear, generating machinery, and bus 
bars, and the steel to make buildings, and what not. 

The CHarrMan. That is copper bus bars? 

Mr. Boyp. Copper bus bars, if aluminum is not available. 

The CuargMan.. Would they have to convert silver for bus bars as 
they did in the last war? 

Mr. Born. That may be necessary again this time, to convert some 
silver to bus bars somewhere in the procedure. 

Mr. Chairman, I would be happy to give you an estimate of what 
it takes in the way of steel to build, say, an economic plant, say, 
three or four pot lines. We have that, but I do not happen to have 
that in mind. If you would care to have it, | would be glad to put it in. 

The Cuarrman. This British Columbia project at Kitimat, | 
understand, is over 600,000 tons, is it not? 

Mr. Boyp. That is right. We have no comparable plant down 


here. 
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The Cuarrman. That would be the largest aluminum plant in 
the world, then? 

Mr. Boyp. As far as I know. 

The CuarrmMan. And would be located in one spot? 

Mr. Boyp. Yes. 

Mr. SHears. Have you held discussions, formally or informally, 
with any officials or representatives of the Aluminum Co. of Canada 
or any of its affiliates with respect to proposed imports associated 
with the British Columbia project? What was the content of these 
discussions? 

Mr. Boyp. As you will notice, I combined the answer to that with 
the answer to the next question. 

Mr. Sears. And I combined both the questions together. 

Mr. Boyp. It refers back to the discussion the chairman mentioned 
a little while ago. In a meeting with the Aluminum Co. of Canada 
officials reported to you by Mr. Larson, the British Columbian project 
was mentioned in passing only. There have been no other contacts 
by me with the company. 

Mr. Suears. Are vou aware that the most recent loan by the 
British Government to the Aluminum Co. of Canada contains pro- 
visions permitting cancellation of a portion of the loan? 

Mr. Boyp. I have no authoritative information on the Aluminum 
Co. of Canada’s deals with the British Government. I know only 
what I have read in the newspapers. 

Mr. Suears. Are you aware that the loan by the British Govern- 
ment to the Aluminum Co. of Canada at the time of the Shipshaw 
project included a similar provision? 

Mr. Boyp. I am not. 

Mr. Sugars. You had considerable experience with the Munitions 
Board and the War Production Board during World War II, did you 
not? 

Mr. Boyp. Yes. 

Mr. Saears. What were your responsibilities at that time? 

Mr. Boyp. I entered on active duty with the Under Secretary of 
War in August of 1941 in that part of his office which constituted the 
Army side of the Munitions Board staff. 1 was identified with the 
section charged with the supply and requirements of metals and 
minerals, in the course of which we dealt with the Army technical 
services engaged in determining requirements and with OPM, later 
WPB, on the supply side. Later I was attached to the Office of the 
Director of Material of Army Service Forces, assisting him with his 
duties as claimant agent before WPB’s Requirements Committee. 
This entailed presenting the Army’s requirements for all raw materials. 

Mr. McCuttocu. Was that military service? 

Mr. Boyp. I was an officer in the Army, sir. 

Mr. Suears. Do you recall that during World War II the War 
Production Board experienced considerable difficulty in getting from 
the military agencies figures on aluminum requirements on which to 
base the aluminum expansion program? 

Mr. Boyp. Naturally, it was difficult for the military services to 
produce an accurate requirement figure for either aluminum or other 
materials. Until procurement programs were established and bills of 
material could be obtained from manufacturers, there was little basis 
for even a very rough guess as to total requirements. There had been 
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no experience for it. I was chairman of a joint committee of thio 
Munitions Board and WBP to agree on an estimate of requirements 
This was achieved early in 1942 and formed the basis for the expansion 
of that year. 

The CuHarrmMan. Dr. Boyd, you now confer with the Munitions 
Board, do you not, in your capacity as you have announced? 

Mr. Boyp. Yes, sir. 

The CuarrMan. Do you have frequent conferences with the repre- 
sentatives of the Munitions Board? 

Mr. Boyp. Yes, sir; we are in daily contact with them—our staff 
and perhaps myself. 

The CHArRMAN. Are you aware that the representatives of the 
Munitions Board testified before this committeee in camera recent] vy? 
Mr. Boyp. Yes, sir. . 

The CuarrmMan. Are you familiar as to what they testified? 

Mr. Boyp. Unfortunately, Mr. Chairman, I have not seen thai 
testimony. I have only seen the letters Mr. Seybold gave you, the 
six letters. 

The Cuarrman. Proceed, Mr. Shears. 

Mr. Sugars. Do the present arrangements assure any greater speed 
today in getting accurate figures from the military on aluminum 
requirements? If so, why? If not, why? Please explain in con- 
siderable detail. 

Mr. Boyp. I am sure that we are profiting by the experience of 
World War II in making estimates of requirements for aluminum and 
other critical materials. On the other hand, there are many complexi- 
ties in our present situation that transcend estimates of requirements 
We face the problem of how far our goal should exceed that set by 
present definitive estimates, since we know that the requirements for 
total mobilization will be much greater than those of the present 
emergency. 

Mr. Keatina. That does not seem responsive to the question 
whether present arrangements do assure greater speed in getting 
adequate figures from the military. What evidence is there they ar 
profiting from the experience in World War II? 

Mr. Boyp. I only know that with the estimates of aluminum that 
came out of World War II we are able to factor consumption of alumi- 
num against money authorizations. In other words, you can put a 
rough factor in there which will give you an estimate of requirements 
which we would not have had before World War I. In the meantime 
we have had the experience in setting up the kind of requirement 
mechanisms that contemplate requirements that I am sure Mr. Smal! 
is going—— 

Mr. Keatina. Do you do that? 

Mr. Boyp. Mr. Small does that in the Munitions Board, he and 
his technical services. 

Mr. Keartina. Do you think they have progressed farther in doing 
that then was evident during World War I? 

Mr. Boyp. I am sure they have; yes. We started working with 
requirement figures, 1 can remember, early in 1941 when I first came 
down here. They had done some work before that, the Munitions 
Board. It was not until well into 1942 we were able to work up a 
mechanism to get the requirements rapidly against the new program, 
and I am sure we are profiting from that experience today. 
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Mr. Witson. You mean World War II, do you not? 

Mr. Boyp. I beg your pardon. World War LI. 

Mr. Suears. How long, to your knowledge, has the Munitions 
Board been firming up or working on the more recent M-day require- 
ments? 

Mr. Boyp. I could not answer that. I do not know, sir. 

Mr. SuHears. Have you discussed those M-day requirements with 
the Munitions Board or their representatives? 

Mr. Boyp. The requirement was sent to this subcommittee last 
week. I have hardly had a chance to sit down and discuss it yet 
with Mr. Small. 

The CHarrman. Only last week you received the new basis for 
their calculations as to M-day? 

Mr. Boyp. That is right. I received them at the same time this 
subcommittee did. I got a copy of the figures they sent to you. 

The CHarrmMan. When you say ‘‘M-day,” you mean the present 
emergency or beyond the present emergency? 

Mr. Boyp. Beyond the present emergency. That would be full 
mobilization. 

The CuarrMan. That is not full war mobilization? 

Mr. Boyp. Yes, sir. 

The CuarrMan. It is full war mobilization? 

Mr. Boyp. That is right. 

The CuarrMan. That is different than the present emergency? 

Mr. Boyp. That is right. 

The Cuarrman. Which includes some mobilization? 

Mr. Boyp. That is right. 

The CuatrMan. Together with civilian demands? 

Mr. Boyp. Yes. 

Mr. Sears. Are you responsible for taking the military require- 
ments as given to you by the Munitions Board and recommending to 
the Secretary of the Interior the need for certification to the General 
Services Administration of the aluminum expansion program? 

Mr. Boyp. We are responsible for certification of the need of addi- 
tional aluminum expansion based on military requirements given by 
the Munitions Board, plus civilian and nonmilitary requirements as 
determined through cooperation with the National Production Au- 
thority. 

The CHarrMan. What are the latest orders as to the use of aluminum 
in civilian pursuits of the National Produetion Authority? 

Mr. Boyp. They will decrease the consumption of aluminum from 
the present levels of civilian consumption. 

The CuatrMan. To what? 

Mr. Boyp. I cannot—You mean the order that came out over the 
week end? 

The CuarrMan. That is right. 

Mr. Boyp. I have not seen any valuation of that vet. 

Mr. Keartina. It eliminates, does it not, the use of aluminum in 
some 200 categories? 

Mr. Boyp. That is my understanding. 

Mr. Bryson. For practical purposes all civilian aluminum has now 
been eliminated. 

Mr. Boyp. I am sorry, sir, I have not been into how the NPA 
order works out. I have not seen the details, 
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Mr. Keratina. That is not all. 

Mr. Boyp. Not quite, I would not say. 

Mr. Wixson. Two hundred uses. 

The Cuarrman. Am I correct also that the amount of aluminum 
which can be used in civilian. pursuits now can be only 40 percent or 
33% percent? 

Mr. Boyp. How is that? 

The CHarrMan. Of the total aluminum, that which can be used 
for civilian purposes is now 40 percent? 

Mr. Boyp. I am not sure of that figure, Mr. Chairman. I would 
assume it would be higher than that at the moment. There are a lot 
of very essential uses of aluminum I am sure have not been prohibited 
yet. That figure sounds pretty low to me. 

The CHarrMANn. Were not there orders issued by the National Pro- 
duction Authority with reference to progressive stages in the cutting 
down of aluminum? 

Mr. Boyp. That is right. 

The CHatrMANn. What are they? 

Mr. Boyp. I have no knowledge of them. I could not answer that 
question. 

Mr. Keating. Who determines that—the National Production 
Authority? 

Mr. Boyp. Yes, sir, they determine that. We give them the supply 
figure and they have the requirement figure, and they determine what 
the reduction in consumption will have to be, and where. It is not 
done by me. My job is to expand supply, not to distribute it. 

The CuarrMan. We will have put in the record at this point the 


orders of NPA with reference to the cutting down progressively of 
the use of aluminum for civilian purposes. 
(The documents referred to are as follows:) 


TitLeE 32A— NATIONAL DEFENSE, APPENDIX 
CHAPTER VI—NATIONAL PRODUCTION AUTHORITY, DEPARTMENT OF COMMERCE 
[NPA Order M-7, Amendment No. 1} 
USE OF ALUMINUM 


This amendment is found necessary and appropriate to promote the national 
defense and is issued pursuant to the Defense Production Act of 1950. In 1! 
formulation of this order, there has been consultation with industry representa- 
tives and consideration has been given to their recommendations. 

This amendment affects NPA Order M-—7, as amended February 1, 1951, as 
follows: 

[Section 6 is amended to add new paragraphs (c) and (d) and to redesignat: 
present (c), (d), and (e) as (e), (f), and (g), respeetively.] 

Section 6 (c). Commencing on July 1, 1951, no person shall use aluminum 
the manufacture or assembly of any item in attached List B: Provided, howev 
That any such item may be completed if it was in process of manufacture or 
assembly on or before April 30, 1951, and such completion is effected not later 
than June 30, 1951, and, Provided further, That windows of the non-residential 
type may be completed on or before June 30, 1951, regardless of when manufactur! 
or assembly is commenced if orders therefor were received by the manufacturer 
prior to February 20, 1951. 

(d) During each of the months of March, April, May, and June, 1951, no person 
may use in the manufacture or assembly of ducts and windows of residential type 
included in the attached List B a total quantity by weight of aluminum in excess 
of 65 percent of his average monthly use of aluminum in the manufacture or as 
sembly of such items during the base period. 

{Amend present (c) and redesignate as paragraph (e).] 
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(e) No person may use in construction any aluminum for any item ineluded in 
attached List A after May 31, 1951, or for any item contained in attached List 
B after June 30, 1951: Provided, however, That this prohibition will not apply to 
such use of aluminum for any such item if it was manufactured within the time 
limits specified in this section. 

This amendment shall take effect on February 21, 1951. 


NATIONAL PropuctTion AUTHORITY, 
[sEAL] MANLY FLEISCHMANN, Administrator. 


LIST B 


The use of the forms and products of aluminum defined in section 3 in the items 
listed below (excluding repair parts) is subject to the prohibitions in this order, 
except as Otherwise stated in this order: 

Ducts 
Windows, residential type 
Windows, non-residential type 


TirLe 32A—NatTIONAL DEFENSE, APPENDIX 
CHAPTER VI—NATIONAL PRODUCTION AUTHORITY, DEPARTMENT OF COMMERCE 
{NPA Order M-7, as Amended Feb. 1, 1951] 
USE OF ALUMINUM 


This order as amended is found necessary and appropriate to promote the 
national defense and is issued pursuant to the Defense Production Act of 1950. 
In the formulation of this order, there has been consultation with industry repre- 
sentatives, including trade association representatives, and consideration has been 
given to their recommendation. However, consultation with representatives of 
all trades and industries affected in advance of the issuance of this order as 
amended, has been rendered impracticable by the fact that the order affects a 
very substantial number of different trades and industries. 

This amendment affects NPA Order M-—7 as amended Dec. 1, 1950, as follows: 
It redesignates §§ 26.21 to 26.32 as sections 1 to 12; adds a new section 6 and 
redesignates sections 6 to 12 to be sections 7 to 13; and amends sections 2, 3, 4 
and 8. NPA Order M-7 as amended (including Directions 2 and 3, appearing 
herein as sections 22 and 23) reads as follows: 


ee 


Purpose and scope. 
Definitions. 
Aluminum forms and products to which this order applies. 
Application of order. 
Use of aluminum. 
Prohibited use of aluminum. 
Maintenance, repair, and operating supplies. 
Exceptions 
Inventories 
Applications for adjustment. 
. Records and reports. 
Communications. 
Violations. 


HI Doe onwe 


Directions 


Base period: applications for adjustment; December 1950 use. 

Base period: applications for adjustment; use during first calendar quarter of 1951. 

Application for adjustment—component parts 

AUTHORITY: Sections 1 to 23 issued under sec. 704, Pub. Law 774, 81st Cong. Interpret or apply sec. 101, 
Pub. Law 774, 8ist Cong.; sec. 101, E. O. 10161, Sept. 9, 1950, 15 F. R. 6105; sec. 2, E. O. 10200, Jan. 3, 1951, 
16 F. R. 61. 

Section 1. Purpese and scope. The purpose of this order is to describe how 
the aluminum remaining after allowing for the requirements of national defense 
may be distributed and used in the civilian economy. It is the policy of the 
National Production Authority that aluminum and articles made of aluminum, 
not required to fill rated orders, shall be distributed equitably through normal 
channels of distribution, and that due regard shall be given by suppliers to the 
needs of new and small business. 

Sec. 2. Definitions. As used in this order: 

(a) “Person” means any individual, corporation, partnership, association or 
any other organized group of persons and includes any agency of the United 
States or any other government. 

(b) “Base period” means the six months period ending June 30, 1950. 





694 STUDY OF MONOPOLY POWER 


(c) ‘‘Manufacture” means to put into process, machine, fabricate, or otherwis 
alter materials by physical or chemical means: Provided, however, That as applie 
to “Castings (foundry products as shipped by the producer)” specified in section 3 
the word ‘‘manufacture” will also mean the assembly of said items into component 
or end products. 

(d) “Maintenance” means the minimum upkeep necessary to continue a build 
ing, machine, piece of equipment or facility in sound working condition, a: 
“repair’’ means the restoration of a building, machine, piece of equipment or 
facility to sound working condition when the same has been rendered unsafe or 
unfit for service by wear and tear, damage, failure of parts or the like: Provided 
however, Neither maintenance nor repair includes the improvement of any suc 
item with material of a better kind, quality or design. 

(e) “Operating supplies” means any aluminum forms or products listed in 
section 3 which are normally carried by a person as operating supplies according 
to established accounting practice and are not included in his finished product 
except that materials included in such product which are normally chargeable to 
operating expense may be treated as operating supplies. j 

Sec. 3. Aluminum forms and products to which this order applies. The word 
“aluminum” as used in this order means only the following aluminum forms and 
products: 


, 


Rod and bar. 

Wire (under 36’) 

Cables (electrical transmission only) 

Rivets. 

Forgings and pressings (before machining). 

Impact extrusions. 

Castings (foundry products as shipped by the producer). 

Rolled structural shapes (angles, channels, zees, tees, etc.). 
Extruded shapes. 

Sheet (coiled and flat), plate, circles and blanks. 

Slugs. 

Plain coil foil. 

Tubing (extruded, drawn and roll formed). 

Tube blooms. 

Powder (including atomized, granular, flake, paste, and pigments). 
Ingot, pig, billets, slabs. , 
Purchased scrap. 

Sec. 4. Application of order. Subject to the exemptions stated in section & 
this order applies to all peisons who use any aluminum for purposes of manu- 
facture or construction, or for maintenance, repair, or operating supplies. It does 
not apply to persons (a) who produce aluminum in or convert it to the forms 
and products listed in section 3; or (b) who use aluminum in the production of 
other metals (including aluminized steel), or of metal alloys, the chief constituent 
of which is not aluminum, or of chemical salts of aluminum and compositions of 
aluminum used as a catalyst. 

Sec. 5. Use of aluminum. Subject to the exemptions stated in section 8, and 
unless specifically directed by the National Production Authority, no perso! 
shall use in manufacture or construction: 

(a) During December 1950, a quantity by weight of aluminum in excess of 100 
percent of his average monthly use of aluminum during the base period. 

(b) During the following months a total quantity by weight of aluminum in 
excess of the percentages specified with respect to each month of his average 
monthly use of aluminum during the base period: 

Percent 
January, 1951 8) 
February, 1951_. : ’ beau 40 
March, 1951-__-_- a [ tt wee: =a ze” 65 


Sec. 6. Prohibited uses of aluminum. (a) Commencing on April 1, 1951, alum 
num may not be used in the manufacture or assembly of any item included 
attached List A except as indicated therein; Provided, however, That any suc! 
item may be completed if it was in the process of manufacture or assembly on or 
before March 31, 1951, and such completion is effected not later than May : 
1951, and any item ineluded in List A which is completed not later than May 31 
1951, may be sold after that date. 

(b) During the following months no person may use in the manufacture or 
assembly of any item included in attached List A a total quantity by weigh! 
of aluminum in excess of the percentages specified with respect to each month 
his average monthly use of aluminum in the manufacture or assembly of suc! 
items during the base period: 


Percent 


February 1951 
March 1951- 
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(ce) No person may use in construction any aluminum for any item included 
in attached List A after May 31, 1951: Provided however, That this prohibition 
will not apply to such use of aluminum for any such item if it was manufactured 
within the time limits specified by this section. 

(d) Commencing on April 1, 1951, no person may use in the manufacture of 
any item, including components and parts therefor, a greater quantity or better 
grade of aluminum than is necessary for the functional operation of such item. 
Commencing on June 1, 1951, no person shall use any aluminum in the manufac- 
ture of any item to be used solely for decorative or ornamental purposes. 

e) The prohibitions of this section apply notwithstanding the provisions of 
NPA Reg. 2 with respect to the filling of rated orders, and are not affected by the 
provisions of paragraphs (a) or (c) of section 8. 

Sec. 7. Maintenance, repair, and operating supplies. Unless specifically di- 
rected by the National Production Authority, during the six months period com- 
mencing on December 1, 1950, and each six months period thereafter, no person 
shall use of maintenance, repair, and operating supplies a quantity by weight of 
aluminum in excess of the quantity of aluminum that he used for such purposes 
luring the base period. 

Sec. 8. Exemptions. (a) The use of aluminum required by any person to fill 
an order that is rated under the priorities system established by NPA Reg. 2 

15 F. R. 6911, 7185), or to meet any other mandatory order of the National Pro- 
duction Authority, is permitted in addition to the use of aluminum authorized by 
the provisions of sections 5 or 7. 

(b) Pending development of requirements for aluminum conductor (including 
transmission cable, wire, and bus bar) for the production, transmission, or distri- 
bution of electric energy, this subpart does not presently restrict the use of 
aluminum conductor, conductor accessories or pole hardware for such purposes, if 
these items are on hand or the suppliers have accepted orders for these items prior 
to November 13, 1950, for delivery prior to April 1, 1951. The use of other 
shapes and forms of aluminum listed in section 3 for the production, transmission, 
or distribution of electric energy remain subject to the restrictions of this order. 

(c) The provisions of sections 5 and 7 do not apply to persons who use less 
than 1,000 pounds of aluminum during any period of twelve consecutive months: 
Provided, however, That persons who by reason of the provisions of section 5 would 
be permitted to use less than 1,000 pounds during any period of twelve consecutive 
months may use during such period a quantity up to 1,000 pounds. 

(d) Commencing on February 1, 1951, the provisions of section 5 will not apply 
to.the use of aluminum in the manufacture of collapsible tubes as defined in 
NPA Order M-27. 

Sec. 9. Inventories. In addition to the provisions of NPA Reg. 1 (15 F. R. 
6253), relating to Inventory Control, it is considered that a more exact require- 
ment applying to users of aluminum is necessary. No person obtaining aluminum 
for use in manufacture or construction, or for maintenance, repair, or operating 
supplies, may receive or accept delivery of a quantity of aluminum if his inventory 
is, or by such receipt would become, in excess of that necessary to meet his deliver- 
ies or supply his services on the basis of his scheduled method and rate of operation 
pursuant to this subpart during the succeeding 60-day period, or in excess of a 
“practicable minimum working inventory”’ (as defined in NPA Reg. 1), whichever 
is less. For the purpose of this section, aluminum shapes and forms listed in 
section 3 in which only minor changes or alterations have been effected shall be 
included in inventory. NPA Reg. 1 will apply to aluminum except as modified 
by this section. 

Sec. 10. Application for adjustment. Any person affected by any provision of 
this order may file a request for adjustment or exception upon the ground that 
his business operation was commenced during or after the base period, or because 
anv provision otherwise works an undue and exceptional hardship upon him not 
suffered generally by others in the same trade or industry or its enforcement 
against him would not be in the interest of the national defense or in the public 
interest. Each request shall be in writing and shall set forth all pertinent facts 
and the nature of the relief sought, and shall state the justification therefor. 

Sec. 11. Records and reports. (a) Persons subject to this order shall preserve 
the records which they have maintained and will maintain of inventories, receipts, 
deliveries, and uses of aluminum forms and products commencing with January 
1, 1950. 

b) Persons subject to this order shall make records and submit such reports 
to the National Production Authority as it shall require, subject to the terms of 
the Federal Reports Act (P. L. 831, 77th Cong., 5 U. 8. C. 139-139-F). 
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All communications concerning this order shall b 
Authority. 


Washington 25, D. C., Ref 


Any person who ets A violates any provisions of this 


ational Production Authority or 


willfully conceals a material fact or furnishes false information in the course of 
operation under this order is guilty of a crime and upon conviction may be 


punished by fine or imprisonment or both. 


In addition, administrative action may 


be taken against any such person to suspend his privilege of making or receiving 


further 


deliveries of materials or using facilities under priority or allocation 


control and to deprive him of further priorities assistance. 


Note.—All reporting requirements of this order have t 


accordance with the Federal Reports Act of 1942. 


amended, shall 


1951. 


This order, as 
stated, on Feb. 1, 


{SEAL] 


NATIONAL 
MANLY 


List 


take 


wen approved by the Bureau of the Budget i 


effect, except as otherwise specifically 


AUTHORITY. 
Acting Administrator. 


PRODUCTION 
FLEISCHMANN, 


A 


(See section 6) 


The use of the forms and products of aluminum defined in section 3 in the 
items listed below (excluding repair parts) is subject to the prohibitions stated in 
this order, except as otherwise stated in this order or the list: 


Airfoil (tubing) for windmills 
Aluminum wool 
Andirons, screens, and fireplace fixtures 
Animal cages 
Animal training equipment 
Animal traps 
Applicators for moistening envelopes 
Arbors and trellises 
Architectural and other building ornamentation 
Ash trays 
Automobile hardware 
parts) 
Awnings 
Badges 
Balloon molds 
Bar rails 
Barber chairs 
Batons 
Bathtubs 
Beauty parlor equipment 
Beer equipment: all items 
Bells 
Beverage mixing and serving equipme nt, such as 
bottle coolers, cocktail shakers, ice buskets and 
pails, ice chippers and shavers 
Bicycles 
Bird and pet cages, 
and equipment. 
Blackboard frames and chalk troughs 
Roards: shampoo, tanning 
Book covers 
Book stacks 
Boxes, including match, cigarette, 
Brackets: light, shelf and wall 
Brooms and brushes (except industrial) 
Buckles, all types 
Buckets, household 
Burglar alarms 
Burial vaults and urns 
Buttons (except for work clothing where necessary 
to resist corrosion). 
‘abinets: kitchen, medicine and radiator 
‘alendars, calendar pads and parts 
‘ameras, amateur box type still picture, 
(except reflex) 
Jandle molds 
‘anes 
‘anopies 
‘ans, including ignition coil 
humidor 
Caps: chimney and vent flue 
Card tables 


and trim (except functional 


houses, aquariums, accessories 


typewriter ribbon 


fixed focus 


and motion picture 


Cards, greeting 
Carriages: baby, 

functional parts 
Cases: 

Cigar 

Film 

Radio, home type 

Soft drink 

Spectacle 

Vanity 
‘askets, 


luggage, strollers, scooters (except 


( and accessory devices 

Caster cups, wheel casters and glides 

Chicken crates 

Chutes: coal, package and waste 

Cigarette lighters 

Cleaning accessories, such 
pans and serubbing sets 

Clothespins 

Coasters 

Combs 

Containers, foil lined, shoe polish 

Coops, brooder, chicken, quail, etc. 

Copings 

Cornices 

( 

( 

( 

( 

( 


as carpet sweepers, dust 


‘rayon molds 
‘ups 

‘urtain, drapery, 
‘utlery handles 
‘uspidors 

Desk pads 

Dispensers, fixed or portable, 
straws, etc 

Dolls 

Domestic laundry 


and carpet hardware 


for soap, lotion, paper, 


such as tubs and 
boilers, washboards, drain board and tub covers 
clothes hampers, ironing boards and tables, ga 
ment stretchers and dryers, clothese drying frame 
and clothes line hardware 

Door chimes 

Doors, including, but not limited to: 
Coa 
Door frames 
Dumbwaiter 
Incinerator 
Screen 
Storm 

Draperies 

Dresser sets 

Emblems, medals (except religious), 
plates 

Fences, wire 


Flag poles, st 


accessories, 


crestings and 


inchions and sockets 
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Floor scrubbers 
Flower boxes, stands and pot holders 
Forms, concrete vault casting, wax 
Fountains 
Frames: 
Electric sign 
Level 
Pieture 
Frames, Window Screen 
Frozen fruit sticks 
Furniture 
Furniture, hardware (except functional parts) 
Games 
Garden tools and equipment 
Garment hooks, brackets, racks, rods, trees and 
hangers 
Giftware 
Gutters, leaders and downspouts 
Hair curlers 
Hand-tool handles 
Hedge clipping machine 
Highway markers, signals and signs 
Holders 
Brush 
Pen 
Soda fountain cup 
Horse shoes 
Hollow ware (tea sets, etc. 
Ice cream freezers for home use 
Jewelry, all types (except religious goods 
Kick plates 
Kitchen utensils and tools, and food processing 
equipment (except cooking and baking utensils 
Ladders and step stools (except industrial and fire 
Lawn and garden hose accessories, such as sprinklers, 
nozzles, couplings, clamps, menders, and reels 
Lawn mowers, seeders, rollers and tampers 
Ledger books 
Letter openers 
Lightning rods 
Luggage fittings, trim and hardware 
Machines: rowing, voting 
Mail boxes 
Maps and globes (world 
Marine construction: 
Boats: pleasure boats and fittings of all kinds 
Canoes 
Rowboats 
Sailboats 
Markers 
Grave 
License plates 
Price 
Tee 
Traffic 
Tree 
Medicine cabinets 
Memorials and tablets 
Mesh bags 


Metal lath 
Metal letters and numbers 
Mops 


Mouldings and trim 

Mud scrapers 

Nursing bottles 

Oil cloth, foil-covered 
Ornaments, Christmas tree 


Sec. 21. Base period; applications for 
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Packaging 
Containers for: 
Bath salt 
Cosmetic, except collapsible tubes 
Gift 
Powder 
Tube, for cigar 
Jars, beauty cream 
Shakers, talcum powder 
Foil for 
Capsules 
Cartons, liquor 
Florist 
Household 
Labels 
Over wraps (except food 
Wraps: gift, cosmetic, liquor 
Wine bottle 
Paper clips 
Plates: name, scuff (except instruction plates on 
equipment 
Playground equipment 
Pleasure boat fastenings, fittings and hardware 
Portable bleachers 
Push plates 
Roofing, residential type (including shingles 
Rulers 
Saddlery, and harness hard ware 
Screening (except insect wire ser 
Shoe heels 
Shovels, scoops, scr 
required for handling ct 
Siding (except industrial 
Signs, including advertising 
Smoke rs’ accessories 
Soap dishes 
Souvenirs and novelties, advertising specialt 
Spandrels 
Spools: wire, adhesive tape 





Sporting goods, all kinds (except commercial fishery 
goods 
Spray guns (except paint spraying equipment and 


agricultural sprays 
Spurs, climbing 


Statuary (except religious and artist 
Stencils 
Store fronts (except glass holding n hore 


Stovepipe 

Tent pole s, frames and peg 

Thermostatic containers (except shoulders and cups 
on vacuum bottles of one quart and under size 

Toilet seats and covers 

Tokens (except where necessary for electrical opera- 
tion 

Tombstones 

Tooth brush and tumbler holders 

Towel bars 

Toys 

Tricycles and other children’s vehicles 

Umbrellas and parasols 

Venetian blinds, fittings and accessories 

Vending machines (except functional parts 

Wastebaskets 

Wheelbarrows (except as required for handling 
chemicals 

Whistles 

Windows, storm (except sash slides 


adjustment; December 1950 use. (a) 


Section 5 (a) of the regulation states, among other things, that no person shall 
use in manufacture (as defined) or construction ‘during December 1950 a quan- 


tity by weight of aluminum in excess of 


during the base period.”’ 
(b) ‘Base period” is defined by § 
1950. 


100 percent of his average monthly use 


2 (b) as the six months period ending June 30, 


(c) Section 10 states, in part, that “‘any person affected by any provision of 


this order may file a request for adjustment or e 


eption upon the ground that 


his business operation was commenced during or after the base period, or be- 
cause any provision otherwise works an undue and exceptional hards hip upon 
him not suffered gene ‘rally by others in the same trade or industry #4 

(d) A number of requests for adjustment have been filed with the National 


Production Authority upon the ground that the applicants’ business operations 
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were commenced during or after the base period, or that the application of the base 
period to the applicants’ business operations otherwise caused undue hardship 
upon the applicants not suffered generally by others in the same trade or bu: 
ness. Since many of these applications present common problems, this directi 
will constitute a determination of adjustment with respect to the limitati 
stated in section 5 (a) to the classes of cases described below, whether or not a; 
plications for adjustment have been filed with the National Production Author 
under section 10. This determination is subject, however, to the conditions stat: 
in paragraph (e) of this section. 

(e) (1) Cases in which it is claimed that the base period specified in sections 
1 to 13,-inelusive, is inapplicable because: (i) The applicants commenced ney 
business operations during or after the base period; (ii) although the app 
cants’ business operations were commenced prior to the base period, the a; 
plicants produced or manufactured a new product during or after the base period 
or (iii) the applicants brought additional productive or manufacturing capacit 
into operation during or after the base period. 

(i) Direction. In any such case the applicant may apply as a measure of his 
permitted use of aluminum during December 1950, his average monthly us 
during October and November 1950. 

(ii) Illustration 1. The X Company, a newly organized company, commence 
its operations on March 15, 1950. This company will be permitted to use i 
manufacture or construction during December 1950 a quantity by weight of 
aluminum not in excess of 100 percent of his average monthly use of aluminu: 
during October and November 1950. 

(iii) Illustration 2. The Y Company had been engaged in the manufacture of 
several products incorporating aluminum. Subsequent to June 30, 1950, this 
company manufactured and marketed an additional line of products, requiring 
aluminum, not previously manufactured by it. The rule stated in Illustration | 
above applies to the use of aluminum during December 1950 in the manufac- 
ture of the new line of products. However, the limitation stated in section 5 
(a) applies to the use of aluminum in manufacturing the company’s other products 

(iv) Illustration 2. During August 1950, the A Company commenced opera- 
tions for the first time in a new, additional plant. The A Company may use 
the months of October and November 1950 as the base period for the new pla 
whereas the base period specified in sections 1 to 13, inclusive, will apply to the 
operation of its original manufacturing facilities. 

(2) Cases in which it is claimed that the base period specified in the order is 
inapplicable because of changes made during or after the base period in the cd 
sign, specifications or operating features of certain of its products, and wher 
these changes required the use of substantially larger quantities of aluminu: 
to maintain the same unit output than were required during the base peri 
specified in sections 1 to 13, inclusive. 

(i) Direction. In any such ease, the applicant may apply as a measure of his 
permitted use of aluminum during December 1950, his average monthly us 
during October and November 1950. 

(ii) Illustration 1. During June 1950 the B Company redesigned a machine, its 
sole product, which it had manufactured and marketed for a number of years ai 
its plant was retooled for its production. In order to conserve weight, aluminu! 
was substituted for steel in various elements resulting in a 30 percent increas 
in the quantity of aluminum required for the manufacture of the machine. The b 
Company will be permitted to use in manufacture during December 1950 a 
quantity by weight of aluminum not in excess of 100 percent of its averag: 
monthly use of aluminum during October and November 1950. 

(3) Cases in which it is claimed that the applicants’ operations were substan- 
tially interrupted during the base period. 

(i) Direction. In any such case in which production or manufacturing 0} 
erations were shut down or suspended for more than 15 consecutive calenda 
days, the applicant in determining his base period may exclude from the bas 
period specified in sections 1 to 13, inclusive, the month or months in which shut- 
down or suspension existed. 

(ii) Jllustration 1. The C Company was shut down from February 16 throug 
March 5, 1950. Its base period will comprise the months of January, April, 
May and June 1950. 

(4) Cases in which it is claimed that operations during December 1950 cann 
be fairly measured by the base period specified in sections 1 to 13, inclusis 
because of seasonal fluctuations which will result in a substantially higher lev: 
of operations during December than the average rate of operations during t! 
first six months of 1950, 
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(i) Direction. In any such case, in order to allow for the seasonal factor, the 
following formula may be applied: The ratio between the total quantity of 
aluminum used during December of the years 1947, 1948 and 1949, and the total 
quantity of aluminum used during the first six months of said years. Such 
ratio may be applied to the total quantity of aluminum used in the first six 
months of 1950 to determine the quantity that may be used during December 
1950. 

(ii) Illustration 1. By reason of a seasonal demand for its products, the E 
Company normally schedules its manufacturing operations during December 
at a rate substantially higher than the average monthly rate that prevailed 
during the first six months of the year, The ratio between the total quantity 
of aluminum used in the products manufactured by the E Company during 
December 1947, 1948, and 1949 and the total quantity of aluminum used during 
the first six months of these years is 20 percent. Accordingl*, the company 
may use during December 1950 20 percent of the total quantity of aluminum 
used by it during the first six months of 1950. 

f) The above determinations of adjustment with respect to the classes of 
cases described are subject to the following conditions: (1) That every person 
relying on any such determination will promptly after December 1, 1950 prepare 
a detailed written record of the facts relating to the application of the determina- 
tion to his Gperations and preserve same; (2) that a copy of such record will be 
promptly transmitted to the National Production Authority upon its request; 
and (3) that such record and all other records relating to production or manufac- 
ture and the use of aluminum forms and products listed in section 3 during 1950, 
and 1947, 1948, and 1949 to the extent applicable, will be made available at his 
usual place of business for inspection and audit by duly authorized representatives 
of the National Production Authority. 

Sec. 22. Base period; applications for adjustment; use during first calendar 
quarter of 1951. (a) (1) Section 5 (b) states, among other things, that no person 
shall use in manufacture (as defined) or construction ‘‘during the following months 
a total quantity by weight of aluminum in excess of the percentages specified with 
respect to each month of his average monthly use of aluminum during the base 
period: Percent 
January 1951__- ss plan Seka sa Bi re a ach SS aa 


February 1951_- . ; : : es 
i | a he Ee ENS { : 65” 


(2) ‘Base period”’ is defined by section 2 (b) as the 6 months’ period ending 
June 30, 1950. 

(8) Section 10 states, in part, that “‘any person affected by any provision of 
this order may file a request for adjustment or exception upon the ground that 
his business operation was commenced during or after the base period, or because 
any provision otherwise works an undue and exceptional hardship upon him not 


suffered generally by others in the same trade or industry.’ 

4) A number of requests for adjustment have been filed with the National 
Production Authority upon the ground that the applicants’ business operations 
were commenced during or after the base period, or that the application of the 
base period to the applicants’ business operations otherwise caused undue hard- 
ship upon the applicants not suffered generally by others in the same trade or 
business. Since many of these applications present common problems, this 
direction will constitute a determination of adjustment with respect to the limita 
tion stated in section 5 (b) to the classes of cases described below, whether or net 
applications for adjustment have been filed with the National Production Author- 
itv under section 10. This determination is subject, however, to the conditions 
hereinafter stated. 

(i) Cases in which it is claimed that the base period specified in the order is 
inapplicable because: (1) The applicants commenced new business operations 
during or after the base period; or (2) although the applicants’ business operations 
were commenced prior to the base period, the applicants produced or manufac- 
tured a new product during or after the base period. 

(a) Direction. In any such case the applicant may apply as a measure of his 
permitted use of aluminum during the first quarter of 1951 as specified in the 
percentage limitations stated in section 5 (b), his average monthly use during 
October and November 1950. 

(b) Illustration 1. The X Company, a newly organized company, commenced 
its operations on March 15, 1950. This company will be permitted to use in 
manufacture or construction during the following months a total quantity by 
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weight of aluminum not in excess of the percentages specified with respect to 
each month of his average monthly use of aluminum during October and November 
1950: 

Percent 
January 1951__-__- 
February 1951-_ __- seb IE A 
March 1951_ Se a teak ot Seite a orien sett (GE 


(c) Illustration 2. The Y company had been engaged in the manufacture of 
several products incorporating aluminum. Subsequent to June 30, 1950, this 
company manufactured and marketed an additional line of products, requiring 
aluminum, not previously manufactured by it. The rule stated in Illustration | 
above applies to the use of aluminum during the first quarter of 1951 in the 
manufacture of,the new line of products. However, the limitation stated in sec- 
tion 5 (b) as amended, applies to the use of aluminum in manufacturing the 
company’s other products. 

(ii) Cases in which it is claimed that the base period specified in the order is 
inapplicable because of changes made during or after the base period in the 
design, specifications, or operating features of certain of its products, and where 
these changes required the use of substantially larger quantities of aluminum to 
maintain the same unit output than were required during the base period specified 
in the order. 

(a) Direction. In any such ease, the applicant may apply as a measure of his 
permitted use of aluminum during the following months a quantity by weight 
of aluminum not in excess of the following percentages specified with respect to 
each month of the quantity of alaminum that he would have used on an average 
monthly basis during the base period if during said period his products had been 
manufactured in accordance with the changed design, specifications or operating 
features: 

Percent 
January 1951_ .-_-_- 
February 1951 


its sole product, which it had manufactured and marketed for a number of vears 
and its plant was retooled for its production. In order to conserve wieght, 
aluminum was substituted for steel in various elerfents of the machine. In 
manufacturing this machine during the base period and prior to its redesign, 2 
lbs. of aluminum had been required for each machine whereas each machine as 
redesigned required 3 lbs. of aluminum. The averge monthly use of aluminum by 
A Company for this purpose during the base period was 1,000 lbs. During Janu- 
ary 1951, the A Company will be permitted to use in manufacture a quantity by 
weight of aluminum not in excess of 80 percent of 1,500 Ibs. of aluminum. 

(iii) Cases in which it is claimed that the applicants’ operations were substan- 
tially interrupted during the base period. 

(a) Direction. In any such case in which production or manufacturing opera- 
tions were shut down or suspended for more than 15 consecutive calendar days, the 
applicant in determining his base period may exclude from the base period specified 
in the order the month or months in which the shutdown or suspension existed. 

(b) Illustration 1. The B Company was shut down from February 16 through 
March 5, 1950. Its base period will comprise the months of January, April, May, 
and June 1950. 

(b) (1) The above determinations of adjustment with respect to the classes of 
eases described are subject to the following conditions: (i) That every person 
relying on any such determination will promptly after January 1, 1951, prepare 
a detailed written record of the facts relating to the application of the determi- 
nation to his operations which will be signed by such person or by an authorized 
officer or representative, and preserve same, such record to include (a) use permit- 
ted under the order as amended, of the aluminum forms and products listed in 
section 3 during the first quarter of 1951, (6) permitted use of such forms and prod- 
ucts during said quarter under this section and (c) basis of computation; and (ii 
that such record shall be retained for at least two years and will be made available 
at his usual place of business for inspection and audit by duly authorized repre- 
sentatives of the National Production Authority. 

(2) The National Production Authority reserves the right to modify or revoke 
adjustments made pursuant to this section. Any person affected by such a 
modification or revocation will be notified in writing of the nature of the action 
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taken and the reasons therefor. Such actions will be effective upon such date or 
dates subsequent to the date of the notification as are specified therein. 

Sec. 23. Application for adjustment—component parts. (a) (1) Section 5 (b) 
states, among other things, that no person shall use in manufacture (as defined) 
or construction during March 1951, a total quantity by weight of aluminum in 
excess of 65 percent of his average monthly use of aluminum during the base 
period. The base period is defined by section 2 (b) as the six months’ period 
ending on June 30, 1950. 

(2) Section 10 states, in part, that ‘‘any person affected by any provision of 
this order may file a request for adjustment or exception upon the ground that his 
business operation was commenced during or after the base period, or because 
any provision otherwise works an undue and exceptional hardship upon him not 
suffered generally by others in the same trade or industry.” 

(3) A number of requests for adjustment have been filed with the National 
Production Authority on the ground that the permitted use of aluminum in 
March 1951, for the manufacture of certain component parts requiring relatively 
small amounts of aluminum will unduly curtail the production of the end products 
for which these components are designed and would not be in the public interest, 
The following direction will constitute a determination of adjustment with respect 
to the limitation stated in section 5 (b) to the manufacture of component parts 
hereinafter described whether or not applications for adjustment have been filed 
with the National Production Authority. 

(b) Direction: Any person who manufactures any component parts made 
wholly or partly of aluminum may use a total quantity by weight of aluminum in 
the manufacture of such component parts during March 1951 not in excess of 75 
percent of his average monthly use of aluminum for this purpose during the base 
period: Provided, That (1) such component parts serve a functional purpose in the 
end product; (2) it is not practicable to substitute another material for aluminum 
before or during March 1951; (3) the total weight of the aluminum in such com- 
ponent parts in the end product is less than 1 percent of the total weight of the 
end product; and (4) the manufacturer of such component parts obtains a signed 
certification from the manufacturer or assembler of the end product evidencing 
the facts set forth in subparagraphs (1), (2), and (38) of this paragraph. 

(c) (1) The above determination of adjustment is subject to the following 
conditions: (i) That every person relying on such determination shall on or before 
April 1, 1951, prepare a detailed written record of the facts relating to the appli- 
cation of the determination to his operations which will be signed by such person 
or by an authorized officer or representative; and (ii) that such record will be 
retained for at least two years and will be made available at his usual place of 
business for inspection and audit by duly authorized representatives of the Na- 
tional Production Authority. 

(2) The National Production Authority reserves the right to modify or revoke 
adjustments made pursuant to this section. Any person affected by such a 
modification or revocation will be notified in writing of the nature of the action 
taken and the reasons therefor. Such action will be effective upon such date or 
dates subsequent to the date of notification as are specified therein. 

Mr. Keatinc. You do not determine the civilian and nonmilitary 
requirements in your Department? 

Mr. Boyp. No, sir; we do not. 

Mr. Keatine. You are a channel for the information going from the 
Munitions Board to somebody else, to NPA? 

Mr. Boyp. At the moment NPA is gathering all the requirements 
from the Munitions Board and working up their civilian requirements. 
They put those together, the total requirement, and then we get that 
from them in planning the supply expansion. We would not set a 
staff to scrutinize and collect requirements when they have one at the 
NPA doing it. Of course, we work very closely with them, but they 
do the job over there. 

Mr. Keatina. Do you have to do only with determining the need of 
additional aluminum expansion? 

Mr. Boyp. Yes, sir; against the requirements given to us by the 
National Production Authority. 
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Mr. Keatine. The NPA does not do that? 

Mr. Boyp. Does not do what? I beg your pardon. 

Mr. Keatine. Does not determine the need for additional aluminun 
expansion. 

Mr. Boyp. It is up to me to do that. 

The Cuarrman. You have not got final authority. You have to 
get approval from Mr. Harrison? 

Mr. Boyp. As I said in the beginning, we make recommendation as 
to expansion and as to who should be expanded, and send the recom. 
mendation to Mr. Harrison’s office. 

The Cuarrman. So he has the power of veto over what you ma\ 
recommend? | 

Mr. Boyp. That is quite right. 

Mr. Keatinc. You do it yourself; it does not go to the Secretar) 
of the Interior? 

Mr. Boyp. Yes, sir. My channel is through the Secretary of 
the Interior. I respresent him when I discuss these things with 
Mr. Harrison. 

Mr. KeatinG. Does he have the say or does NPA have the sa\ 
on whether there should be an expansion of aluminum production? 

Mr. Boyp. We take the best requirement figure that we can obtain 
and balance it against the known supply to determine the gap. On 
this basis, we recommend expansion of the industry. In making this 
recommendation I am speaking for the Secretary of the Interior. | 
would probably discuss it with him before I would make such a recom- 
mendation. That recommendation would go, not to the NPA, but 
to the Defense Production Authority and Mr. Harrison. He would 
then approve our recommendation or reject it. 

Mr. Keratina. Is NPA in the Defense Production Authority? 

Mr. Boyp. I see what you mean, sir. 

Mr. Keatinc. What I mean, in simple language, is how many of 
these agencies are there trying to reach an answer. Is there any 
reason why the Munitions Board cannot go directly to NPA and have 
them get the answer and eliminate you and your shop entirely? 

Mr. Boyp. If you did that—— 

Mr. Keatina. Please do not take that as any personal reflection. 
I am trying to see whether there are too many channels here through 
which these various decisions have to go to reach a final conclusion. 

Mr. Boyp. I appreciate it is a little difficult to see that, and per- 
haps I could spend a minute and try to explain it. We have a large: 
job, as I am quite sure you realize. The Munitions Board have the 
job of determining what the military needs require, and the job to 
determine the requirements for materials among other duties that 
they have. That is quite a sizable job in itself. The National Pro- 
duction Authority is responsible for the distribution of supplies, and 
channeling of materials into industry. We in Interior have a sub- 
stantial technical staff on the production of raw materials. So if the 
Munitions Board were to make the decision on its own, it would hav: 
to have our staff of technical people to determine what the true suppl) 
was, it would have to have the staff on the flow of materials into in- 
dustry that NPA has, to come to those particular decisions. Thes 
areas are very well defined. 

Mr. Keatine. Why not put them tegether? 
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Mr. Boyp. They are under the direction and coordination of Mr. 
Harrison in the Defense Production Authority, and we all four sit 
down together once a week to talk these things over and coordinate 
them. 

Mr. Keatina. Does he coordinate the activities among others with 
the Secretary of the Interior? 

Mr. Boyp. Yes, sir. He coordinates all the defense activities in 
the Government—the defense production activities of the Govern- 
ment. 

Mr. Keatina. None of these staffs in these various agencies are 
duplicating efforts, they are all charged with different responsibilities? 

Mr. Boyn. Yes, sir; that is right; and we have to work in very 
close relationship. 

The CHatrman. Go ahead. 

Mr. Suears. Are you expected to accept the figures from the 
Munitions Board or is it your responsibility to question them? 

Mr. Boyp. We would only question the figures in terms of feasi- 
bility—whether it would be possible to comply with those requirements 
in the expansion program. We do not go behind the calculation of 
the requirements. Does that answer your question? 

Mr. Suears. Yes. 

Do you believe that the latest requirements contained in the sta- 
tistical sheet dated January 4 which your office has submitted to this 
subcommittee are too large or too small? 

Mr. Boyp. The military requirements given on our schedule dated 
January 4 have been superseded by new figures for the requirements 
for fiscal year 1951, which are considerably lower than those shown 
on the schedule of January 4. It is my understanding that even these 
later estimates are tentative and subject to revision about March 1. 

Since that was written we have received these letters from the 
Munitions Board which this committee has, and I have not had an 
opportunity to review them in that light. 

Mr. Hixtuines. Dr. Boyd, as we have just mentioned, over the week 
end there was an order issued by which, as of April 1, some 200 items 
of civilian usage of aluminum would be either completely curtailed or 
certainly restricted by very sizable figures. What is going to happen 
to those industries who need this aluminum that has now been cur- 
tailed? Are they going to be put into the national defense program 
in some other capacity, or is there any thought being given as to what 
would be the effect of the order on those particular industries from 
the standpoint of the Nation’s economy? 

Mr. Boyp. Mr. Congressman, I can only give you a personal 
opinion on that, because, as 1 explained a few minutes ago, that is 
not my responsibility. 

Mr. Hitirnes. You would not discuss that at all in your depart- 
ment? 

Mr. Boyp. No; we would not even go into that kind of information 
because we have other things to do. There are people who do those 
things in NPA. 

Mr. Hiturnes. There is definitely consideration being given to 
that problem? 

Mr. Boyp. I am quite sure there must be; yes. 

Mr. Hituines. What is your personal thought? 
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Mr. Boyp. The hope is that these people can find contracts for 
military production to take up their capacity they are now utilizing 
for those restricted utilizations of aluminum. 

Mr. Keatina. Or find a substitute to use for aluminum? 

Mr. Boyp. That is right. 

The Cuarrman. That is going to be very difficult. 

Mr. Boyp. It surely will be. 

The Cuarrman. We have got to be realistic about this, too. Many 
of these smaller outfits will be completely out of business because it is 
impossible for them to get subwar contracts from the larger operators 

Mr. Boyp. I fully appreciate it and I think that is quite right. 

The Cuarrman. Most of these contracts for aluminum are going to 
flow to the three large entities, Alcoa, Reynolds, and Kaiser, and it is 
going to be extremely difficult for the small operators to get these 
contracts. They will be out in the cold. Now should not that prompt 
us to some degree to endeavor to get increased facilities to take care of 
these people? 

Mr. Boyp. Yes, sir; I think so. The plans we have in expansion 
to try to reach these requirement figures include the maintenance of as 
high a civilian economy as feasible. The difficulty is that whatever 
we do now in the way of expansion we cannot get very vast increases 
of aluminum quickly. It is going to take a year, two or three to do it 
So the immediate problem facing all of us is in meeting the military 
requirements immediately from the existing availability of supply. 

The Cuarrman. It is not only immediate but it is in the approxi- 
mate future, too, because the longer we wait, the longer you wait for 
your additional allocations for increased facilities, the more difficult 
the problem will become. Even if you have difficulty getting needed 
supplies, unless you set up these facilities quicker you are going to have 
difficulty a year from now or a year and a half, or probably you could 
get some of these new entities for manufacturing aluminum established 
within a year or a vear and a half. I understand from the gentleman 
from Ohio, who is interested in coal, the gentleman from Louisiana and 
the gentleman from Texas, interested in oil, that you can get power 
very quickly from those natural deposits. Should not it impress 
upon all of us that we ought to get these orders for new facilities issued 
as soon as possible? 

Mr. Boyp. I think we have tried to answer that as we want along 
in some of the questions you are coming to now. I can give you an 
answer on what we are thinking along that line now. 

The CHarrmMan. You have issued a first allocation of 500,000 tons; 
is that right? 

Mr. Boyp. The new plants will supply 446,000 tons, Mr. Chairman 
and we have reactivated some plants. 

The CHarrman. Plus reactivated brings it up to what? 

Mr. Boyp. 525,000 tons. 

The CHarrman. And there is in the offing, I take it, an order for 
additional allocation? 

Mr. Boyp. No; not at the moment, Mr. Chairman. We are new 
trying to get the first program under way, get it going, so we can get 
those plants producing aluminum. ‘That is the first “objec tive right 
now. They are taking up considerable space on the production 
schedules of the equipment they require. 
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The CuarrMan. I take it you mean from that the two concerns, 
Apex and Harvey, are having difficulty in getting into operation? 

Mr. Boyp. I did not say that; no, sir. I think they have some 
problems; yes, sir. 

The CuHarrman. I would like to know your basis for the statement 
that you cannot get into production as to the first allocation. 

Mr. Boyp. The problem, of course, is to get the engineering done 
and the orders placed and the equipment produced in the manufac- 
turing plants. 

The CuarrmMan. Why should that cause delay in issuing a second 
allocation? 

Mr. Boyp. Because the NPA informs me those schedules are pretty 
well full for the minute, so the delay in deciding on the next step is 
there is to be a next step. 

The CuatrmMan. What schedules? 

Mr. Boyp. The production of generating equipment, switch gear, 
steel, and all things required to go into that expansion program 
the copper. 

The CHarrmMan. You mean by that there cannot be any additional 
schedules pronounced for the procurement of machinery to install 
new aluminum plants? 

Mr. Boyp. What I mean is this, Mr. Chairman: Even if we did 
announce it at the moment, we would not get those plants built any 
faster than we would if we took a little time to study it and come up 
with an answer in 60 days. 

The CuarrmMan. I am not arguing with you just for the sake of 
argument. I only argue with vou to bring out the facts. There is 
involved, as I understand it and as I gather from the testimony we 
have had, many phases of production of aluminum in this sense: 
that you have to arrange for your power, that you have to arrange 
for your finances, that you have to arrange for your raw materials, 
bauxite. Now the question of machinery is only one phase. What 
about these other phases? Do you not think if these people who 
intend to go into the manufacturing of aluminum could be assured 
that they were given the green light, given an allocation, they could 
save time by going forward with an endeavor to arrange their finances, 
arrange their supply of raw materials, get their labor force together, 
get their sites selected? 

Mr. Boyd, so many things have to be attended to before you get 
into the manufacturing of aluminum, let alone the procurement of 
machinery. So why should there be that delay? I would like to 
get some elucidation from you on that. 

Mr. Boyp. We are not at all sure at the moment in the balance of 
military requirements today that there is needed additional expansion 
of aluminum facilities. The requirements figures now coming to us 
do not indicate we need extensive expansion above the present 
expansion level. 

The CuargMan. You have not discussed that situation with the 
Munitions Board as of this weekend, have you? 

Mr. Boyp. I have not reviewed the new figures they gave to you 
over the weekend. I have had no chance to put them in the schedule. 
We will do that immediately. If that indicates expansion, we will 
have to go into it quickly. 


80861—51—ser. 1, pt. 1——-—46 





706 STUDY OF MONOPOLY POWER 


Mr. SHears. Is not that inconsistent with your statement it was 
not your job to question the Munitions Board’s figures? 

Mr. Boyp. We have not been given the official screened figures 
that the authorities give to us. 

Mr. Suears. You received the same figures we have, have you not? 

Mr. Boyp. They have not been worked over by those responsibl: 
for screening them. I get them from the NPA or the Defense Pro- 
duction Authority, not from the Munitions Board. 

Mr. Suears. | understand they have been working on them for 
the last month in trying to firm them up. 

Mr. Boyp. I am sure they have. In fact, it is going to take a litth 
longer. 

The CHarrMan. But it is agreed there is a short civilian supply 
beyond question, is it not? 

Mr. Boyp. That is right, and the present expansion will relieve 
that as soon as it is in production. 

The CuarrMan. You do not know as a result of the receipt of the 
new figures from the Munitions Board, at least the public cannot be 
told, whether there is or is not sufficient to supply the military needs, 
but in any event there is a short supply of aluminum? 

Mr. Boyp. There is a short supply now. The program we have 
now planned to expand will provide the military requirements and 
permit the resumption of civilian consumption of aluminum. 

Mr. McCutuiocn. At 100 percent of its present use for civilian 
purposes? 

Mr. Boyp. Not necessarily 100 percent, because there will be other 
factors—whether there will be the manpower, and so forth. I doubt 
very much if there will be a resumption to that extent. 

Mr. McCuttocn. What percentage would you estimate would be 
available for civilian uses in view of the data you have submitted to 
us and in view of the changing conditions in this partial mobilization? 

Mr. Boyp. In coming to that conclusion we used the civilian con- 
sumption at about the same levels as it was at the time of Korea. 

Mr. McCuttocn. That is mid-1950? 

Mr. Boyp. That is right. 

Mr. McCuttocn. And that was at the highest level in the history 
of the economy of America up to that time? 

Mr. Boyp. That is right. 

Mr. Hiuuines. Dr. Boyd, going back to this curtailment order we 
discussed a minute ago, what is the agency in the Federal Government 
that is looking into this matter of the problems that will be faced by a 
number of civilian industries in being cut off from the supply of 
aluminum? 

Mr. Boyp. That is the National Production Authority. 

Mr. Hituines. The NPA itself? 

Mr. Boyp. That is right. 

Mr. Hititines. What department under the NPA? 

Mr. Boyp. I| do not know, sir. 

Mr. Hiuurnes. I think that is of particular concern because, for 
instance, in my own area, southern California, there are many smal! 
plants who utilize aluminum. The Venetian blind industry is one 
example of that. Most all of those industries are perfectly willing and 
capable of converting to some phase of national defense work, but they 
have been given no direction or no instruction as to whether they will 
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be integrated into the national defense program. They are now faced 
with an order which is going to cut off a vital supply of aluminum to 
them, and they are faced with the probability of closing down their 
plants and throwing hundreds of people out of work. I would think 
that as part of our defense program this problem would have to be 
faced and discussed and something should be done to speed up the inte- 
vration of those particular industries who are being faced with prob- 
lems by the curtailment of aluminum. Somewhere along the line 
somebody should be working on a plan to get them into the national 
defense program as quickly as possible. 

The Cuarrman. Dr. Boyd, after your statement here which you 
have submitted to us in writing, | am going to clear the room and have 
the members propound some questions to you on other phases of this. 
It is a matter that cannot be made public, but be prepared for that. 

Mr. Boyp. All right, sir. 

The Cuarrman. In the meanwhile, go ahead, Mr. Shears. 

Mr. Suears. According to the report of the Senate Small Business 
Committee on the Future of Light Metals, issued in December 1946, it 
was found that during World War II the military were instructed to 
cut back their requirements of aluminum because of limited supplies. 
Are you aware that these instructions were issued? 

Mr. Boyp. In the early part of the war, before new plants could be 
brought into production, it was necessary to design aluminum out of 
Army and Navy equipment in order to make all posstble available to 
the Air Forces. As designs changed, there were temporary shortages 
of certain forms and shapes, particularly extrusions, until the fabricat- 
ing industry could be brought into balance, but I cannot recall—and I 
was then in a position to know—that any serious production of end 
items was ever lost for lack of ingot aluminum. In fact, later on it 
was possible to redesign aluminum into Army and Navy equipment for 
greater efficiency. The only instructions that were issued, as far as I 
know, was for substitution of materials, not reduction of end item 
requirements. 

The CuHarrmMan. Then you disagree with the conclusions of the 
Senate Small Business Committee? 

Mr. Boyp. I am not aware of them. I have not read them, Mr. 
Chairman. 

The Cuarrman. What is that? 

Mr. Boyp. If they disagree with that, I assume I do disagree with 
them. 

Mr. Suears. Do present requirements coming from the military 
reflect any cut-back based on the assumption that supplies of alumi- 
num will be limited? 

Mr. Boyp. It is my understanding that they do not. 

Mr. Suears. With further reference to your statistical sheet dated 
January 4, is not the aluminum for civil requirements understated by 
the cut-back of 200,000 tons per year, resulting from the NPA order 
M-7. 

Mr. Boyp. Civilian requirements for the present year have been 
placed at 800,000 tons. This amounts to a cut-back of 20 percent 
below pre-Korean level of consumption. It is expected that this 
restriction will be relaxed as soon as possible. 

The CHarrman, And since there has been a worse cut-back of 200 
products? 
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Mr. Boyp. That is right. The military programs have been 
speeded up so there have been further cut-backs. 

The CuarrMan. How could the restrictions be relaxed then? 

Mr. Boyp. As soon as we can get these plants into production in 
the future. 

The CHarrman. You can only get them relaxed when you get new 
plants? 

Mr. Boyp. New production, that is right. 

Mr. McCuttocn. I do not understand the statement that you 
have just made in the light of the statement on page 7 of the docu- 
ment that you have. I read from paragraph No. 21. There it says: 

The military requirements given on our schedule dated January 4 have been 
superseded by new figures for the requirements for fiscal year 1951, which are 
considerably lower than those shown on the schedule of January 4. 

Mr. Boyp. Unfortunately, Mr. Congressman, the document you 
refer to here has been used by this subcommittee in discussing this 
thing. This was a planning document of January 4 for one purpose 
only. I did not know it was coming here. The figures given on 
that schedule are not as up to date as we could give today. 

Mr. McCuttocn. The next sentence is: 

It is my understanding that even these later estimates are tentative and subject 
to revision about March 1. 

Mr. Boyp. That is right. 

Mr. McCuttocn. Do you mean by that again a revision down- 
ward? 

Mr. Boyp. I could not predict which way it would go. 

Mr. McCuttiocn. Has the military been submitting to you de- 
pendable estimates of requirements, or are their estimates changing 
aimost daily or weekly or monthly? 

Mr. Boyp. Well, that is a difficult question to answer without 
appearing to be critical. 

Mr. Kearina. It is not difficult to answer. 

Mr. Boyp. It is an extremely difficult question. You see, your 
procurement program plans for so many guns, so many tanks, so 
many airplanes, and so forth, against your military plan; and that 
has to be converted into raw materials, which means you have to 
know how much aluminum is in each of these items, and there are 
many hundreds of thousands of them involved. So it is quite a job 
to get the equipment designed, build the material in, and turn that 
into material requirements. 

Mr. McCuttocu. Do you mean to say all of that ground work 
has not been done by the armed services in America in view of their 
experience as recently as World War II, notwithstanding the unifica- 
tion of the armed services? 

Mr. Boyp. You realize the plans have been changing in the last 
few months so that they have had to make considerable revision in 
the military plan. It all requires the review of the raw-materials 
requirements to go with them. 

Mr. Wiison. We understand from some witnesses—I believe 
Kaiser and one or two others—that contracts have been held up or 
revised, or some revision is sought on the amortization situation in 
those contracts. Do you know anything about that? 

Mr. Boyp. Yes, sir. The certificate given to Mr. Kaiser allows a 
lower degree of amortization than was originally discussed with him. 
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Review on the policies under which tax amortization would be granted 
has resulted in a lower figure than originally discussed with Kaiser. 

Mr. Wutson. Are they continuing to expand, understanding the 
contract is up in the air? 

Mr. Boyp. As I understand, they have signed their final contract 
since that time. 

Mr. Wiison. Alcoa also? 

Mr. Boyp. They have not sent in an application for a certificate 
of necessity as yet. They have to finish their design work. 

Mr. Wixtson. What do you have to do with certificates of necessity? 

Mr. Boyp. We have to review the technica! questions involved in 
the granting to see if it is a proper figure. We have to review the 
economic aspects of that expansion to determine what will be of 
residual value after 2 5-year period of amortization and to review the 
financial situation that faces the company to see where they can 
finance. 

Mr. Witson. Who has the final authority in that matter? 

Mr. Boyp. We do not. 

Mr. Wiitson. Who does? 

Mr. Boypb. The Defense Production Authority, Mr. Harrison. 

Mr. Wixson. You think those expansions are being made notwith- 
standing these contracts are still not final and firmly signed? 

Mr. Boyp. My understanding is that all the companies are going 
ahead with their engineering and design work despite the fact they 
have not signed. ‘They all have letters of intent, and it is just a 
question of signing the final contracts. The letter of intent in itself 
is a contract. 

Mr. Wiututs. Mr. Harvey testified he could not go on with the 
proposition at all under the financial arrangements proposed. 

Mr. Witson. That it would materially affect their ability to get 
risk capital. Is that right? 

Mr. Wituts. I am not talking about Kaiser and Alcoa; I am talking 
about Harvey. 

Mr. Boyp. There will be some considerable financial rearrange- 
ments to make. 

The CuarrMan. It is more or less giving with one hand and taking 
it away with the other, in the sense you impose such burdensome 
conditions that they cannot avail themselves of the privilege you 
accord them to go into the business. 

Mr. Boyp. We have done everything we can within the limits of 
good administration to give them the kind of contract they can live 
under. If they get into difficulties, we have to go back and negotiate 
with them. 

The CuarrmMan. You are aware of the difficulties they are having 
in getting financing? 

Mr. Boyp. Yes, sir; I certainly am. 

The CuarrmMan. Do you not think because of your interest in this 
matter—a desire to get’ more aluminum, and I take it you do not 
want to see all the aluminum being made by a few people—so is it 
not to your interest to help these people get those finances? 

Mr. Boyp. As soon as they get in difficulty, they come to us. 
This negotiation of contract here, Mr. Larson has been doing that, 
as you know since you talked to him about it. He immediately 
entered into discussions with them to see what he could do to help 
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straighten that out, as he did in the case of Kaiser. Other companics 
have not been back to us yet. 

The CHarrMan. I understand these people are having great diffi- 
culty in getting financing because of the 2-percent charge that th: 
Federal Reserve is proposing. 

Mr. Boyp. That is one of the factors, Mr. Chairman. 

The CHarrmMan. Not just one factor, but such an insurmountab), 
factor it ought to be changed, and I think you ought to endeavor to 
recommend a change. In other words, what good is it if we say 
“You shall have a right to go into business,’’ and you impose condi- 
tions so burdensome they cannot carry out those conditions? 

Mr. Boyp. Mr. Chairman, as I said, what we have tried to do is to 
work out the contracts that will permit them to go into this business 

The CHarrMaNn. That does not answer my question. 

Mr. Boyp. It is difficult. 

The CHarrMAN. Let’s assume the 2% percent charge is too burden- 
some. What are you going to do about that—recommend a change? 

Mr. Boyp. The interest rates are established by the Federal 
Reserve Board in their regulations. 

The CHarrMan. Would you ask the Federal Reserve Board in your 
interest to get more aluminum to modify that condition? 

Mr. Boyp. If that was the factor, we certainly would enter dis- 
cussions with them; yes, sir. 

The CuatrrmMan. What is that? 

Mr. Boyp. If that is the bottleneck, we certainly will. 

The CuatrmMan. You have discussed that? 

Mr. Boyp. I have not; no, sir. This is a contractual arrangement 
Mr. Larson, as you know, has been working on with the companies 
and I have only been doing some work on the side with him,th 
technical side. 

The CHarrMAN. You are a very important figure in this, Dr. Boyd 
I should say, because everybody mentions that they have to go to you 
that all roads lead to Dr. Boyd in this proposition. I think you ought 
to address yourself to this financing proposition to see whether or not 
these burdensome terms cannot be modified. 

Mr. Boyp. Mr. Chairman, I can only say this: As these questions 
have arisen, we have immediately gone to see what we could do to 
straighten them out. 

The CuarrMan. What have you done? 

Mr. Boyp. When the companies come in and tell us they cannot 
meet their financing under those circumstances, we have seen what w« 
could do to adjust the contracts. 

The CuarrMAN. Those words are meaningless. What have yor 
done? 

Mr. Boyp. Mr. Kaiser is the only one that has come back to discuss 
it with us at the moment. 

The CuatrMan. What about the Harvey people? 

Mr. Boyp. They have not discussed it with me; no, sir 

The CHatrMan. Have you read their testimony before this com- 
mittee? 

Mr. Boyp. I have not seen that as yet. 

The CuHarrmMan. Has not anybody else been to see you indicating 
the difficulty? 
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Mr. Boyp. The Apex Co. has been in to see me in the last few days 

to discuss it. We have not had tigne to work it out as yet. We are 
now discussing it to see what we can do. 

The CHarrMan. Forgive my being critical. I do not mean it per- 
sonally, Dr. Boyd. We are all interested in the same objective—to get 
more aluminum and from as many sources as is reasonably possible. 
[ think you ought to strive a bit to help these fellows maybe in even 
nM — degree; not merely trying to make arrangements, as you put 

, but actually buckling down to this and getting hold of the fellows 
w mi are responsible for these burdensome conditions and putting some 
sense into their heads. 

Mr. Boyp. I can only say, Mr. Chairman, we are working as hard 
as we possibly can, as we have hours in the day to do. I am fully 
alive to that myself, and where it does impinge upon my responsibili- 
ties | have been working on it as hard as I can. 

The Cratrman. You see wheat the ultimate would be. If these 
fellows cannot go into business and you are asking these firms now in 
existence- -Alcoa, Reynolds, and Kaiser—to take on all this additional 
manufacture of aluminum, if they cannot do it, we have*to go to 
Canada, and the delay plays right into the hands of those on both 
sides of the border interested in building this huge plant up in Kitimat. 
I have a sneaking suspicion that may ‘be the game; namely, to delay 
this thing so long that they have no other choice but to go to Canada 
and duplicate the mistakes we made in the Second World War when 
we built Shipshaw. 

Mr. Boyp. I can only say for my part, and the opinion of the 
Secretary, to whom I am responsible in this matter of policy, as ex- 
pressed before the subcommittee, is that we firmly believe this should 
be done down here if possible. And we are not de laying; I can assure 
vou of that. 

The Cuatrman. I did not say—I cannot put my finger on it. I am 
simply speaking more or less in general on the matter. The Secre- 
tary of the Interior has indicated he wants to build here as much as 
reasonably possible, but there may other “gremlins,” for want of 
another term, in this picture who are endeavoring to gum up the works 
and delay this situation. Then we will have no other choice but to 
go to Canada and do what we did during the last war. 

Mr. Boyp. May I say at this stage, one of the problems is that 
aluminum is the guinea pig. It is the first big expansion to come in 
under the Defense Production Act, and the precedents established by 
the policies worked out in developing the aluminum contracts will set 
a pattern for everything else we do under the Defense Production 
Act, or will influence that pattern. So it has been a question of how 
you do this thing most effectively and cheapest for the taxpayer in 
the long run. That has ccaused some difficulty in coming to com- 
plete conclusions in aluminum. In other words, we have had to face 
the thing in the middle of negotiations in a very big program, and it 
has resulted in some delays in working out policy decisions on how to 
do these things so you do not set erroneous precedents in other com- 
modities. That is one of the difficulties of aluminum. We have been 
trying to do it as fast as we can, but it has resulted in having to solve 
some of those problems as we go along. 

The CuarrMan. Go ahead, Mr. Shears. 
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Mr. SHears. You mentioned 600,000-ton deficit by June 1952 
previously in your testimony. Would you care to comment further 
on that? . 

Mr. Boyp. The accumulated deficit of 600,000 tons to which you 
refer was an estimate used in planning. Decreases in estimates of 
military requirements now make this estimate much lower, since 
estimates of supply and requirements, with the cutback in civilian 
consumption, are now nearly in balance for 1951. 

I wish to point out that construction of additional plants cannot 
alleviate aluminum shortages during 1951 and most of 1952. 

Mr. Suears. Have you made any studies of the long-term outlook 
for civilian requirements of aluminum by the larger aluminum users” 

Mr. Boyp. We have made only rough estimates of our own concern- 
ing the possibly greater use in transportation equipment and as a 
replacement for other materials in shorter supply. We have not had 
the staff to divert to such studies. Since then it has been a full-time 
job to deal with more immediate requirements. 

The CuHarrMan. In other words, for example, the greater use in 
transportation equipment. That would be the use of aluminum, for 
example, in manufacturing boxcars? 

Mr. Boyp. And automobiles. 

The CHairMAN. Box planes? 

FP Mr. Boyp. That is right. In other words, if you were talking 
about expanding the aluminum industry to meet all future require- 
ments of aluminum at this time, you would take into consideration 
the trends of the substitution of aluminum for other materials. We 
cannot do that today. We have got to meet the military requirements 
first in the light of our general economy, so we have put aside those 
studies for the time being to concentrate on the immediate problem. 

Mr. Suears. As I understand it, you have made no such study? 

Mr. Boyp. They have been roughed in. They are not detailed 
studies. 

Mr. Suears. But you do take into consideration the substitution 
of aluminum for copper, for example, where copper is not available, 
do you not? 

Mr. Boyp. That is right. 

Mr. Supars. Have you done so? 

Mr. Boyp. We have made estimates of that, ves, sir. 

Mr. Suears. Jess Larson stated before this subcommittee last 
week that he thought additional aluminum expansion will be needed 
beyond the first step already authorized. What is your view on this 
issue? 

Mr. Boyp. I agree with Mr. Larson, but I am sure that neither he 
nor I can say how much or when at the moment. 

The CHAIRMAN. So that you feel there ought to be more than the 
first 500,000 allotment of aluminum; that there should be additional! 
allotment? 

Mr. Boyp. I am sure we \ill have to come to that conclusion 
eventually, yes, sir. 

The CHarrmMan. How long does it take you to come to that 
conclusion? 

Mr. Boyp. I would not like to set a time, Mr. Chairman. I am 
impatient about it myself. I would like to be able to say we could 
do it tomorrow, but | am afraid it is going to take 30 to 60 days. 
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The Cuarrman. Thirty to 60 days? 

Mr. Boyp. Yes, sir. 

The CuarrMan. That is a long time in a period of stress and strife 
as we are in now, is it not, Dr. Boyd? 

Mr. Boyp. We would do it more hurriedly if we felt the program 
we have now for expansion would not meet the military requirements 
plus the civilian increments. 

The CHarrMan. Suppose [ tell you that in my humble estimation 
they will not meet the requirements, particularly when we take into 
consideration all the information brought before this committee. 
And I think 60 days is a long time. Lots can happen in 60 days. 

Mr. Boyp. I repeat again, sir, if I may, that we would not get 
production any sooner. 

The CHarrMan. Let’s assume you make the conclusion that there 
ought to be more. What harm is done if you make the allocation 
and, as you say, later on conditions have changed? You would not 
lose that much valuable time. 

Mr. Boyp. You have asked people to go into a lot of costly engi- 
neering work, and financial studies come into the picture, and they 
are done an injustice. 

The CuarrMan. Can you not tell them it is conditional so they can 
be thinking about the situation and developing plans? I am sure 
they would be glad to do it even on that condition. 

Mr. Witson. Of course, you have another thing in the aluminum 
industry, do you not, Dr. Boyd? The price of aluminum has been 
fairly static over the whole period of time we have been making 
aluminum, as a matter of fact. 

Mr. Boyp. Yes. 

Mr. Wiuson. As a matter of fact, if you had a million tons too 
much, you could not lose a great deal of money on it. 

Mr. Bop. The Government? 

Mr. Wison. A stockpile for expansion of industry. 

Mr. Boyp. Let me put it this way: What we have to balance in is 
this, Mr. Congressman, is if we approve an expansion above the 
requirement, we place on industry, not the aluminum industry but 
other industr vy, a burden of supplying the equipment and the materials, 
and so forth, to build those plants. Now, at the moment there has 
been a tremendous expansion of the basic raw materials, that is, steel 
and aluminum and other things, and other things are going to come 
in, such as copper. And that is, I am infor med by NPA, putting a 
tremendous burden on the productive capacity today. If you throw 
any more on top, that would disrupt the things that we have to have 
and which have to come along in balance. 

Mr. Witson. I realize there must be a balance, that you cannot put 
everything in aluminum, that you need steel for other purposes. 

Mr. Boyp. We have gone ahead with a big expansion of the alumi- 
num industry, more than 60 percent. I think we have got good 
justification for that. We would have to have a much stronger 
justification to go beyond that in relation to other materials that 
come into the picture. We have got to be a little careful in balancing 
the amount or we will be back before you later on for having not done 
something about it. 

Mr. SHears. What are the effects of delay, though, to prevent those 
interested in going into business from getting materials they now 
have committed? 
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Mr. Boyp. When we agree to go ahead with expansion of an 
industry, the Government will plan and schedule the materials tha‘ 
go into that expansion. In other words, that goes along with th: 
authorization. We will work it out with NPA. So we know when 
we go ahead with a program that materials will be made availabl: 
for the establishments scheduled under authority of the Defense 
Production Act. 

Mr. McCuttocu. Dr. Boyd, how are you going to do that unde: 
present procedure? As I understand it, present procedure results in 
commitments and supplies in chronological order. Is that right? 

Mr. Boyp. I am sorry; I do not quite understand that. 

Mr. Witson. Priorities procedure. 

Mr. McCuttocu. Priorities procedure. Now, under existing law 
and tables of organization, they are in chronological order? 

Mr. Boyp. I see what you mean. In order to do the facilities job 
properly, as I understand it, the National Production Authority is 
working out the schedules of production. In other words, here is a 
plant that needs a generator this month, a switch gear this month, 
and so on, but they are actually scheduled out and those orders are 
placed in the mill schedule, production schedule, to show them 
coming out at the right time, in order that they do not sit around and 
wait and take somebody else’s place in the schedule while waiting to 
go into the plant. 

Mr. McCuttocu. Is that in effect now? 

Mr. Boyp. No. Very nearly so. It is almost complete. I am 
sure you realize it is quite a job. 

Mr. Witson. Then you think the priority system is going to be 
changed so that it will permit that? 

Mr. Boyp. Yes. That is a modification of the priority system. It 
had to be done last time and will have to be done again. 

Mr. Witson. As we understood from Mr. Wilson of Alcoa the 
other day, as Mr. McCulloch just said, the man who gets his DO or 
priority rating first, gets his material first, regardless of whether or 
not he is in a high-priority business or way down the line. 

Mr. Boyp. The dangers of a priority system are shown by that, 
and I think I am sure —although naturally I cannot speak for them 
but by discussion with them I think they realize that and I think 
that they are trying to work out a better system because when you 
get too many priorities the system falls down. 

The CuarrMan. In all your calculations, do you consider the fact 
that some of those prospective persons who wish to enter the primary 
aluminum field have made power commitments and bauxite commit- 
ments, and that unless you act fairly expeditiously those commitments 
will expire and they will be in a very difficult position? 

Mr. Boyp. You mean, the companies we have so far not let-—— 

The CuarrMan. Some of those companies have been in conference 
with you and they said they have been told, for example, “‘Here, we 
cannot give you an allocation unless you satisfy these conditions as 
to power, finances, and bauxite.’’ Then they will go out and try to 
satisfy those conditions. They come back and say to you they have 
satisfied those conditions, and you tell them they have to wait 60 
more days, or even longer, until you make up your minds. Meanwhile 
they are out in the cold because the commitments they have have 
expired. 
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Mr. Boyp. It is a very difficult problem to handle. It is the old 
question of which comes first, the chicken or the egg, Mr. Chairman. 
| appreciate that. We have made no commitments to any of these 
people. 

The CuarrMan. I think you did state that before they come to you 
they must satisfy those three major conditions. 

Mr. Boyp. Well, none of the companies that are in the program 
today, and who have already been authorized, have made final com- 
mitments that I know of. 

The CHatrMan. Others in addition, for instance, Apex and Harvey, 
have come to you and have been told that they must do thus and so. 
Then they have gone out and done thus and so, and then they come 
back and you say that they must wait. 

Mr. Boyp. I did not realize that they had gone out and made 
actual commitments. They know where they can get their supplies 
from. 

The CHaArrMAN. I understand several of them have already made 
commitments for machinery. 

Mr. Boyp. I do not know how they could have done that. 

The CHarrman. They have. They have gotten their staffs to- 
gether, and done many things, and then they come back to you and 
have to wait further. What is going to happen to them? 

Mr. Boyp. I could not answer that, Mr. Chairman. They have 
gone ahead on their own responsibility. I could not answer for them. 

Mr. Suears. As a matter of fact, Dr. Boyd, you told them to go 
ahead, did you not? 

Mr. Boyp. I asked them what their plans would be, and what 
they would do about it, but I told them not to make any commitments. 

Mr. Suears. You told them in each case, according to their testi- 
mony before this subcommittee, ‘Go ahead with your plans because 
there will be additional expansion.”’ Did you not tell them that? 

Mr. Boyp. I do not know if I put it in those terms. 

Mr. SuHears. That is what they testiiied to. 

Mr. Boyp. I have not made that commitment to anybody. 

The CuHarrman. Dr. Boyd, you said a moment ago that in your 
opinion the first allotment was insufficient and there may have to 
be another allotment, and you want 60 days to make up your mind. 

Mr. Boyp. I said we had not made the commitments, and we have 
not said to anybody we are going ahead with a larger program. We 
feel we might have to, but we did not say it. 

The CHarrMAN. You may not have said it in so many words, but 
these men may have received other impressions, unwittingly on your 
part, and have gone forward and gotten their options, and spent a 
lot of money for the getting together of their plans, and selecting 
their sites, and arranging for the power and bauxite, and going to 
extremes with reference to finances. Then they come back to vou 
and you say, ‘Well, we have not made up out mind.” That is a 
serious situation. 

Mr. Boyp. All I can say, Mr. Chairman, is that I have never 
committed any one of them to being a part of the program. I told 
them what we would need when we would ask them to submit a 
proposition; but if they have gone ahead and made a commitment, 
they have done so on their own, because I am sure we have not told 
them to do that. 
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Mr. Wiuuts. You are now talking about the second phase? 

Mr. Boyp. Yes. The increase that may be required. We cannoi 
say as to when or whether it will be. 

The CxHarrMan. As a matter of fact, Dr. Boyd, you have not 
committed a ‘500,000 ton allocation.’ I have discussed that with 
you privately, and I have come to the conclusion that you have not, 
on your statement that you have not, because you include the reac 
tivated plants in that first allocation, and we have heard testimony 
here by several witnesses to the effect that the reactivation of both 
has nothing whatsoever to do with the first allocation of 500,000 tons. 

Mr. Boyp. There is no magic in the figure of 500,000 tons either. 
There was no commitment made of 500,000 tons. The order of mag- 
nitude was used as a figure, but the only expansion we have ever certi- 
fied to the General Services Administration for contract was 446,000 
tons. 

The CHarrMan. You used the term 500,000 tons, did you not? 

Mr. Boyp. A. lot of people have used the term as an order of magni- 
tude, Mr. Chairman, but when you come to put the projects into it 
you have to consider other things. Actually, we have gone beyond 
500,000 tons, as far as making additional supplies available is con- 
cerned. 

The CHarrmMan. Let us see how faulty that reasoning is. These 
plants are going to be shut down in a few years, are they not? They 
are not permanent plants, are they? 

Mr. Boyp. No. 

The CHarrMan. Because of the expensive operation required? 

Mr. Boyp. What you have to balance against that are the raw 
material requirements and the manpower requirements to construct 
new plants. Certainly those reactivated plants are not to remain in 
the system as a permanent thing. 

The CaarrMan. They are not permanent? 

Mr. Boyp. No. 

The CHarrmMan. They are temporary? 

Mr. Boyp. Yes. 

The CuarrMan. The allocation of 500,000 tons was supposed to be 
for permanent production of aluminum. 

Mr. Boyp. But we have also got to be sure we can get aluminum 
now, and quickly, and to build plants to produce that will take equip- 
ment and manpower. 

The CuarrmMan. I agree with you that we must reactivate all of the 

Go ov 
plants we can which are already on hand. The point | am making is 
that you have not reached that 500,000 with respect to new facilities. 
You have gone up t6 504,000 tons, which includes reactivated plants, 
and the allocation for new facilities is less than 500,000. What is the 
amount? 

Mr. Boyp. 446,000. 

The Cuairman. What is that, 446,000? 

Mr. Boypv. Yes. 

The CuarrMan. So that there is at least 54,000 that you have not 
allocated at all and that remains unallocated? 

Mr. Boyp. If you assume that figure was firm. We never made 
that figure as a firm figure. 

The Cuarrman. I think you are quibbling on that. That is not 
sound reasoning there. 
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Mr. Born. Let me put it this way: In trying to balance the supply 
and requirements we have considered the reactivated plants in the 
immediate supply picture as a part of the supply, and against that 
balance, that is all we can see at the moment that is needed to meet 
these urgent military requirements, and the reactivation of some 
civilian production. That would include it at the moment, in order 
to prevent a draft upon our production capacity to meet new facility 
expansion. It is a very difficult problem, and I am sure you would 
not want us to go out and build new plants at this stage of the game 
and hold up other e xpansion just because of the fact that these cost a 
little more to operate for a temporary period. It means more copper, 
and more steel, and more everything to replace those plants at this 
stage of the game, and we felt that we should not do that right now. 

Mr. Suears. You say it needs more steel. Are you not still certify- 
ing steel for civilian industry, such as the automobile industry and 
other civilian needs, besides the automobile industry? If steel is a 
bottleneck for aluminum plants, why are you doing that? 

Mr. Born. No, it is not. It isa rather small proportion of it. It is 
the copper, and the electrical equipment, and things like that. 

Mr. Sears. But aluminum is a substitute for copper, as far as 
electrical uses are concerned. 

Mr. Boyp. In some uses; yes. 

Mr. Suears. Then it is not copper that is holding it back. 

Mr. Boyp. It is a combination of things. 

‘The CuarrMan. If it is not so much steel and it is not so much 
copper, what is it? 

Mr. Boyp. It is a combination of productive facilities for generating 
equipment, for switches, and many other things. I am sure other 
people can explain it better than I can, because I am not in the field, 
but the general requirements for facility expansion are quite large. 

Mr. Sears. This all comes down to one question, which is the 
next question on your statement. Are you prepared to certify the 
need for more expansion? 

Mr. Boyp. The answer is “No,” for the reasons I have just given 
you. 

_ Mr. Suears. In view of the time factor in contracting power and 
aluminum facilities, is it wise to wait for definite requirements from 
the military before proceeding with additional expansion? 

Mr. Boyp. The present expansion program has not been kept with- 
in the limits of definitive requirements from the military. The present 
expansion program will bring the productive capacity of the industry 
to a level considerably in excess of any firm military requirements we 
have received up to that date, and at the same time will permit civilian 
consumption to remain at pre-Korean levels. 

Mr. SHears. Since that time you have the M-day requirements. 

Mr. Boyp. We are not expanding to M-day requirements now. 
You understand that. We are expanding to meet the current situa- 
tion, and not M-day at the moment. 

Mr. SuHears. Do you plan to take M-day into consideration? 

Mr. Boyp. It is constantly in your thoughts when you calculate 
capacity to meet a full mobilization condition. At the present time 
that decision would not be made to create all the production capacity 
necessary to meet a total mobilization. 

Mr. Suears. Are you sure M-day will not occur this year? 
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Mr. Boyp. No, sir. 

Mr. SHears. Do you not have to give some consideration to fu! 
mobilization? 

Mr. Boyp. We are constantly giving some attention to it, but this 
cannot all be done at once. It is impossible. 

Mr. SHears. How can we avoid repeating the experience of Worl 
War II in aluminum, which Mr. Batt described before the Truma, 
committee by the phrase, ‘Our sights have been too low’’? 

Mr. Boyp. The testimony of Mr. William L. Batt before thy 
Truman committee was given on May 12, 1941. This was before the 
first Government expansion program had been authorized. Subse- 
quently two large expansion programs were authorized. One involving 
an expansion of 617,000,000 pounds was authorized on June 27, 1941, 
and the second expansion of 720,000,000 pounds was authorized on 
February 26, 1942. The increase in aluminum production that has 
already been authorized in the present program is about 80 percent o! 
the total increase authorized by the two expansion programs in World 
War II. 

Mr. McCuttocu. Dr. Boyd, I did not follow the figures there in 
that last sentence. 

Mr. Boypb. Well, the expansion now is about 80 percent of the two 
other figures added together. 

Mr. McCuttocu. You mean, the authorized expansion that has 
taken place in the last 3 to 6 months? 

Mr. Boyp. Yes. 

Mr. Wiuus. Eighty percent of 617,000,000 pounds, plus 720,000,000 
pounds? 

Mr. McCuttocu. No; I do not follow those figures at all. I do 
not think it comes out right. 

Mr. Boyp. Those two figures added together, Mr. Congressman 
will come to 667,000 tons. That was the expansion made in 194 
and 1942. You have the figures in pounds and tons mixed up 
probably. So that comes out that 80 percent of that would be 460,000 
or 470,000 tons. 

Mr. McCuttocn. I was figuring it by pounds, and 617,000,000 
plus 720,000,000 equals 1,337, 000,000; ‘and 80 percent of that is 
1,069,000,000. 

Mr. Boyp. No, sir. 

Mr. Wiuuts. That is what the statement says. 

Mr. Boyp. It is about 1,000,000,000 pounds, which is about 
half million tons. 

Mr. McCutuocu. No. A biilion pounds? 

Mr. Boyp. Yes. 

Mr. Keatinc. How many tons is that? 

Mr. Boyp. About a half million tons, which is approximately tl. 
order of magnitude of the expansion today. We are unfortunatel) 
talking in pounds and tons, and I think that is what makes it confusing 

Mr. SHears. The Congressman indicated it was about 500,00‘ 
and you want only 446,000 in permanent expansion at the presen! 
time. 

Mr. Boyp. We are talking about approximates. I said approx 
mately 80 percent. That is as close as we can come to estimating | 

The CHarrMan. Go ahead. 
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Mr. Boyp. This statement of Mr. Batt was made very early in the 
preparation for the last war, before Pearl Harbor, in fact. As in the 
case today, so it was then that the dislocations of industry changing 
over to a mobilized economy first appear in shortages of materials 
which tend to give an exaggerated view of the actual facts. As you 
follow Mr. Batt’s testimony before congressional committees, you 
find that this view became modified as we all gained knowledge from 
experience. 

The fact is that our sights never turned out to be too low. I was 
never convinced that we lost production for lack of materials once 
they were carefully controlled and properly distributed. True, there 
were some things which were out of balance and such imbalance 
resulted in delay, but with constantly changing design and require- 
ments, nobody ‘Is wise enough to predict where all shortages would 
appear. We ended up the war with surplus materials, which have 
since been diverted to stockpile. There comes a time when there is 
not enough manpower to chew them up. 

Mr. Suears. Dr. Boyd, the Senate Small Business Committee, in a 
report in 1946, showed that aluminum requirements for the military 
uses alone were cut back over 500,000 tons by redesigning and taking 
aluminum off battleships. 

Mr. Boyp. Aluminum, certainly. 

Mr. Suears. Yes. 

Mr. Boyp. But you did not lose out in production by a shortage of 
aluminum at that time. 

The CuarrMan. They had to change their designs because of the 
shortage. 

Mr. Boyp. That is correct. 

Mr. Suears. They would have used aluminum if they had had it, 
but they did not have it in the amount of that 500,000 tons. 

Mr. Boyp. There was aluminum available. There was an imme- 
diate shortage at one time, such as you have today. 

The CuarrMaNn. But your statement in explanation of what Mr. 
Batt said is that one of the reasons for shortage was a change in 
design. It is just the reverse. The second report of the Senate com- 
mittee was to the effect that because of the shortage of aluminum they 
had to change their design. 

Mr. Born. Now, you see, there are two phases of it. In the first 
phase, when the aluminum was very short, we had to design aluminum 
out of Army and Navy equipment, just as Mr. Shears indicated here. 
Later on a shortage developed because of changes in design which 
required more extrusions, or more forms that you did not have the 
machines for, and you had to expand that capacity. Those are the 
two different parts of the program. 

In other words, you had your ingot, but you did develop shortages 
because of changes in design. At the beginning you had to change the 
design to match the requirements in order to get the production out. 
Is that clear? I hope it is clear. 

Mr. SuHears. Mr. Larson stated in his testimony that you, Dr. 
Boyd, are responsible for determining the standards of eligibility of 
new companies who will share in the aluminum program. What 
standards have you been using? 
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Also, will you consider as eligible a company whose costs will be 
higher than the costs of present producers to the degree that an 
increase in price will be necessary for that company? 

Mr. Boyp. I have answered your next two questions, Mr. Shears, 
in the next paragraph, if I may. 

Mr. SHears. Go ahead. 

Mr. Boyp. If we are to leave a sound industry after the emergency, 

it would not be good business to consider a company as eligible who 
could not compete in price. In fact, the Defense Production Act 
specifically states that we should not make provision for expansion of 
an industry where it can be obtained elsewhere at a lower cost. Section 
303 (b) of Public Law 774 states: 
* * * purchases or commitments to purchase involving higher than current! 
prevailing market prices or anticipated loss on resale shall not be made unless 
is determined that supply of the materials could not be effectively increased at 
lower prices or on terms more favorable to the Government * *. 

The CuarrmMan. There is another provision in the Defense Produec- 
tion Act to the effect that protection must be given to small business, 
and every effort must be made to conserve reasonably the interests 
of small business. 

Mr. Boyp. That is correct, Mr. Chairman. 

The CHarrmMan. Have you been following that likewise? 

Mr. Boyp. I think we have done that; ves. 

The CuarrMAN. As to price, have arrangements been made, for 
example, for the production of aluminum at the Massena plant, owned 
by Alcoa, at a price higher than market price? Is that not true? 

Mr. Boyp. Yes. That is for temporary production, to meet the 
immediate requirements. 

The CuarrMan. That is a natural subsidy to the Alcoa plant be- 
cause of the increased cost of production? 

Mr. Boyp. Yes. 

The CHarrMan. That is not low prices. 

Mr. Boyp. We are not building new facilities either. We are not 
building up a new industry, or segment of the industry, in doing * at. 

The Cuarrman. That plant was dead for all purposes, and i 
being reactivated. Is that called a new industry, or an old industry? 

Mr. Boyp. No, sir. That is something that has to be done to 
meet an immediate requirement. 

Mr. Bryson. Then it will be inactivated? 

Mr. Boyp. We would not plan to keep that in continued operation. 

Mr. Suears. You have kept in the full 4-year program on your 
supply requirements. 

Mr. Boyp. In order to get the facilities back in production you 
had to give them a sufficient contract for them to pay out the cost of 
rehabilitation. 

Mr. Surars. And you made an advance of something? 

Mr. Boyp. Over the period of that contract that advance would 
be paid back. That contract is cancelable and could be canceled in 
2 or 3 years, in which case the Government would lose the money they 
had advanced for that equipment. 

Mr. Suears. And the interest on that advance is only 4 percent, 
is it not? 

Mr. Boyp. I do not know. 
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Mr. Suears. While, as a matter of fact, with the small businesses 
trying to get into this industry at the present time, they have to pay 
up to 5 percent, which is a handicap as compared to what Alcoa is 
getting on this reactivation. Is that not correct? 

Mr. Boyp. I was not aware of that, Mr. Shears. 

Mr. McCuttocn. Mr. Boyd, in view of the testimony we have had 
before this subcommittee, and in view of the possibility that the only 
place we could obtain aluminum, if at all, would be from foreign 
sources, at a lower cost, do you believe it would serve a useful purpose 
for the Congress to reexamine that provision of the Defense Produc- 
tion Act which specifically states that we should not make provision 
for expansion of an industry where it can be obtained elsewhere at a 
lower cost? 

Mr. Boyp. I was not thinking, Mr. Congressman, in making that 
statement, of going outside the country. Weare thinking only domes- 
tically. I would consider that we should do this thing domestically. 
We have had offers from other sources domestically. 

Mr. McCutuocnu. And they have been considered. Is that right? 

Mr. Boyp. That is right. 

Mr. McCutiocu. And you have been directed to consider it, or you 
have reported that you are considering them in accordance with the 
previous statement? 

Mr. Boyp. That is right. 

Mr. McCutuocu. Then in view of all that, do you think it would 
serve a useful purpose for the Congress to reexamine this provision of 
the Defense Production Act? 

Mr. Boyp. I would like to consider that a bit, Mr. Congressman, 
before I answer that question. It is a rather complicated question. 
What you are trying to do is establish businesses which can remain 
competitively in the industry. In other words, this subcommittee 
particularly is interested in bringing new blood into this thing in the 
form of people who can live and compete in the industry. 

I think we should all do everything we can to give them a chance to 
get on their feet and get going and remain a strong part of the industry. 
In reaching that conclusion with both parts of the act we have made 
certain concessions to the smaller producers which give them a chance 
to stay in and compete. 

Mr. Witson. Provided, of course, they can operate efficiently, and 
produce the material at about the same cost. 

Mr. Boyp. That is right. We cannot subsidize inefficiency, 
certainly. 

Mr. McCuttocu. Of course, my line of questions was not indicating 
a desire to subsidize inefficiency. That is contrary to my inherent 
nature, but we are confronted with this condition in America, in my 
opinion. It is impossible to build new facilities for the production of 
some basic materials in America at a cost anywhere near a comparison 
with the cost of building those facilities 5, 10, 15, or 20 years ago. 

Now, if we must make a decision on whether or not we are going to 
foreign sources for essential raw materials, on the basis of cost alone, 
| think we are embarking on a most dangerous course. 

Mr. Boyp. I think I would agree. 

Mr. McCutuocu. If that be the implication of your construction of 
the Defense Production Act, I will answer the question which I 
asked you. 
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I think it would serve'a useful purpose for the Congress to reexam 
the Defense Production Act. 

The CHarrman. | think what the gentleman from Ohio says js 
eminently sound. There is no question about that. But, Dr. Boyd 
let us go back to this Massena plant. 

As | understand it, the Government has loaned Alcoa in connect 
with the reactivation of that Massena plant at New York a little ove; 
$6,000,000. Is that correct? 

Mr. Boyp. As I remember it, Mr. Chairman, that includes bot), 
Massena and Badin, although the Badin item is quite small. 

The CuarrMan. And the interest on that loan is 4 percent. Is that 
your understanding? 

Mr. Boyp. I do not remember. I would have to check that. 

Mr. Keating. What agency loaned it? 

Mr. Boyp. The General Services Administration. 

Mr. Keatine. They loan money? 

Mr. Boyp. They can make an advance against a procurement 
contract. 

Mr. Keatina. Isee. This isa payment in advance for merchandis: 
to be delivered hereafter. 

The CHarrMan. That is right; and the interest rate on that is 4 per- 
cent. They do that, as I understand it, because of the increased cost 
of power, and where the increase is beyond 5 mills per kilowatt, then 
the Government makes up the difference by allowing an increase in 
price. The increase in price that the Government is paying for th: 
aluminum made by Alcoa at those two plants is roughly about 4 cents 
a pound. Am I correct in that regard? 

Mr. Boyp. I have not seen an analysis of the power figures, but 
the arrangement was this: For every mill per kilowatt in excess of 
5 mills, the price paid by,the Government—and this is all going to 
stockpile—would be 1 cent a pound increase over the market pric: 

The CHarrmMan. Whatever it is, it may run to 4 cents? 

Mr. Boyp. It could'run to 4 cents. I think it would be less tha: 
that. 

The CHatrmMan. Above the market price? 

Mr. Boyp. Above the negotiated price, Mr. Chairman. The mar- 
ket-price might increase during that period. I do not think that 
enters into it. 

The CHairmMan. All right. The negotiated price. Then in thes 
two cases of the reactivation of plants, the Government is not on|) 
making a loan by way of prepayment for the goods to be delivered 
subsequently, but it is giving a subsidy in addition of around 4 ce! 
per pound. 

Do you think the clauses of the Defense Production Act would pe: 
mit that? 

Mr. Boyp. This was not done under the Defense Production Act 
It was done under the Stockpile Act. The base price there is 5 mill: 
and nobody can produce aluminum today, as far as I could determi: 
for 5 mills, so the company is only getting an increase over tli 
uneconomic power cost required. 

‘Lhe Cuarrman. I am not complaining of the action of anybo 
in doing this with Alcoa. I would probably have done the sai 
thing, and maybe it is the proper thing, because we want to 
aluminum as quickly as we can. However, the point I want to ma 
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is that we do that for Alcoa, and on turning the page we find these 
burdensome conditions imposed on newcomers, plus what the dis- 
tinguished gentleman from Ohio says. So, how in the world are we 
going to help the aluminum industry in general and get new blood into 
it? 

Mr. Boyp. I think, Mr. Chairman, the answer to that is we have 
used the authority of the Defense Production Act to bring those com- 
panies into the industry by contractual arrangement, and we have 
attempted to do that. If there are difficulties resulting from the 
negotiations we-have had we will have to make other considerations 
in the contracts when they come up for final decision. 

Mr. SHears. Apex testified last week they will need a much 
higher price for aluminum, and yet you certified Apex, did you not? 

Mr. Boyp. We certified them because we understood they could 
meet the contractual arrangements that have been offered them. 
They said at that time they could. I think they have found difficulties 
since then. We will have to review the contract. 

Mr. Keatine. Let me ask the chairman, was the testimony here 
that they pay 4 percent on the $6,000,000 which is advanced to them 
as a prepayment for aluminum to be delivered? 

The CHarrMan. That is my understanding. 

Mr. Keatinc. When we did this Shipshaw deal back in World 
War II and advanced $68,500,000 to this Canadian company, did 
they pay us any interest on that? 

The Cuarrman. No interest at all, and that is what we are a little 
concerned about—that we might do the same thing all over again 
unless we watch out and keep alert. It is a very good point to bring 
up. Go ahead. 

Mr. Suxars. What information do you require each candidate to 
submit on his financial resources, other qualifications, and estimated 
production costs and proposed prices? 

Mr. Boyp. Up to the present time it has not been necessary to 
require statements from proposed participants of his financial resources 
and production costs. No Government loans have been involved in 
any of the expansion program thus far and all increase in capacity will 
be done on the basis of purchase contracts that involve sale of alumi- 
num at the market price. 

Mr. Keartina. I do not understand that. I thought both Apex and 
Harvey wanted Government loans. 

Mr. Wituss. Yes. They both testified they cannot get along with- 
out a guaranty. There is no question about that. Alcoa can get by, 
and Kaiser can get by. Reynolds said he was going right ahead with 
it, but Apex and Harvey said they cannot live at all. So all the letters 
of intent which you gave to these two companies have accomplished 
nothing. They say they cannot get along. 

Mr. Boyp. | can say this, Mr. Congressman: When we furnished 
those letters of intent at those terms, those companies said they could 
go ahead with that deal. Since then they have said they cannot, 
and we will have to take it into consideration in the arrangements we 
have made. At the time they were signed they all felt that they could 
go ahead and do the job on that basis. Now they say they cannot, 
so we have to review it again. 

Mr. Witson. Why do they say they cannot get along now? Do 
you know? 
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Mr. Born. No. I have not been able to explain it myself. Just 
the difficulty of getting private financial institutions to come in and 
put the money up. It took a great many banks and institutions to 
handle even Kaiser. 

Mr. Keatine. I do not understand, Dr. Boyd—not meaning to be 
critical of you—but I just do not understand your statement, “No 
Government loans have been involved in any of the expansion pro- 
gram thus far’’ when you tell us that you know Government loans are 
involved in the expansion program of those two companies. 

Mr. Boyp. The expansion program of two companies? 

Mr. Keatina. Yes. 

Mr. Boyp. I do not know that yet, Mr. Congressman. They have 
not told us a Government loan would be required yet. 

Mr. Keratina. I understood you to say just now that Harvey and 
Apex did tell you that they would need it. 

Mr. Boyp. They have told this subcommittee that. They have 
not talked to me about it. 

Mr. Keartina. I see. It has not come to your presonal knowledge 
until this moment? 

Mr. Boyp. May I make one correction? The Apex people have 
been in to discuss their problem, but they have not mentioned a 
Government loan, but merely told us what trouble they were in, and 
we are now trying to find some way out of it. 

The Cuarrman. I should think that that is certainly involving 
Government loans when they say that they cannot get loans from 
private sources. The only other source must be the Government. 

Mr. Boyp. There are other provisions of the act which can be 
liberalized to permit private sources to get into the thing. 

Mr. Witson. Such as 2! percent interest. That is one of them. 

Mr. Boyp. Yes. They just came to talk to me at the end of last 
week. I have not really had a chance to discuss it and work it out vet. 

Mr. SHears. What can you do? Do you have any suggestions? 

Mr. Boyp. I would not want to make a suggestion here, Mr. Shears. 

Mr. Suears. You would not? 

Mr. Boyp. No. I would want to talk it over some more with the 
people involved in this thing. You are talking to me as a contracting 
agent, and I am not that. That is Mr. Larson’s job. 

Mr. Suears. But you discussed this with Mr. Larson, did you not? 

Mr. Boyp. Yes; but I have not bad a chance to discuss that point 
with him yet. 

Mr. Bryson. You are trying to help these companies to find private 
money if it is possible to do that? 

Mr. Boyp. Yes. We have gradually made more and more conces- 
sions in the contracts to make it possible for private money to come 
into the picture. 

Mr. Suears. Is it not your original intention to give the new- 
comers to the business a little better contract than you would the 
Big Three, for example? 

Mr. Boyp. They have a better contract. 

Mr. Suears. You claim their contracts at the present time are 
better. ' 

Mr. Boyp. Yes. They have a longer period of years in their con- 
tracts than the big companies. 
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Mr. Saxars. Not according to the Harvey contract. We have a 
copy in the record, and it is exactly the same as the contracts of the 
Big Three. 

Mr. Boyp. I have been misinformed then. My understanding is 
that they have been given a longer period of years. I could be wrong 
on that. 

The CnatrMan. That does not square with the facts, in this sense: 
Kaiser has been able to get money without either a guaranty, or from 
Government sources. Harvey and Apex cannot get money, and one 
of the impediments is the 24s-percent guaranty that the Federal Re- 
serve is exacting. So, I would conclude that the contract with these 
independents is more burdensome than the contract with Kaiser. 

Mr. Boyp. That may well be, Mr. Chairman. I think we have to 
review it. 

Mr. Suears. Dr. Boyd, how will you decide between competing 
candidates, as to which to approve for certification, if, as, and when it 
goes ahead? 

Mr. Boyp. When and if there is to be further expansion, judgment 
as to who will participate and to what extent will be based on techni- 
cal competence, financial responsibility, maintenance of a competitive 
industry, and balance within the industry. 

Mr. Suears. Dr. Boyd, is it your thinking you will give more power 
to the Big Three, or are you trying to bring more independents into 
the thing? 

Mr. Boyp. I could not answer that question at the moment. My 
inclination would be to bring in more independents into the business, 
if it could be done. 

Mr. Suxars. Dr. Boyd, the Alcoa, Kaiser, and Reynolds letters of 
intent from the General Services Administration contain a statement 
that the present profit margin on primary aluminum is a reasonable 
margin and is to be used in pricing the output of these companies. 
Do you believe that new producers can enter the industry and meet 
the prices established by these three producers? 

Mr. Boyp. The present price of aluminum as of yesterday is 19 
cents per pound. It was increased a half a cent. This is considerably 
more than the cost of production, but is probably not sufficient to 
permit the additional amortization cost if the new facilities are to be 
completely amortized in a period of 5 years. 

What I have said applies equally to new producers and to old 
producers. The major difference being that the companies already 
in the business may have profits against which they may charge the 
higher amortization costs, thereby effecting a tax saving. This, of 
course, would not be possible to a newcomer in the business who did 
not have large profits. 

Mr. Suears. At that point, you are probably not familiar with the 
fact that Mr. Wilson of Alcoa said that as far as his new facilities were 
concerned, he did not expect to make a cent for the next 5 years under 
the present arrangements. 

Mr. Boyp. I think I have said that. 

Mr. Suears. All right. Go ahead. 

Mr. Boyp. I believe that new producers can enter the industry, 
but I am not convinced that they need meet the established prices, 
for there are other factors involved. I firmly believe that each phase 
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of the industry should stand on its own feet. By that I mean that 
bauxite mining, alumina production and metal reduction should be 
permitted to seek its own competitive level. In my mind it is quite 
possible that some ingot producers might have to charge a slightly 
higher price and yet still be able to stay competitively in the industry 
because of market relationships. 

Mr. Suears. Is there true competition in the sale of bauxite for 
alumina? 

Mr. Boyp. I think so. Yes. 

Mr. Suears. How many companies are there? 

Mr. Boyp. There are three companies, to my knowledge, now. 

Mr. SHears. Besides Alcoa, who are the other two. 

Mr. Boyp. Billeton and Kaiser is going into the production. 

Mr. Suears. But at the present time Kaiser does not have any 
appreciable amount? 

Mr. Boyp. No; but we have certified in his contract that he expand 
or open the mining operation at Jamaica. That is part of his contract. 

Mr. Suears. Is Billeton competitive with Alcoa in the price of 
bauxite? 

Mr. Boyn. As far as I know, they are. 

Mr. Suears. Had you finished your last statement, Dr. Boyd? 

Mr. Boyp. I think I had. 

Mr. Suears. If not, do you believe the Government is justified in 
admitting to the industry companies that will charge higher prices? 
Or is the Government justified instead in increasing the size of the 
present three producers? 

Mr. Boyp. I do not see that there is any sound basis for price 
discrimination in the construction of new facilities for production of 
aluminum. It is very likely that some of the new producers may 
have difficulty in financing the construction of these new plants. If 
so, the Government assistance should take the form of a more liberal 
loan policy rather than any subsidy involving special prices for sale of 
its aluminum. Every effort should be made to bring about an expan- 
sion of the industry that will be permanent and will not involve plants 
which are inherently high-cost plants. 

The CuarrmMan. That is a very good statement. 

Mr. Wituts. Yes; especially that middle statement, which says 
the Government assistance should take the form of a more liberal 
loan policy, rather than any subsidy involving special prices for sale 
of its aluminum. 

Mr. Boyp. That is right. 

Mr. Suears. Do you propose to carry that out? 

Mr. Boyp. We certainly do, and to review the present contracts. 

Mr. Suears. Does that also apply to the candidates who are now 
applying to you? 

Mr. Boyp. Yes, sir. 

Mr. Suears. What candidates do you have for the original | 
million tons? 

Mr. Boyp. I know of no such figure of 1 million tons that was ever 
formally recognized. 

Mr. SHears. Did you know about Mr. Symington’s meeting of 
November 5, 1950? 

Mr. Born. He mentioned briefly a figure of 1 million tons, but it 
was not formally a presentation of a figure. 
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Mr. SuHears. Did you not know that on October 15, Kaiser wrote 
in formally on a 1 million ton capacity, for that expansion? 

Mr. Boyp. The six companies present did present a program that 
was based upon reaching 1 million tons, but that was never a formal 
figure. 

-Mr. Suears. Were you present? 

Mr. Boyp. I was not present at the original meeting. No. 

Mr. Suears. How do you know it was an informal meeting? 

Mr. Borp. Mr. Symington told me so. We just gave them some- 
thing to plan toward. 

Mr. Sears. I believe I interrupted you. 

Mr. Boyp. The companies that applied for the original plan were 
Alcoa, Reynolds, Kaiser, Apex, Harvey, and National Aluminum 
Reduction Co. The other companies did not apply until after the 
program was set. 

Mr. Suears. Are any of these companies qualified, or any of those 
that have applied since, to enter the primary aluminum industry? 

Mr. Boypn. Since we have not decided on additional expansion as 
yet, we have not gone sufficiently into the qualifications to determine 
which are eligible. I am sure that many of them are. 

Mr. McCutuocn. I believe you hope to come to a conclusion on 
this question of additional expansion in the next 60 days? 

Mr. Boyp. I sincerely hope we can. Yes. I do not like to make 
promises ordinarily. 

Mr. Wiuuts. That is over 446,000 tons. 

Mr. Boyp. That is right. 

Mr. Suears. You do not propose to wait until the present facilities 
are in operation until you determine whether you need new facilities, 
do you? 

Mr. Boyd. No, sir. 

Mr. Suears. What is holding up the certification of the qualified 
companies? 

Mr. Boyp. This question has already been answered. 

Mr. Suears. In your discussions with these candidates, have you 
indicated to any of them that they would be considered in the next 
expansion step? 

Mr. Boyp. In each case that a responsible company has been in, I 
have indicated that we shall give them full consideration. That is 
each of those you have mentioned here. 

Mr. Suears. That includes 

Mr. Boyp. Spartan, National Aluminum Reduction Co., Eastern 
Metals Co., and the Independent Aluminum Co. 

Mr. Witson. I hope you do not take what we have said here this 
morning to indicate that this subcommittee believes you ought to go 
out and throw mone y around in order to help out irresponsible parties. 
That is not what is meant. 

Mr. Boyp. I think I understand that. 

Mr. Witson. But, you do have a very serious and very responsible 
job to perform, and we are interested in trying to get some aluminum, 
and get it on a sound basis, without throwing away too much of the 
taxpayers’ money. 

Mr. Boyp. That is what we have been striving to do, and I am sure 
you realize this, and that is one of the reasons why you have to do it 
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as cheaply as possible in terms of the taxpayers’ money. In trving 
to balance that, you make it tough for some of them to get it. 

The CHarrMaAn. We realize you cannot consider aluminum in a 
vacuum, and that it has to be considered in connection with all of the 
other metals which are manufactured, and that you have to take the 
whole picture and not just a portion of it. 

Mr. Suears. Was the Aluminum Co. of America recently certified 
for expansion of alumina capacity, and how much tonnage was 
involved? 

Mr. Boyp. In a letter dated January 4, 1951, from the Secretary of 
the Interior to Mr. Larson of General Services Administration, the 
Aluminum Co. of America was certified for an expansion of alumina 
capacity of 1,100 tons per day, or 401,500 tons per year. 

Mr. SHears. Was there any additional program discussed for ex- 
pansion by the Aluminum Co. of America for alumina, aluminum, or 
both? 

Mr. Boyp. No plans have been considered for further expansion of 
the Aluminum Co. of America over and above the 120,000 tons per 
year included in the present expansion program. 

Mr. SHears. And the reactivation? 

Mr. Boyp. Yes. We are not considering the reactivation as an 
expansion. We are talking now only of the expansion program, and 
not the reactivation program, which is a sepatate issue involved in 
expanding the aluminum industry for the long run. 

Mr. Suears. Your testimony then is that you have never had a 
complete expansion of 500,000 additional tons. It has only been 
446,000 tons? 

Mr. Boyp. That is right. 

Mr. Suears. Do you have any plans for establishing a domestic 
supply of aluminum ore which can be developed into a permanent 
basis for aluminum production? 

Mr. Boyp. With the existing stockpile there is no need for establish- 
ing a greater domestic supply at the moment. We therefore have no 
such plans. 

Mr. Suears. Is the bauxite supply adequate, in the stockpile, for 
M-day? 

Mr. Boyp. It does not quite work that way. Your supplies for 
total mobilization depend upon your imports, plus your stockpile, 
plus domestic production. If we expanded the industry to meet 
M-day we know enough about it now to know that we could supply 
the bauxite. Yes. 

Mr. SHears. How many years’ supply of aluminum can be pro- 
vided from all domestic bauxite, low and high grade? From clay 
and other domestic ores? 

Mr. Boyp. The known reserves of high- and low-grade bauxite are 


sufficient to supply the domestic aluminum industry for a period of 


about 8 years at the rate of consumption required under the present 
expansion program. The reserves of alumina clays are extremely 
large, but it has not yet been demonstrated that the aluminum industry 
could be supported by alumina from such raw materials. 

Mr. SHears. Was not the wartime experimental clay program 
investigated by the Bureau of Mines? 

Mr. Boyp. Yes, sir. 
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Mr. Sears. Did not the Bureau of Mines learn that alumina 
could he produced from clay in a wartime emergency? 

Mr. Boyp. We have never demonstrated it could be done com- 
mercially on a large scale. 

Mr. Suears. Why was not that experiment completed? 

Mr. Boyp. There was never enough money appropriated to do that. 

Mr. McCuttocn. Did the Bureau of Mines recommend that that 
money be appropriated for that purpose? 

Mr. Boyp. Yes, sir. 

Mr. McCuttocn. How many times? 

Mr. Boyp. Annuiilly, since the end of the war. I think I can safely 
say that. Since I have been here as Director of the Bureau of Mines 
I have recommended it each year. 

Mr. Wits. You are talking about the plant at Wyoming and 
North Carolina. 

Mr. Boyp. There were four plants built during the war to experi- 
ment on the production of alumina from clays and other sources, 
One was run in Salt Lake City, but they used the material alunite. 
That proved to be not feasible, and that plant was abandoned. There 
was a plant built in North Carolina, and that plant was never success- 
fully run to conclusion. After the war it was disposed of for a cement 
plant. It was turned into that. That left the plant at Salem, 
Oreg., which is now producing some other materials, and the Wyoming 
plant, which is now lying idle and not being operated at all. It is 
still in Government hands, and we have requested Mr. Larson to keep 
it there until we can get the appropriation to do the experiments 
there. 

We feel we can do all the experiments there. 

Mr. Suears. Is there some plan to reactivate the alumina project 
you mentioned? 

Mr. Boyp. We have asked for appropriation of funds to do that, 
but they have not yet been granted. 

Mr. Suears. Are you undertaking to develop the domestic ore 
supply which would supply all our needs? 

Mr. Boyp. Careful consideration has been given to ore supply, 
including the risks from submarine warfare, after seeking the advice 
of the Joint Chiefs of Staff. Bauxite has been stockpiled to cover 
those risks. Hence there is no need to develop domestic marginal 
ores at the moment. This is all under review as the program expands. 
If there is further expansion, we will have to review it again. 

Mr. Suears. I understand you have just received the M-day 
requirements. Will you submit to us a secret report showing the 
statistics with regard to bauxite, based on these M-day requirements? 

Mr. Boyp. Yes. I will be glad to do that. 

Mr. Suears. Do you feel that the dev elopment of an unlimited 
supply of domestic ore would be a real contribution to domestic 
security? 

Mr. Boyp. I do not. I think we have explained that. 

Mr. Shears. Do you think that such a development should be 
undertaken with Government help, or by individual producers? 

Mr. Boyp. I believe as the necessity arises individual producers 
will do it. If we develop the technical knowledge to help them in 
their research, they will go into the business themselves. 
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Mr. Suears. As I understand it, you have agreed that this Larami: 
project should go forward and have submitted a request for funds 
Do I understand correctly that as Defense Minerals Administrato 
you are responsible for bringing about the effective use of our domestic 
mineral resources, including the Government’s efforts to obtain 
increased alumina from domestic sources? 

Mr. Boyp. Yes. 

Mr. SHears. What steps have you taken as Defense Minerals 
Administrator to reactivate this plant besides this request for funds? 

Mr. Boyp. You are talking about the Laramie funds? 

Mr. Suears. Yes. 

Mr. Boyp. We have taken no other steps than that. 

Mr. SHears. With what persons in the Department of State have 
you had discussions concerning the proposal of the Aluminum Co. of 
Canada or the Canadian Government to increase exports to thi 
United States? 

Mr. Boyp. I cannot remember having any discussion with the 
Department of State on that subject at all. 

Mr. Spears. Why do the reactivated plants at Badin and Massena 
run through 1955, when new domestic plants could be brought in 
before that time? 

Mr. Boyp. I think we have talked about that before, but we might 
recapitulate. Because they are in production and do not require 
manpower and materials to construct. The contract with the 
Aluminum Co. of America for production of aluminum from reacti- 
vated facilities at the Badin and Massena plants is for a period of 5 
years, which will run through 1955. However, this contract is 
cancelable at any time under the provision of the contract. 

Six million dollars was advanced to the company for capital expendi- 
tures required for reactivation. This amount is to be paid back to 
the Government at the rate of 1 cent per pound of aluminum delivered. 
This means that after a period of 4 vears the contract could be canceled 
without loss to the Government. Cancellations before this time would 
involve some loss, depending on the portion of $6,000,000 that has not 
yet been retired at the time of cancellation. 

That means a loss against the advance, and not including the 
subsidized figures. 

The Cuarrman. I think the rest of the questions have already been 
answered. 

Mr. Boyp. I think so. Yes, sir. 

The CuatrMan. We did want to ask you some questions in executive 
session, but I think it would be better, if it is agreeable to you, for you 
to return at 2 o’clock therefor. 

Mr. Boyp. All right, sir. 

The CuatrmMan. We will adjourn until 2 o’clock. 

(Whereupon, at 12 o’clock noon the hearing was recessed unti! 
2 p. m. of the same day.) 


AFTERNOON SESSION 


The Cuairman. Mr. McBride, while we are waiting for the Delegat: 
from Alaska, would you care to goon? We may have to interrupt you 
but in the interest of time you might start your statement. We hav: 
to limit our witnesses from here out, and I am going to allow you 15 
minutes, Mr. McBride. 
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Mr. McBripe. I will be very happy to start, Mr. Chairman. 
The CuarrMan. We will put your statement in the record, Mr. 
McBride, and would like you to give us the import of it for 15 minutes. 


STATEMENT OF HUGH D. McBRIDE, MANAGER, OXIDE DIVISION, 
MONOLITH PORTLAND MIDWEST CO., LOS ANGELES, CALIF.; 
ACCOMPANIED BY REGINALD S. DEAN, WASHINGTON, D. C. 


Mr. McBripe. My name is Hugh D. McBride. I am manager of 
the oxide division of the Monolith Portland Midwest Co. 

I would like to say we deem it a considerable privilege to be before 
this committee on this important problem. 

At first blush it may appear surprising that a cement company 
should come before you in connection with your vital consideration 
of the raw material sources for aluminum. However, it is for the 
very reason that we are a cement company that we appear before you 
to point out the great contribution that this and many other cemert 
companies can make in solving the problem in which vou are interested 
by providing a very adequate domestic supply of alumina. 

I have with me Dr. Reginald 8. Dean, a consulting metallurgical 
engineer. For many years he was Assistant Director of the United 
States Bureau of Mines and he was a member of the Mineral Produc- 
tion Operating Committee of the War Production Board, from 1942 
to 1946. We are thus prepared to furnish expert answers to any 
questions you may have as to the technology involved, as well as any 
answers which | might more appropriately give to questions about 
our project. 

For the past decade our company has been active in the develop- 
ment of a process to provide domestic supplies of alumina, As a re- 
sult of our experience | am appearing to present, first, some observa- 
tions as to the problems involved in the dependence of our Nation 
upon foreign bauxite and, second, to outline to you the problems in- 
volved in the development of a domestic source of raw material for the 
aluminum industry. 

In summary, the points I want to make are as follows: 

I believe the committee will concede the point that the subject 
matter covered iy No. 1 has been adequately dealt with, and the evi- 
dence, I believe it is safe to say, confirms the statements made therein. 

No. 2. The German submarine menace during the last World War 
and its terrific toll upon importations of bauxite is something I believe 
the committee is well aware of. There were 100 bauxite boats and 
escort vessels sunk during the drastic attacks of enemy submarines 
during the last war, and those ships now are on the bottom of the 
Caribbean Se: 

I might add to that we think there is a very definite national peril 
existing here in this aluminum situation. We are talking about a 
million-ton expansion on an annual basis. Where is the raw ma- 
terial for such an expansion to come from if importations should be cut 
of? 1 think we should possibly address ourselves to that subject, if 
you would care to, or I will just leave it at that. 

The Cuarrman. We will have your statement placed in the record 
and we will read the statement. 

Mr. McBripe. Very well, sir. 
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Mr. Bryson. You ask us that question. Let me ask you the ques- 
tion in different words. If importations should be cut off, as you point 
out it was seriously impaired during the war, and if we could not get 
bauxite from those same countries, where would we get it? . 

Mr. McBripr. As Dr. Boyd pointed out this morning, there seems 
to be a contention that, in consideration of the three factors making 
up raw-material supplies for the aluminum industry, those factors 
being the current stockpile of bauxite, domestic supplies, and a small 
amount that they might be able to get through from Dutch Guiana, 
he seemed to think that those three factors would be sufficient in any 
emergency. We are rather inclined to disagee with that conclusion 
because, first, it is probably doubtful that the combination of bauxite 
in the present stockpile and domestic reserves would last any length of 
time in any all-out war. The answer is we do not think there would 
be a sufficiency. 

Mr. Bryson. In other words, we could not get it? 

Mr. McBrive. We would not have it; no. It would not be there. 

The CHarrMAN. You are interested in developing a native supply of 
bauxite? 

Mr. McBripe. Yes, sir. 

The CuarrMan,. Or a substitute? 

Mr. McBripe. A substitute for bauxite. 

The CHarrmMan. And you have expended money in research and 
pioneering in that regard? 

Mr. McBripr. That is correct, sir. 

The CHarrMAN. And in what States have you been doing that? 

Mr. McBripre. At Laramie, Wyo. In the State of Wyoming, and 
in South Carolina, and California. 

The Cuarrman. And have you been measurably successful in 
developing a substitute? 

Mr. McBripr. We have to the point that it is beyond any per- 
adventure of doubt, Mr. Chairman, a substitute can be developed, has 
been developed, which will produce alumina of a satisfactory grade 
for metallurgical purposes. The only question is one of economics. 

The Cuarrman. Has the Bureau of Mines approved your process? 

Mr. McBripe. Yes, sir. 

The CuarrmMan. And has the Government expended any money in 
aiding your research and development? 

Mr. McBripve. Not to any large extent. These costs were mostly 
absorbed by us. The Government later, during the period of 1943 to 
1946, as a result of our research and pilot-plant work expended under 
a contract with us $4 million to construct a plant to test on a semi- 
commercial scale our process for the development of a substitute for 
bauxite. In addition to that, my company has expended around 
$750,000 which has not been reimbursed by the RFC in accordance 
with the terms of our contract. 

The CuHarrMan. Is that the expenditure that the distinguished 
Senator from Wyoming testified to the other day when he was here? 

Mr. McBripr. Yes, sir. 

The CHarrMAN. What is it called? 

Mr. McBripe. Anorthosite. And in the Southeast, in the States 
of South Carolina and Georgia, and in the Great Lakes region, and in 
the Pacific Northwest, and also in California and Texas, there are 
varying deposits of clays and anorthosite, which would lend them- 
selves very completely to the techniques of this process. 
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The CuarrmMan. And alumina is contained in that product? that 
clay? 

Mr. McBripe. Yes. 

The CuarrMan. Is it commercially feasible? 

Mr. McBripg. We believe it would have a very good chance to be 
placed in a commercial situation where it would stand on its own feet. 

The CuarrMan. What can a subcommittee of our complexion and 
our jurisdiction do in that regard to aid you? What do you suggest? 
We give you a forum here whereby you can express yourself. Can we 
do more than that? 

Mr. McBripe. I believe, in answer to that question, Mr. Chairman, 
that the moral support of this subcommittee would be of great assist- 
ance in getting the powers that be in a more favorable position toward 
their activity in what we are trying to accomplish. Now, this whole 
program resulted from the War Production Board's efforts at the 
beginning of the war to bring this very same thing about. 

The CuarrMan. Would you say that after the war their energies 
were relaxed and a sort of apathy ensued? 

Mr. McBripe. Yes. 

The CuarrMan. And you want to have the officials aroused from 
their complacency with reference to this substitute product? 

Mr. MecBripe. Yes, sir; that is about it. 

Mr. Witson. Give us some figures on the cost as you have experi- 
enced it, the relative cost as between bauxite and anorthosite. 

Mr. McBripe. I have before me here a report issued by the Bureau 
of Mines, identified as Report RI-4069, dated May 1947, and on 
page 40 thereof the statement is made that [reading]: 

With a 10 percent contingent allowance on the costs other than raw materials, 
the final cost would total $47.96. 

This is on a process at Harleyville, S. C. 

Mr. Wiison. Is that per ton? 

Mr. McBripe. That ts right; per ton of alumina. 

Now, this goes on to say {reading}: 

No credit has been given for the byproduct residues, which is a high-grade 
portland cement. 

Mr. Witson. Is that the only residue, or do you get some other 
chemical? 

Mr. McBripvg. There would be some other byproducts we would 
anticipate getting, Mr. Congressman; such as soda ash and perhaps 
vanadium. 

Mr. Witson. Cement is the main one? 

Mr. McBrine. Yes, sir. We would estimate roughly that the 
cement credit to this operation per ton of alumina would be $8, 
reducing the costs on the Bureau of Mines figures to $40 net. 

Now, it is my understanding that the present-day production costs 
of alumina from bauxite are around $35 or $40 a ton. Is that not 
right, Doctor? 

Mr. Dean. Yes. 

Mr. Wiiuts. How much does that make it per pound? We have 
been talking about per pound. 

Mr. McBripe. About 2 cents a pound. 

Mr. Witson. What is the relative difference between the cost of 
the plant to process clay as opposed to bauxite? 
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Mr. McBripg. Well, I believe with a well-designated plant, our 
engineers believe that it would cost perhaps $150 or maybe $175 a 
ton of annual production using this process. I think that is perhaps 
higher in capital investment per ton of annual production than a 
plant using the Bayer process, but you see we would consider the 
capital-investment aspect from not only the alumina production but 
from the cement production as well because the cement production 
would be about eight times the alumina production. 

Mr. Witson. And it is also in short supply in this country, is it not, 
cement? 

Mr. McBripe. That is right, sir. 

The Cuatrman. Mr. McBride, your 15 minutes are up. I am very 
sorry we have to in this way vote cloture against you, but time presses 
on us and we have now in the room our distinguished colleague, the 
Delegate from Alaska. We are to hear him now. 

Your statement will be put in the record at this point. 

Mr. McBripre. Thank you, sir. 

(The document referred to is as follows:) 


Tue CriticAL ALUMINUM SHORTAGE AND ITs Errect Upon THE PREPAREDNESS 
OF THE NATION FOR WAR 


Statement of H. D. McBride, manager, oxide division, Monolith Portland 
Midwest Co., accompanied by Dr. Reginald 8. Dean, consulting metallurgical 
engineer, Washington, D. C. 


My name is Hugh D. McBride. I am manager of the oxide division of the 
Monolith Portland Midwest Co. At first blush it may appear surprising that a 
cement company should come before you in connection with your vital considera- 
tion of the raw-material sources for aluminum. However, it is for the very 
reason that we are a cement company that we appear before you to point out the 
great contribution that this and many other cement companies can make in solv- 
ing the problem in which you are interested by providing a very adequate domestic 
supply of alumina. 

[ have with me, Dr. Reginald 8. Dean, a consulting metallurgical engineer. 
For many years he was Assistant Director of the United States Bureau of Mines 
and he was a member of the Mineral Production Operating Committee of the 
War Production Board from 1942 to 1946. We are thus prepared to furnish 
expert answers to any questions you may have as to the technology involved as 
well as any answers which I might more approximately give to questions about 
our project. 

For the past decade our company has been active in the development of a 
process to provide domestic supplies of alumina. As a result of our experience I 
am appearing to present, first, some observations as to the problems involved in 
the dependence of our Nation upon foreign bauxite and, second, to outline to 
you the problems involved in the development of a domestic source of raw 
material for the aluminum industry. In summary, the points I want to make 
are as follows: 

1. The United States in the current mobilization program is again faced with a 
dire shortage of aluminum, just as it was in World War II. 

(a) The Aluminum Co. of America, the dominant factor in the aluminum 
industry, as late as September 1950 insisted that ‘‘there is plenty of aluminum 
for any announced military prograto’’; but already this country has run into 
drastic shortages of aluminum. 

(b) It appears that the Aluminum Co. of America is still using the same 
obstructive methods to discourage a self-sufficiency policy for aluminum for 
which it was so severely criticized in World War II. 

2. At present this country is dependent upon the importation of bauxite for 
its supply of raw material for the aluminum industry, and the threat of Russian 
submarines is even greater than was that of the German submarines which proved 
so damaging in World War II. 

3. The aluminum industry is controlled by monopolistic practices which are 
made effective through the control of foreign bauxite and the discouragement of 
the development of a substitute American source of raw material. 
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4, Satisfactory domestic substitutes for bauxite can be developed in this 
country: 

(a) A program for the development of domestic nonbauxite sources of raw 

aterial for the aluminum industry was worked out during World War II with 
Government financing. 

(i) A $30,000,000 experimental program to test four selected processes for 
the development of such raw materials was set in motion by the Government. 
during World War II. 

(ii) At the end of hostilities this experimental program was terminated 
before the atteinment of conclusive results and the plants for three of the 
selected processes were disposed of and are no longer available. 

(iii) The plant for the fourth process, which was being constructed under 
contract between the RFC and the Monolith Portland Midwest Co., was 
never operated but still stands in good condition and is about 90 percert 
completed. 

(6) This plant can, with the use of a comparatively small amount of money, 
be completed and placed in operation for testing a process to recover alumina 
from anorthosite and clays which are available in unlimited quantities withir 
the United States. 

It very definitely appears that corrective steps must be taken by our Govern- 
ment to insure to the vital aluminum industry continuously available supplies 
of raw materials. Hundreds of millions of dollars have been invested in reduc- 
tion plants and aluminum-processing facilities within the United States; and 
luring the past few months the Government has been negotiating with the 
industry to expand present capacity by approximately 500,000 tons, with plans 
being laid to bring into production another 500,000 tons later on. Even with 
this ultimate million-ton expansion, some Government officials believe that there 
will be insufficient capacity to meet total requirements. Yet the entire potency 
of this vast industry is dependent upon the importation of foreign raw materials, 
with the attendant expense, perils, and uncertainties of foreign control, mining, 
and water shipment during time of war. 

The only raw material that the present industry as it is now constituted can 
utilize is what is known as bauxite, supplies of which are virtually exhausted in 
this country. Therefore, from a national-defense standpoint it is elementary 
sense that a substitute raw material should be developed with such adjustments 
in processing as are necessary. 

Such a substitute raw material is available in unlimited quantities throughout 
the United States in the form of anorthosite and clay, which could with Govern- 
ment aid make the industry entirely independent of foreign sources. Moreover, 
there is situated at Laramie, Wvyo., a Government-owned $4,500,000 semicom- 
mercial, experimental plant which could be placed in operation within a few 
months to demonstrate the economic feasibility of a process to utilize these vast 
resources of domestic materials. 

We address ourselves, then, to the following questions for an evaluation of the 
national risk involved, should the Government elect to ignore the possible use 
of this remedy in the emergency now existing: 

(1) Does the aluminum emergency, which shocked our Armed Forces in 
World War II, still exist today? 

(2) To a large extent the aluminum emergency during World War II was 
.the result of German submarine action against foreign importations of bauxite. 
Is it true that Russia has more and better submarines than the Germans had, 
and that additional methods have been perfected to deny us access to imports? 

(3) Do these aluminum emergencies result from a planned monopoly by 
the industry? 

(4) Is there a reasonable chance of producing a satisfactory domestic 
substitute for bauxite? 


I. CURRENT EMERGENCY 


It is needless to discuss the question before this committee as to whether the 
lefense emergency in aluminum which existed during World War IT still exists 
today. The voluminous testimony adduced during these hearings most certainly 
can leave no doubt but that our Nation is again faced with a very serious shortage 
of this vital defense material. History has again repeated itself in a period of 
less than 10 vears. 
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II. GERMAN SUBMARINE ACTION AGAINST BAUXITE IMPORTATIONS DURING WORLD 
WAR IT-—-RUSSIA HAS MORE AND BETTER SUBMARINES, WITH ADDITIONAL MEANS 
OF DENYING THE UNITED STATES ACCESS TO IMPORTS 


First of all, it will be valuable to review the extent of submarine action against 
bauxite imports during World War II. On September 3, 1943, Mr. A. H. Bunker 
Director of the Aluminum and Magnesium Division, War Production Board. 
addressed a memorandum to Mr. Charles E. Wilson, Vice Chairman, containing 
these statements: 

“* * * the very first step which I took upon arriving here [Washington] 
was to cause a careful and thorough examination of domestic bauxite reserves 
to be made. It was immediately apparent that these reserves were inadequate 
to bear the full weight of a long and difficult war. 

“We were very definitely concerned over the enormous requirements that 
might be placed upon shipping to conduct any large-scale war. We felt, for that 
reason, that every step should be taken to make this country entirely self-sufficient 
in supplyi ing all of its necessary alumina from domestic raw materials. 

* we can claim self-sufficiency for the aluminum system, undoubtedly 
the most vital metal system in the entire conduct of the war, only provided we 
assume either a short war or a far greater degree of shipping freedom than we 
have ever enjoyed in the past 2% vears. Both of these premises seem to me to be 
extremely hazardous and are not assumptions upon which we should dare to risk 
the possible outcome of this war * 

The Reconstruction Finance C orporation emphasized on July 11, 1949, in its 
brief (p. 35) before the United States Court of Appeals for the Ninth Cireuit 
that a national peril existed when they said: 

“Tt is obvious, from a reading of the contract here concerned, entered into 
during the war at a time when enemy submarines were seriously menacing the 
vessels transporting our principal source of alumina to our shores, that it was a 
war contract within the purview of the Contract Settlement Act.’ 

On May 15, 1947, Mr. Oliver C. Ralston, Chief of the Metallurgical Branch, 
United States Bureau of Mines, testified as follows before the subeommittee of 
the Committee on Public Lands, United States Senate, on the investigation of 
national resources (p. 92): 


‘“We were decidedly embarrassed along at the beginning of 1943 when, of the 
60 ore ‘boats’ that were bringing aluminum ore from the north coast of South 
America to the United States, we reached a point where 52 out of the 60 had been 
sunk. No one dared to breathe the situation at the time to the people, or, more 
important, to the enemy. It was a large amount, and we went through the rest 
of the war with ships that were substituted, not well built for that purpose. The 
special ore ships were prepared for fast loading and unloading. So, we fought 


the war with substitute ships.” 

Added to these 52 sunken boats were over 48 escort vessels, which went down 
trying to protect them. Engineering and Mining Journal, in June 1948, page 82, 
a that ‘ * * over 100 bauxite-ore carriers and escort vessels were sunk 
by German submarines, and an immense amount of shipping was allocated for 
the 2,500-mile haul to Gulf coast ports. 

Business Wee *k, August 26, 1950, page 32, states: ‘‘In a global war, shipping 
would be the weak link. During the last war, in the Caribbean, submarines took 
a heavy toll of ore boats from South American bauxite ports, and American 
aluminum producers felt the pinch.”’ 

In the light of the above experience, what can be expected from the Soviets 
with respect to our imports in any all-out war? 

Brookings Institution reports that Russian submarine strength is several times 
greater than Germany’s was during the last war—most of them of the advanced 
snorkel type with longer range and higher speeds. 

Janes Fighting Ships reported from London on December 20, 1950, that th 
Soviet Union is rushing to build up a navy already far in excess of the norma! 
requirements of defense, that 350 to 370 Russian submarines are believed alread) 
in service, with 120 more building, and that the capacity of Soviet shipbuilding 
is reported to be twice that of 10 years ago. 

Moreover, the Associated Press reported on December 22, 1950, that Admiral 
Charles A. Lockwood, wartime commander of the United States submarine forces 
in the Pacific, stated that considerable Russian submarine activity has alread 
been observed off the Pacific coast as early as last summer. 

In the January 1951 edition of Reader’s Digest, Dr. Vannevar Bush, president 
of the Carnegie Institution of Washington and one of America’s foremost scien 
tific military authorities, makes this observation: 
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“We must face, if we fight a major war in the not too remote future, fleets of 
undersea craft, fast and of long endurance, armed with extraordinarily deadly 
weapons- -torpedoes of greater range, speed and subtlety than the world has 
hitherto known. We face attacks on our merchant fleet by guided bombs from 
the air. We face the modern submarine mine, which is exceedingly difficult to 
sweep. Mines placed from the air, arranged so that they can be swept only with 
enormous effort, vastly increase the power of an enemy to deny us ports. Air 
attack on shipping has potent aids in rocket weapons and guided bombs. 

‘A great part of the equipment with which we fought submarines in the past 
war was rendered obsolete when a torpedo appeared that could outrange under- 
water, sound-detecting apparatus, and could home on its target by various means.”’ 

From the above evidence, it seems that there can be no question but that 
Russian submarine strength is vastly greater than was that of the Germans during 
World War II, capable of imposing tremendous damages on our shipping. Added 
to this is the threat of attacks on our merchant fleet by guided bombs and rocket 
weapons from the air, and the placing of mines by submarines and air to deny us 
ports for the loading and unloading of critical cargoes. Compare this combina- 
tion with what the Germans had only in submarines and what they were able to 
do with them alone. 

In the face of such a formidable threat American shipping in any all-out 
war, it would be foolhardy to impose ody our Navy and Air Force the terrific 
burden of protection needed to get these aluminum raw materials to our shores, if 
they could get through at all, when a substitute material of proven adaptability 
to processing is readily available within our own borders. 

Again, on December 27, 1950, Fulton Lewis, Jr., reported from Washington 
on this subject that: 

“We have to build airplanes to lick Russia. 

“Also, we have to build up the gigantic aluminum stockpile so that we can keep 
on building them after the war starts. Industries making nonmilitary civilian 
goods of aluminum already have had their supplies drastically curtailed. 

‘The tragic part is that there is no need for any of it. 

“Russia has a growing pack of schnorkel submarines which, come a real war 
will hit American shipping a lot harder than Germany’s U-boat commanders ever 
dreamed of. And when the pack strikes we are going to be short a lot of important 
war materials, including aluminum. 

“Hardly a merchant seaman alive will ever forget what the U-boats did to 
American ships bringing bauxite up the coast from Dutch Guiana. Bauxite is the 
ore from which aluminum is made. 

“The Germans blew so many of these ships out of the water that the Government 
started scratching the crust of the earth here at home to find a substitute ore. 

“A substitute was found in Wyoming, an ore known as anorthosite. The 
Reconstruction Finance Corporation in 1943 loaned $4,000,000 for construction 
of an anorthosite plant near Laramie, Wyo. The Bureau of Mines and other 
experts said the anorthosite substitute for bauxite would make good aluminum 
and that its supply was unlimited. This is important, in view of the schnorkel 
pack we can expect on our sea coast. 

“The Bureau of ae already has reported to Congress that the anorthosite 
process is feasible. The National Security Resources Board is trying to stockpile 
strategic metal and almost everybody admits that the bauxite supply will drop 
fast when and if the schnorkels start shellacking our Dutch Guiana shipping lanes. 
Yet nothing is done.”’ 

In hearings before the Select Committee on Small Business, United States 
Senate, concerning the current aluminum shortage, Mr. I. W. Wilson, vice 
president of the Aluminum Co. of America, testified on January 26, 1951,that 
Alcoa is 80 percent dependent upon imported bauxite and that if their supply of 
foreign bauxite should be drastically reduced they would be in a very precarious 
position. That it would not be a comfortable one from the standpoint of our 
national position, although Mr. Wilson testified that domestic reserves have been 
expanded through improved processes to use lower-grade bauxite, he failed to 
sav that total reserves of all grades in the United States are insufficient to last 
more than approximately 3 years on a wartime basis. This would indicate that 
in any consideration of the use of domestic supplies of bauxite during any emer 
gency, they are for all practical purposes exhausted. 
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Ill, THESE ALUMINUM EMERGENCIES APPEAR TO RESULT FROM A PLANNED MONOPOLY 
BY THE INDUSTRY 


The following observations are made by Dr. Martin in All Honorable Men, on 
pages 283-298, with regard to this monopoly situation: 

“It would seem that the (international aluminum) alliance, with its fixed quotas, 
could prevent a competitive flood of aluminum from overseas. 

“Alcoa kept its position as the only producer of primary aluminum in the 
United States for over 50 years by avoiding foreign and domestic competition. 
Foreign competition was knocked out by the international alliance. The matter 
of eliminating domestic competition followed the usual pattern: use of patent 
litigation to squeeze out some competitors; absorbing other companies; buying 
up sources of raw material and power; and other moves that are familiar in the 
growth of a large trust. 

“With the outbreak of World War II, Alcoa faced competition for the first time. 
Between 1941 and 1945, Reynolds and Kaiser broke into the field on the heels of a 
drastic aluminum shortage. 

“In spite of the advantages enjoyed by Alcoa, its two competitors, Reynolds 
and Kaiser, made out well enough while the war was on. That brings us to the 
tariff reduction in 1947. Reynolds and Kaiser were by that time living danger- 
ously on the fringe of the league. The relative standings in the industry are 
enough to indicate the strength of the contestants. In the United States, Alcoa 
had a capacity of 878,000,000 pounds; Reynolds, 474,000,000; Kaiser, 270,000,000. 
In Canada, Alcan sat across the line with a capacity of over 1,000,000,000 pounds, 
power costs of one-half cent per pound, and a new tariff of only 2 cents per pound, 
as against average power costs in the United States for all other producers of 31% 
cents. As a result of the ‘removal of restrictions on trade’ by the International 
Trade Organization, Alcan had a clear margin to cut prices below the costs of 
Alcoa’s competitors, if necessary. To preserve Alcoa’s position as leader, Alcan 
could wade in and ‘police’ the industry by threatening a price war. The tariff 
reduction itself had no immediate effect on the price of aluminum in the United 
States. Alcan immediately increased its prices by exactly the same amount to 
offset the tariff reduction.” 

Dr. Martin goes on to say: 

“Just as the six largest financial corporations in Germany interlocked with the 
dominant industrial firms, so there are eight large financial units in the American 
economy which in recent years have assumed a comparable degree of power over 
here.”’ 

Among these eight financial units discussed by Dr. Martin are the Mellon 
holdings, including the Aluminum Co. of America, Gulf Oil, Koppers, and Westing- 
house Electric. 

“Through their cooperative control of the largest insyrance companies and the 
agreements under which they manage all large security issues, these combinations 
of companies are in a position to determine the flow of a large part of the invest- 
ment in the United States. 

“In the ease of war, for example, where the objective is not to make the most 
money, the habitual practices of investment experts get in the way. War produc- 
tion, with its demand for high output, imposes a strain on business organizations 
designed to operate at lower output and high prices. 

“The great productive effort of World War II followed a long period of negotia- 
tions between government and the management of industries to break production 
bottlenecks and allow materials to start rolling. There was resistance to expan- 
sion of basic industries, symbolized by the stacks of aluminum pots in every 
courthouse square, by the steel shortage, and by the delays in the synthetic 
rubber program.”’ 

In Light Metals Monopoly, published by the Columbia University Press in 
1946, this statement is made: 

“There is ample evidence of Alcoa’s attempts to exclude others from the pro- 
duction of aluminum, the purchase and use of power and bauxite lands, the fabrica- 
tion of castings, sheet, and other aluminum products. There is evidence of Aleoa’s 
planned domination of certain corporations, entry into international agreements, 
and other voluntary, deliberate acts of monopolization, in the sense of ‘contract, 
combination, or conspiracy in restraining of trade.’ The activities of Aleoa are 
not merely of historical interest, for, in the recent expansion of production for war 
(World War II), Alcoa has been able to maintain much of its former control.” 

“From the circumstances already described, which led to the concentration of 
production in Alcoa’s hands and to the exclusion of independent producers (in the 
United States), it can be seen that defenders of permanent reduction of production 
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would find some strong support in Washington (following World War II). This 
would imply great cut-backs of production to as near prewar levels as possible, 
distribution of a limited amount of aluminum at protected monopoly prices, and 
lack of interest in programs for developing broader and competitive markets for 
aluminum, The real future of the industry (and its effectiveness in meeting any 
wartime emergency) depends on the development of new markets, and monopoly 
conditions are a barrier to such development, if only because industrial buyers of 
aluminum might prefer not to be dependent on a material having only one domestic 
source of supply.” 

From the above, it appears quite evident that the aluminum emergency in the 
last war and at the present time is the result of a planned monopoly within the 
United States and of cartel agreements with foreign countries. Vhile it is true 
that the Reynolds Metals Co. and Henry J. Kaiser have entered as ‘“‘competitors,”’ 
nevertheless, the result is only an oligopoly (a market where there are only a few 
large sellers). Steady competition has not been promoted but, rather, com- 
munities of interest have been developed, as in the steel and rubber industries, 
with tacit or secret agreements as to market policy. 

Light Metals Monopoly has this to say on this point: 

“If one firm stands out in size, it might become the price leader of the others. 
Price discrimination might persist, especially if the companies were of unequal 
strength in particular fabricating fields, or if one competitor had to rely on another 
for bauxite, alumina, or sales outlets for aluminum manufacture.”’ 

The relative productive capacity of the three producing companies in the 
United States is approximately as follows: Alcoa, 51 percent; Reynolds, 29 percent; 
Kaiser, 20 percent; but Reynolds has experienced considerable difficulty in obtain- 
ing bauxite supplies, and according to our understanding Kaiser is operating under 
a 17-year contract with Alcoa for its bauxite requirements, as will be dealt with 
further along in this statement. 

It is evident under these circumstances that not only does an oligopoly exist, 
but that the three companies are of unequal strength and are forced to rely 
considerably during normal times upon the strong position Alcoa and its Canadian 
sister, Alean, command. 

On July 19, 1949, Dr. R. 8S. Dean, consulting metallurgical engineer, Washing- 
ton, D. C., who is here with me today, testified before the Committee on Interior 
and Insular Affairs, United States Senate, with regard to mineral resources develop- 
ment, as follows (p. 206 of Hearing on Bills Relative to the National Minerals Act 
of 1949, July 15 to August 5, 1949): 

“Since the end of World War ITI a very definite aluminum shortage has existed 
due to cut-backs in production by the industry. Production has shrunk since the 
close of that war from approximately 1,000,000 tons to 750,000 tons per annum by 
the withdrawal of refining units called pot lines. 

“This cut-back in production and the dismantling of producing plants was de- 
fended by the industry by its contention of a shortage of cheap power. However, 
maximum power rates could have been paid (as high as 9 mills per kilowatt-hour) 
and aluminum sold at very close to its present market price, which is 19 cents 
per pound. Moreover, within the industry gas turbines have been perfected to 
produce power at around 2 mills per kilowatt-hour. Obviously, the shortage of 
cheap power is not an entirely adequate explanation for the curtailment of 
production.” 

It is apparent that following the last war the industry inspired, caused, and 
permitted the dismantling of these aluminum plants that would be needed to 
produce the volume then attained, and all present indications are that military 
and civilian requirements for this metal will be very much greater than they ever 
were during that war. 

In support of this statement, Dr. R. S. Dean, in his report of November 28, 
1949, Aluminum Requirements in a National Emergency, stated that: ‘‘No official 
figure has been given but it is generally accepted that in a major emergency twice 
the peak production of World War II or a rate of 2,000,000 tons of aluminum 
annually will be required as quickly as possible and thereafter maintainable for 
along period,’”’ and also, that there was a general acceptance by the industry of 
the reduced volume of production of 750,000 tons per year as a permanent level. 

Now that the Government is planning in two stages a million-ton expansion 
program in the United States through contract agreements with thé three pro- 
ducing companies and other new firms, the professed power shortage is being met 
through the use of new hydroelectric developments in Montana, coal steam 
generation in the Ohio Valley, gas turbines in Texas, and expansion of present 
power facilities serving Reynolds and Kaiser. Had production not been restricted 
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through planned monopoly, as herein pointed out, there would, of course, be no 
such dangerous shortage for military needs as the Nation is now faced with. 

As for Alcoa’s continued attempt to control the major portion of production for 
this emergency, it was recently reported that a secret deal was being negotiated 
between the United States and Canada to expand Canadian aluminum production 
at the expense of aluminum mills in the United States, following urgings by Alcoa 
that the Government buy more aluminum from Canada. This would throw the 
business to Alcoa’s Siamese twin, Alcan, and at the same time prevent building 
up Alcoa’s competitors in the United States. This new aluminum production 
would be located in British Columbia, only 1,600 miles from Siberian air bases, as 
compared with proposed American plants on the Gulf Coast, 5,000 miles from 
Siberia. 

The chairman of this committee, on Jaunary 3 last, (International News 
Service, Washington, D. C.) quite properly protested this action, saying that it 
would threaten to wreck competition among United States producers, and said: 
“This contract might well constitute the greatest blow to the entry of new compe- 
tition into the aluminum industry which could possibly be devised during the 
present mobilization period.” 

Is it any wonder, then, that the letting of contracts to enable expansion of 
production for such a vital defense material as this has been delayed so long upon 
consideration of the influence of the giant monopoly and its effectiveness in 
blocking any progress until it could exhaust every effort to consummate such a 
deal as this to the detriment of a strong wartime industry in the United States? 

Here, again, the influence of the giant monopoly is working against the demands 
of national defense, causing what could well turn out to be a national catastrophe. 


IV. THERE ARE EXCELLENT CHANCES OF PRODUCING A SATISFACTORY SUBSTITUTE 
FOR BAUXITE 


It is best to first review the conditions leading up to the institution of a 
$30,000,000 experimental program by the Government in 1942 and 1943 to 
ascertain what could be done in this direction. 

The United States Bureau of Mines had for many years been seeking a means 
of utilizing such materials as native clays and anorthosite for the production of 


aluminum. With the outbreak of World War II, efforts of the Bureau in this 
direction were greatly accelerated, and in 1942 Mr. O. C. Ralston, then Chief of 
the Nonferrous Metals Division, made this pertinent statement in a report sub- 
mitted to the War Production Board concerning the use of the Monolith process 
for this purposes: 

“Here is the kind of process we have been waiting for, one in which high ex 
traction is not demanded and where the residue has enough value (for portland 
cement production) to pay for its own mining, transportation, and grinding 
Other clay processes almost invariably lead to high processing costs. 

“Stated in other words, here is a scheme permitting easy technology and low 
costs, adaptable for addition to existing cement plants; and the cement market 
is so much larger than the expended war aims on alumina that there is no problem 
involved in wedding the two.” 

This means that if approximately 50 percent of the most favorably located 
cement plants in the United States were to produce alumina from the unlimited 
domestic reserves of anorthosite and clay through the adaptation of this process, 
sufficient alumina could be produced to maintain the entire American system at 
peak wartime requirements. This would obviously eliminate any reliance by the 
industry upon imports of bauxite from abroad. 

On May 4, 1943, the National Academy of Sciences (Dr. Frank B. Jewett, 
president) reported to the War Production Board that ‘‘ the alumina group in thy 
past has on several occasions pointed out to the War Production Board that lime- 
soda-sinter processes are operable and technically feasible. The process as pro- 
posed by Monolith is a lime-soda-sinter process. The Committee believes that 
alumina of proper physical and chemical properties for potroom operations ca! 
be produced from anorthosite and limestone by the lime-soda-sinter process 
proposed by the lime-soda-sinter process proposed by Monolith.” 

On May 19, 1943, Mr. Charles E. Wilson, Executive Vice-Chairman, War 
Production Board, advised Under Secretary of War, Robert P. Patterson, as 
follows: 

“On May 17, 1943, I recommended that the War Department, together with 
Defense Plant Corporation, arrange with the American Nepheline Corp., to build 
a semicommercial plant to produce alumina from clay in South Carolina. In that 
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letter I outlined to you the over-all bauxite-alumina situation and explained that 
we feel it essential to develop in semicommercial plants processes to produce 
alumina from nonbauxite materials. 

“Since then, the proposal of the Monolith Portland Midwest Co. to build a plant 
to produce between 60 and 75 tons of alumina per day from anorthosite and lime- 
stone has been carefully reviewed and approved by the Aluminum and Magnesium 
Division and by the Operating Committee of the Mineral Resources Coordinating 
Division of the War Production Board. 

“We, therefore, now recommend that the War Department arrange with the 
Monolith Portland Midwest Co. to build a plant at Laramie, Wyo., with a capacity 
of 60 to 75 tons of alumina per day at a cost of approximately $3,885,000. 

In the memorandum of September 3, 1943 by A. H. Bunker to Charles E. 
Wilson on this subject, Mr. Bunker stated: ‘“‘For example, 2% years from now we 
(the United States) could be in a position to produce on a large commercial scale 
such alumina as we might need to support the present aluminum system.” 

This statement referred to the use of domestic clays and anorthosite as a sub- 
stitute for bauxite and clearly shows that Government experts considered such a 
substitute to be not only necessary in any prolonged interruption of imports, but 
feasible as well. 

The United States Bureau of Mines in its Report of Investigations on the 
Recovery of Alumina from Wyoming Anorthosite (R. 1. 4132, November 1947, 
p. 3) makes this statement about the Monolith process to utilize these unlimited 
reserves of domestic materials: ‘Small-scale laboratory tests supplemented by 
pet sy runs have demonstrated that the alumina and soda occurring in the 
Vyoming anorthosite from the Laramie Range can be extracted and recovered 
satisfactorily by the (Monolith) lime-soda process.”’ 

Further, on this subject, the testimony of Dr. R. 8. Dean on July 19, 1949, 
before the Committee on Interior and Insular Affairs, United States Senate, con- 
tains these statements: 

“The ComMitrTEE CHAIRMAN. What is your opinion with respect to the process 
which is planned for that plant? 

“Mr. Dean. That, Mr. Chairman, was the subject of review by the War Pro- 
duction Board committee of which I was a member at the time the plant was 
authorized. That committee went into that process in comparison with a large 
number of other processes which were proposed and placed before it, and I con- 
curred in the view of the committee that that was one of the four processes which 
showed sufficient chance of being successfully made into a commercial process 
that it justified the construction of a pilot plant, and I have followed the con- 
struction of that plant and work which has been carried on by the company, 
and auxiliary work which has been carried on by the Bureau, and I think the 
decision arrived at by the committee then that this was a promising process was 
a sound decision, and that nothing has happened to change it 

“The Commirree CHAIRMAN. Can you express to the committee an opinion of 
the efficiency of the plant and the process in transforming that deposit into the 
alumina which appears to be required? 

“Mr. Dean. It would appear from our investigations which have been made 
that there is every likelihood that commercial! operation can be developed which 
will enable the manufacture of both a raw material for cement production and the 
production of alumina. 

“If it is agreed, and T think it must be agreed, that a permanent solution of 
our national security with regard to aluminum requires substantial production 
from domestic sources on a basis which can eventually become economically 
sound, then to accomplish this requires the coordination of a number of factors. 
The raw materials must be available in large quantities of uniform quality and 
capable of large-scale mining. It must be amenable to treatment by a large-scale 
metallurgical process capable of producing high-grade alumina. While it is not 
essential that the production of alumina be tied in with the production of other 
industrial products, it is obviously of great advantage, particularly in the earlier 
stages of growth, if the aluminum-producing process can be tied in with the pro- 
duction of a stable commodity having a well-established market. From this 
viewpoint, the manufacture of alumina as a joint product with the manufacture 
of cement appears particularly desirable. Such a coordinated process for manu- 
facturing alumina and cement is possible with several types of raw material. 
However, at Laramie, Wyo., there is available a unique deposit of anorthosite 
which fulfills the requirements of large reserves and great uniformity as well as 
an indicated amenability to treatment for the joint production of alumina and 
cement.” 
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There is excellent scientific evidence, therefore, that this process to utilize 
domestic substitute for bauxite can be developed satisfactorily on a large-sca\- 
commercial basis believed to be capable of competing with the Bayer proces:, 
which process is dependent upon high-grade bauxite. But the most importa 
policy consideration at this time is one of an assured supply of 1aw materia|s 
which are not dependent upon transportation over many miles of perilous ocea 
routes. 

Reconstruction Finance Corporation argued before the United States Court of 
Appeals for the Ninth Circuit on October 11, 1949, with respect to this point, a 
follows (p. 41 of transcript of Oral Argument on Appeal): 

‘‘* * * There were a great many plants where war contracts dealt wit! 
experimental processes, and many of them, such as the atomic bomb contracts 
were a whole lot less certain than this (the experimental alumina plant at Lara- 
mie, Wyo.). The record shows that the processes have been improved to the extent 
that they would get alumina out of this process.” 

In hearings before the Select Committee on Small Business, United Stat 
Senate, on the aluminum shortage, Mr. I. W. Wilson, senior vice president of 
the Aluminum Co. of America, testified on January 26, 1951, as follows concer 
ing the value of anorthosite as a subtisute for bauxite: 

‘“* * * T know that from a technical point of view, alumina can be pro 
duced from anorthosite of an entirely satisfactory quality for the production of 
aluminum. The question, as I know it, in connection with anorthosite, is thy 
economy of utilizing that material for alumina, and that in turn would depend 
principally * * * upon the value of * * * the byproduct: that by- 
product presumably being a satisfactory base for portland cement.” 

Here again, a process to utilize these nonbauxitic materials is conceded to be 
onerable, the only question being one of production costs. This is the very ques- 
tion that the Laramie experimental plant was to have settled. This is the first 
time to our knowledge that Alcoa has ever conceded this point. 


AVAILABILITY OF DOMESTIC RAW MATERIALS FOR THE ALUMINUM INDUSTRY 


The most promising process for the development of alumina from a domestic 
supply of raw materials is that developed by the Monolith Portland Midwest Co 


referred to in the statements quoted above. As the result of considerable researc! 

my company developed the process for obtaining alumina from anorthosit: 
deposits in Wyoming. During World War II we undertook to construct and 
operate a defense plant project for the Government for the purpose of testing th 
process, and the chief purpose of the test was to determine the economics of ol 

taining alumina from anorthosite. As I have already stated, when Mr. I. W 

Wilson, of the Aluminum Co. of America, testified a few days ago, he stated tha 
the only question as to obtaining alumina from anorthosite is the question as to thy 
economics of the operation. 

I will not take up your time here to go into the details of the battle we had 
during World War II to force the issue as to the development of alumina fro! 
anorthosite. Action was finally obtained only after an order from Mr. Charles 
Wilson, then Vice Chairman of the War Production Board, that the Defense Pla: 
Corporation arrange with my company to build the pilot plant at Laramie, Wyo 
At the same time three other plants to test other processes were likewise ordered 
built. The Government embarked upon a program entailing the expenditure « 
$30 million to develop domestic sources of alumina. Anticipating my stor) 
somewhat, I should tell vou that hostilities in World War II ceased before any 
the four plants were either completed or adequately tested. The other thre 
plants were declared surplus and were disposed of or cannibalized and are not no 
available for the present emergency. As a result of our fight with the RFC, t 
Laramie plant has been kept intact and, fortunately, is still available for 
original purpose. 

My company contributed a royalty-free license for the use of its patents, bot 
for the pilot plant at Laramie and for a commercial installation which might | 
built at the pilot plant. And we deeded to the Defense Plant Corporation t! 
land upon which the plant was built at its actual cost. We contracted with t! 
Defense Plant Corporation to furnish designs and specifications, management, a 
know-how, and to build the plant and to do the test and experimental work with 
The plant was approximately 90 percent completed at the end of hostilities, wh: 
our contract was summarily terminated. As a result of prolonged litigati: 
between my company and the RFC, in which we are endeavoring both to obta 
moneys we deem due us to reimburse us for our expenditures and to compel t! 


f 
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completion of the plant and the running of the necessary test, the plant and its 
equipment, which represent an investment on the part of the Government of some 
$4'4 million, are still intact. There is, therefore, at Laramie, Wyo., a Govern- 
ment-owned, semicommercial experimental plant which was designed and con- 
structed by my company for the purpose of demonstrating the economic feasibility 
of producing alumina from anorthosite and clay. It is the only available asset 
remaining of an expenditure of $30 million for the four plants which were originally 
designed to test different processes to produce this result in various locations. 

The Laramie plant is immediately available for an expeditious solving of the 
remaining problem standing between an assured supply of raw materials needed 
for the production of aluminum and the uncertainties presently existing. It was 
designed by the best qualified men found in private and public fields. It was 
built of the best materials and with the best workmanship and under the strictest 
inspection and supervision, It is ready at once to proceed under the management 
which was in charge from the beginning, the management which holds the basic 
patents, has the required know-how, and has the greatest incentive to make a 
successful operation. 

Now that Alcoa has testified that it now too agrees that alumina can be made 
from anorthosite, all interested parties now are talking about alumina from 
anorthosite, but, unfortunately, only some Members of the Congress who have 
become aware of the situation—notably Senator O’ Mahoney, of Wyoming—and 
this company are trving to act. 

As noted above, the Bureau of Mines has stated that alumina can be processed 
from anorthosite. 

We have been told that the Bureau of Mines has recommended for each of the 
last three appropriation bills that an appropriation be provided for them to com- 
plete the construction of the Laramie plant and to conduct the experimental! 
work at it. Each time, we are told, the Bureau of the Budget has rejected the 
request for the appropriation. We have been given to understand opposition to 
it has been voiced by the National Security Resources Board, whose aluminum 
expert has stated to me that he does not see any place in our economy for this 
process. 

Senator O’ Mahoney has constantly urged that appropriation be made so that 
this plant can go forward to completion and testing. We have been told that the 
Bureau of Mines is now hopeful that a supplemental appropriation bill will provide 
funds for it to complete the project. 

If this appropriation should finally be made, we have no way of knowing 
whether the Monolith Portland Midwest Co. will participate in the completion of 
the project. However, we are primarily interested in seeing to it that the project 
is completed and the operating rcsults are determined. Secondarily, we are 
naturally interested in completing our contribution to the art for which we hold 
the basic patents and have the essential know-how. 

Monolith has done everything in its power to clear the way for future develop- 
ment. We have offered to arbitrate our dispute with the RFC and to renegotiate 
our present contract so that the project can go forward. The RFC has refused 
arbitration and is compelling us to enter into prolonged litigation. We have 
recently again suggested arbitration and have even offered to arbitrate before 
arbitrators none of whom will be selected by us. What we want is action and not 
talk. We think that such action is vital to the best interests of the country and, 
incidentally, we confess action is also in our best intcrests. 

We are confident that the experimental work to be done at Laramie will demon- 
strate the feasibility of obtaining alumina from domestic raw materials. There 
are in the States of Wyoming, California, Texas, and South Carolina and in the 
Pacific Northwest and Great Lakes regions many billions of tons of high aluminous 
materials other than bauxite which will lend themselves very completely to the 
techniques of the processes to be demonstrated at Laramie. The processes 
involved are essentially those familiar to cement manufacturers. In fact, a by- 
product of the process will provide one of the raw materials for the manufacture of 
cement. If only 50 percent of the American portland cement plants located at 
the most favorable points were to utilize such a process in balance with their 
respective cement production, all the alumina needed by the American aluminum 
industry could be produced, thus eliminating dependence upon foreign sources of 
bauxite and, at the same timc, permit entry of new producers of raw materials for 
aluminum into the aluminum industry. The release of the aluminum industry 
from dependence upon controlled foreign sources of bauxite would; in turn, permit 
entry of new metal producers, Instcad of the industry consisting of one giant 
company, as it did in the past, or three great com panies, as it does now, the industry 
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in the future can consist of many independent competing producers who would 
provide in aluminum the benefits of competition, 

The Laramie plant, as I have told you, is about 90 percent completed. If the 
Monolith Co. were given the green light to go forward with the program initially 
contemplated, we would be able to provide the following r sults: 

(1) We can complete the construction of the plant in approximately 90 days. 

(2) With our staff and its know-how, 90 days thereafter we would have the first 
operating results. These results should, we believe, be sufficient to indicate 
whether or not the process is economically sound. If at that time the situation 
required, large-scale commercial plants could be built upon the basis of those 
results. 

However, it must be recognized that any plants built on such data would not 
necessarily be of the best design or the most economic. Additional experimental 
work for another 15 months or so would give us far better data upon which to base 
the design of more economic plants. We are confident the results will demonstrate 
the means of producing alumina at a cost competitive with that of alumina from 
foreign bauxite; but in any event, the operation of this plant will demonstrate how 
alumina can be obtained in case an all-out war should make it imperative that 
alumina be obtained from domestic materials other than bauxite. 

Monolith respectfully suggests that this committee, recognizing as it does the 
nonopoly characteristics of the aluminum industry, can make a substantial con- 
tribution to the mobilization program if it will join with Senator O’ Mahoney and 
other Members of Congress who have become aware of the situation, to compel 
whatever action is necessary to complete the construction of the Laramie plant 
and put it into operation so that the essential experimental work can be per- 
formed at the earliest possible moment. Monolith does not ask you to prejudge 
its case and decide that it should be the only agent considered for the operation of 
that plant. However, as a small pioneering enterprise attempting to enter com- 
petition in the aluminum industry, we do think that our case might well be con- 
sidered by this committee in that light. 

This may not be the proper forum in which to injeet our particular problem. 
If the Bureau of Mines were to take the Laramie plant and attempt to complete 
its construction and to operate it itself, it would necessarily have to work with 
personnel unacquainted with the plant, detailed lay-out, and without the amount 
of know-how of the processes which our organization has. We doubt that the 
Bureau of Mines can obtain results as quickly as we can, and the Bureau of Mines 
has indicated that any program it might undertake would necessarily be one of 
much longer duration before it could have results to report. What we are most 
fearful of, however, is that some large entrenched operator in the aluminum indus- 
try, or an affiliate, might be commissioned to come upon the land which we deeded 
to the Government to operate the plant, the construction of which we have prac- 
tically completed, and test out the processes which we have developed. If this 
should occur, the country may or may not have won the battle for a domestic 
supply of aluminum raw materials but have lost the battle for free competition in 
a vital industry which is now dominated by the company so recently found to be 
a violator of the antimonopoly laws. As the small pioneering company which 
has developed the process up to this point, we appeal to the protection of con- 
gressional committees such as yours who are so vitally interested in the problem 
raised. 

The CuHatrMANn. We will now hear the distinguished Delegate from 


Alaska. 


STATEMENT OF HON. E. L. BARTLETT, THE DELEGATE IN CON- 
GRESS FROM THE TERRITORY OF ALASKA 


Mr. Bartietr. Thank you, Mr. Chairman. 

My name is E. L. Bartlett, Delegate in Congress from Alaska. 

Mr. Chairman and gentlemen of the subcommittee, with your per- 
mission I would like to sketch in rather broad outline a matter to 
which Mr. Wilson, vice president of the Aluminum Corp., alluded 
rather briefly in his prepared statement the other day. I refer to the 
proposed aluminum development at Skagway, Alaska. 

When I say that I want to sketch this, I use that word advisedly 
because the truth is that most of the facts are hidden from me. They 
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are concealed somewhere over the mountains, and I think they are 
hidden to most other people as well. I think they are important 
enough 

The CuarrMAN. Have you a map showing where Skagway is? 

Mr. Bartiert. Yes. I will do that right away, Mr. Chairman. 
I think the facts in relation to this—— 

The CuHarrMan. That is too transparent for us to see. 

Mr. Bartietr. Let me put it this way: This airplane [indicating 
on chart] is almost exactly over Skagway. I noticed that the other day. 

The CHarrMANn. Put your map on the easel. 

Mr. Bartierr. I will point to Skagway first—right about here, 
which is at the northern end of the so-called inside passage to Alaska. 

Mr. Bryson. It is right on the line between Canada and Alaska? 

Mr. Wiuuis. How far from the dividing line is it? 

Mr. Barruierr. It is just a few miles over to Canada, which is part 
of the story in connection with this. 

You see, from Seattle you go up by oceangoing steamship along 
what is in effect a big river—the ocean, but it is narrow in a protected 
waterway. 

Mr. Witson. Can you go up to Skagway all the year around? 

Mr. Bartietr. Oh, yes. Skagway is about 1,000 miles north of 
Seattle and about 100 miles north of Juneau, the capital of Alaska, 
where I make my home now. And that, of course, is a place of very 
moderate climate. I think the winter temperature at Juneau is within 
a degree of the winter temperature of Washington, D.C. It is much 
milder than is generally supposed. 

Mr. McCuttocn. That is by reason of the Pacific Current; is it 
not? 

Mr. Barter. That is right, being right on the ocean there. 

Mr. Wixuis. How far north or northwest from the proposed Ca- 
nadian British Columbia plant would it be? 

Mr. Bartierr. That would be in the neighborhood, estimated, of 
400 miles of the so-called Kitimat project. 

The Cuairnman. Why do you not advertise Juneau as a winter 
resort? 

Mr. Bartiett. I have tried to do so. And there is a wonderful 
hotel there. It is a summer resort, too, because it is not so hot there 
in summer as we find it in Washington. 

I would like to mention this in three different categories, if I may: 
One general, one in relation to the Kitimat project, and one from the 
standpoint of defensibility. 

Generally it may be said that the headwaters of the Yukon River 
rise in a series of lakes immediately back of the Coast Range at the 
head of the Lynn Canal, and Skagway, which is a United States com- 
munity, is at the head of the Lynn Canal. 

On the east slope of these mountains the drainage is east and north, 
and rain and snow melt there and the water runs the entire course of 
the great Yukon River, a distance of over 2,000 miles, before reaching 
the ocean through the Bering Sea; while the west slope drains precipi- 
tously down the plunging Taiya Valley to the Lynn Canal and Pacific 
Ocean in the matter of about 15 miles. 

Consequently, there is a great difference of elevation between water 
levels in the space of a very few miles. This can be converted into 
power heads by two relatively simple tunnels and, depending on the 
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amount of water that the United States and Canada might agree 
could be diverted from the lakes without damage to Yukon navigation 
and other uses in Canada, a large amount of energy could be generated 
at plants near the present cities of Skagway and Haines, Alaska, right 
at deep-water navigation. 

Now, as a matter of fact, I don’t think anyone knows how much 
energy could be generated there. Engineering data at the present 
time are very rough and must be refined by lots of study. But I 
have heard an estimate, for what it is worth, of 12,000,000 kilowatt- 
hours annually. However that may be, the truth is that there is a 
huge supply of low-cost energy available in that region; and, of course, 
that is the only reason that industry is interested; otherwise they 
wouldn’t be thinking of moving up there. But it can be had there 
and at other places in southeastern Alaska, although for this particular 
project this particular location is the best. 

There are few places in the world where nature has provided such 
a geographical opportunity to man. So, while this project is still 
comparatively unknown insofar as its engineering and economic 
problems are concerned, it has quite widespread interest already. 
What is known about the project sounds promising toward supplying 
a large amount of low-cost energy. 

I know that the Governments of the United States and of Canada, 
as well as Alcoa and perhaps other companies, are interested in the 
Taiya project. It is an open secret in Juneau that the Department 
of the Interior and Canadian agencies are doing reconnaissance engi- 
neering work on either side of the border. I understand that a report 
of the reconnaissance may be made this winter, and then decisions 
can be reached as to the worth and advisability of continuing the 
studies looking toward the design of a project. Until this report is 
available, the worth of the project will not be established, although 
it is pretty generally assumed now that the studies will be favorable. 

There is no agreement, I am informed, that would permit anyone 
to proceed with a project at Taiya at this time. I wish there were, 
and I wish that the engineering was completed, because I have every 
confidence that a great and important project is possible at the site, 
one that will benefit both Alaska, northern British Columbia, the 
Yukon territory—in fact, the whole United States. 

Alcoa, as I understand it, has been interested for a period of years 
in investigating the possibility of a development there and has done 
some preliminary work, as has the Bureau of Reclamation of the 
Department of the Interior. 

Mr. Wiuuts. You mean Alcoa has been interested in a project in 
Alaska? 

Mr. Barrier. Yes; this specific one. 

In that connection I might say that we Alaskans naturally are very 
desirous ‘that a project be located there because it would be highly 
meaningful in respect to industrial development. We have a great 
need for capital, venture capital. We have not been too concerned 
as to where that capital comes from. We know we need it, and under 
proper conditions a plant like that would be an economic boon to the 
whole Territory, and it would follow out the President’s expressed 
desire as reflected in his message to Congress in May of 1948 of con- 
tributing measurably to the development of the area. 

But so much for the generalities. 
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Now, not too long ago it was suggested that this project might be 
abandoned even before it was started in favor of another project not 
too far distant from Prince Rupert, called the Kitimat project, and 
disclosure of that information naturally excited wide interest in 
Alaska and considerable distress there. 

The CuartrMan. Before you go to Kitimat, when you say the project 
at Skagway, was that project to be undertaken under United States 
Government auspices? 

Mr. Barrierr. No decision, Mr. Chairman, has ever been reached 
on that. Ishould go further and say that so far as I know the question 
has never been raised, in a sense that a decision was sought as to who 
should develop the power, whether it should be exclusively Govern- 
ment or a combination of Government and private industry. The 
thing has not proceeded that far yet. 

Mr. McCuttocn. What is your general reaction to the advisability 
of private development or development by Government finance? 

Mr. Bartierr. Oh, | sort of abide, to be frank with you, with the 
concept that, if we can get money from private sources, well and good, 
rather than appropriated funds. 

A specific answer to your question, however, and one which I am 
rather confident that practically everyone in Alaska would join me 
in is this: That the public versus the private power issue is not of 
moment within the Territory. Our concern is—let’s get power. 
We do not care whether the Government furnishes it or whether 
private industry does. We lack it, and, if we can get it from Govern- 
ment, well and good. 

An illustration of that was furnished here last year. The Congress 
authorized the building of a plant by the Department of the Interior 
at Eklutna, rather a sizable hydroelectric plant, to supply the city 
of Anchorage, to supply the Army in a growing community. There 
the question was not government forcing private industry out but 
getting government in because private industry was not interested. 
That has been our problem today, of getting venture capital to go 
north. 

Mr. McCuttocu. What yardstick do you use in Alaska in taxing 
industrial property, private industrial property? 

Mr. Barrierr. By yardstick, you mean, Mr. McCulloch 

Mr. McCuttocu. I mean what is the basis of it. For instance, in 
the State of Ohio we provide that industrial properties shall be taxed 
in accordance with certain rules laid down by law. Now, in Alaska 
do you tax industrial property at its true value in money at a certain 
rate per dollar or per hundred dollars? 

Mr. Barr ierr. You mean the real estate, the plant itself? 

Mr. McCuttocnu. Yes; first of all we will take the real estate. 

Mr. Bartrierr. Well, until 2 years ago Alaska had no property 
tax outside of an incorporated municipality. It had no income tax. 
lt had only a few gross taxes. In that year an income tax was enacted 
by the Territorial legislature and a property tax also, Territorial- 
W ide. 

All those laws were assailed in court, and a district court ruled that 
the property tax was invalid. That is on appeal before the circuit 
court of San Francisco now, so for the time being there is no such tax. 

Mr. McCvuttocn. How about equipment? Is there any property 
tax on industrial equipment? 
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Mr. Bartierr. Not until the suit is settled. That matter is 
before the Territorial legislature again, now in session, as to whether 
a new property tax will be passed at this session. 

Mr. McCuttocu. Is that by reason of the fact that you are a 
Territory, or what is the reason you do not tax? 

Mr. Bartuerr. The basic reasoning there I should say, is this: 
The first Territorial legislature met in 1912. The needs were modest. 
A few gross taxes were enacted. During the years the policy was to 
add to those gross taxes or to create a few new ones. It was kind of 
a hit-or-miss system until the Territory has grown so rapidly—the 
population increase was greater there during the last decade than 
anywhere else in the United States—that the legislature concluded 
that a more modern equitable system of taxation would have to be 
enacted, and the laws that I referred to are consequences of that 
thinking. 

Mr. Byrson. Did they not have 48 States and the Federal Gov- 
ernment as precedent for the policy of always increasing the taxes and 
putting new taxes on? 

Mr. Bartruerr. Yes. 

Mr. Bryson. They had plenty of precedent? 

Mr. Barrierr. Lots of precedent. 

Mr. Wiu1s. What was the population in 1912, roughly? 

Mr. Barierr. Roughly fifty or sixty thousand, I assume. But, of 
course, in Alaska, as everywhere else, lots of services that are now 
provided were not supplied then. 

Mr. Wiuuis. Do I understand you to say that, so far as the people 
of Alaska are concerned, you do not have the sharp difference of 
philosophy between private power and public power and TVA and 
private ownership? 

Mr. Bartierr. No. I say that categorically because this Eklutna 
project, to which I referred, will be the first sizable power undertaking 
within Alaska. Up to now it has been a proposition of municipal 
plants for local use only, but no large plants for industrial energy, 
although especially along that southeastern coast, which I pointed 
out on the map, there are magnificent hydroelectric potentialities 
according to surveys made by the Federal Power Commission, the 
Forest Service, and other Government agencies. 

The CHAIRMAN. One last question, Mr. Bartlett. 

Mr. Bartierr. Surely. 

The CHatrMAN. Do you imply that the project at Skagway was 
rejected? 

Mr. Bartierr. No. If I did so, I did not mean to convey that 
thought at all, Mr. Chairman. What I had in mind was the feeling 
that has grown up in Alaska in the last few weeks that Kitimat is 
going ahead, which might result in a failure to proceed with the Skag- 
way project. 

Now there was an article in the New York Times for January 31 of 
1950 which I thought I might furnish, if you care to have me do so, 
for the record which tells about the Kitimat project in some detail. 

It goes on to explain, if I did not misread it, that Kitimat could only 
be built—a very large project—if the United States Government 
made certain firm commitments with respect to purchase of the prod- 
ucts of the plant, and it is interesting in that connection. 
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The CHarrMaNn. Of course, you know there has been a good deal 
of mystery surrounding that project. We have been trying to plumb 
the departments in this whole business, and the officials thus far that 
appear before us disavow very much responsibility and no less knowl- 
edge of the subject; and we would like to know where the idea orig- 
inated, how far it has progressed, if at all, and whether it is going to 
be completed. We are in the dark ourselves on it. 

Mr. Barrierr. Well, Mr. Chairman, I certainly cannot enlighten 
you, because I have been the most mystified person in Washington in 
connection with this whole thing. That is the main reason for my 
appearance here—the hope that the subcommittee could have light 
shed upon this whole thing. 

The CHarrmMan. We have nothing to shoot at if we cannot train our 
sights on anything. 

Mr. Bartierr. Let me read this paragraph of this article and see 
if it gives a point from which to start. [Reading:] 

Canada’s latest effort to send stockpile aluminum here 
that is, the United States 
the country’s second in the last 4 months and a surprising development in view 
of the United States’ rejection of the prior offer, was made by C. D. Howe, its 
Minister of Trade and Commerce, during his recent conference in Washington 
with Secretary of Commerce Charles Sawyer 

Now that is only a newspaper account, but I think it might be 
something to start from. 

If you care to have me do so, I will leave it for the record or for 
your inspection at least. 

(The matter referred to is as follows:) 


[From the New York Times, December 31, 1950] 


CanaDA RENEWING ALUMINUM OFrFER—DoMINION AGAIN SEEKING Deat To 
SuppLy UNitTep States Strockpite WitH Meta ror DEFENSE 


(By Thomas E. Mullaney) 


If the Canadian Government succeeds in its effort to supply substantial amounts 
of primary aluminum for the United States defense stockpile, the world’s largest 
aluminum plant will soon start rising in the wilds of British Columbia. 

Trade sources said last week that the long-planned facility in western Canada 
would be the only possible means of supplying the quantities of metal discussed 
in this second Canadian attempt to sell aluminum to this country for stockpiling. 
The bulk of Canada’s existing capacity to produce aluminum is committed for 
many years. 

Canada’s latest effort to send stockpile aluminum here, the country’s second in 
the last 4 months and a surprising development in view of the United States’ 
rejection of the prior offer, was made by C. D. Howe, its Minister of Trade and 
Commerce, during his recent conference in Washington with Secretary of Com- 
merce Charles Sawyer. 

Authoritative sources in Canada yesterday confirmed that an aluminum deal 
was discussed at the conference with Mr. Sawyer and indicated that various 
amounts of aluminum were mentioned. One of the proposals, it was said, in- 
volved the shipment of 400,000 metric tons, or more than 800,000,000 pounds, of 
Canadian metai here. Other sources said another proposition called for a 1,000,- 
000,000-pound deal. 

DELAY CAUSBD REJECTION 


If any such arrangements are made, it would have to be a long-range agree- 
ment, starting in 1954 or later, because the first part of the British Columbia 
plant could not be in operation before that time. It is the long-range aspect of 
the proposed United States-Canada deal which has confounded trade sources in 
this country. 
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It was the fact that Canada could not deliver until 1953 the major portior 
the 440,000,000 pounds of aluminum offered last August for this country’s sto 
pile that was responsible for the United States’ rejection of that offer at the « 
of October. Trade sources here are wondering why the United States Gov 
ment is entertaining a new Canadian offer which seemingly would take e\ 
longer to complete, especially since by the end of 1952 this country will be 
to produce at least 942,000,000 pounds more aluminum a year than it was capa! 
of turning out when Canada’s first sales offer was extended last August. 

Top-level Government officials here are reported to be sharply divided on | 
latest Canadian offer. Some are understood to be strongly in favor of the dea 
as a guaranty against a protracted period of high military and civilian dema 
for aluminum in this country, while others oppose it on the grounds that dome 
capacity and production by the time the Canadian metal could arrive here wou 
be ample for all United States needs, including stockpiling goals. 

The Canadian aluminum industry has been considering for some time the c 
struction of a power and aluminum center at Kitimat, B. C., with a capacity 
produce 1,600,000 horsepower of electrical energy and 1,100, 000,000 pounds 
aluminum. The Aluminum Co. of Canada has made engineering surveys at t! 
site over the last 2 vears, spending about $1,000,000, and is satisfied that suc} 
project would be feasible. 


PROJECT OF HUGE DIMENSIONS 
Since the site is an uninhabited and undeveloped wilderness, the project would 
require the construction of a hydroelectric power system far greater than t! 
Bonneville Dam system; an aluminum-producing plant; an alumina plant of 
about 2,200,000,000 pounds capacity; carbon-producing facilities; harbor facili 
ties capable of handling oceangoing vessels, and an entirely new town for an 
eventual population of perhaps 50,000. 

A project of this magnitude, according to trade sources, would involve 
expenditure of well above $500,000,000. However, since the plent will be built 
stages, the initial construction probably would be built in 3 vears and be able 
produce 330,000,000 pounds annually. Its cost might run to $200,000,000. T! 
rest of the project could be completed in 5 years, costing at least $300,000,000 
more, 

Canadian authorities believe such a large financing program would involve bot 
private and Government funds. Almost certainly the Dominion Government 
could be expected to furnish some financial assistance, but Canada does not co: 
template asking for a loan from the United States. This country’s pledge to tak 
large part of the proposed plant’s output might be all that would be required her 

Those who favor a go-ahead signal for the huge Canadian facility say it wou 
be an economical producer because of the availability of cheap water pow 
needed for the generation of power. Those who do not favor its developme: 
point out that it would be most vulnerable to attack, being situated within 1,600 
miles of Siberian air bases, 

Mr. Barriterr. Now we in Alaska feel quite definitely that two 
plants wont be located in the near future in this general area. We a1 
selfish, 1 admit. If there is to be only one, we would rather have it on 
American soil in Skagway. At the same time we realize our good 
Canadian neighbors would have to enter into an agreement which 
would supply us with their water. This is not black and white, an 
American proposition versus a Canadian proposition; it is not that 
simple so far as we are concerned. 

On the one hand the Canadian Government, federally or provin- 
cially or both, would have to enter into a compact with us to permit 
us to tap those lakes or else we could not have any plant at Skagway 
On the other hand, the Kitimat project could not go ahead, from what 
we understand, unless this Government contracted to take plenty o| 
aluminum each year from that plant. 

I merely wanted to express the hope from the standpoint of Alaska 
that due consideration be given by the appropriate officials of th 
Government to the American plant as against the one at Kitimat. 
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Now I say that, intending no disservice at all to our Canadian 
friends, because if this huge project which ultimately could, as I 
understand it, produce something like 750 million pounds of alu- 
minum annually, could be put into operation, the beneficial effect for 
northern British Columbia and for the Yukon ‘Territory adjacent 
to Alaska would be tremendous and extremely helpful. poe 

So I hope that while you say you are in the dark now, Mr. Chair- 
man, that you will be in a position to discover what the facts are relat- 
ing to this whole proposition, and particularly for the benefit of the 
gentleman from South Carolina, I would say I hope that the committee 
wrestles with this problem. 

Mr. Bryson. We are wrestling with it today. 

Mr. Barrverr. I would like to refer to one other thing, if I may, 
and this is a matter of great mystery to me and to every one else with 
whom I have talked. 

There were reports or rumors going around here that the Skagway 
project had been ruled out of active and serious consideration 
because that area was not considered to be defensible. 

I have made inquiries for what they are worth, and I cannot find 
out anyone who said that, any responsible official or agency. But I 
think it is a subject that inevitably will recur and ought to be dis- 
cussed. 

I have a sort of a notion, correct or incorrect, that this may be the 
aftermath of something that was very active about 2 vears ago. At 
that time there was discussion and talk that airplanes would no longer 
be built at the Boeing plant in Seattle because someone, or some per- 
sons, or some agency had ruled that Seattle would not be defensible 
in the case of an attack. It was quite a while before the people in 
Seattle were reassured as to that. 

Now I frankly do not believe for a minute that this Nation can start 
saving that great areas are not defensible. If we are going to follow 
out a concept of that kind, those who are left are going to be in some 
little spot in the geographical heart of the country before long pre- 
paring to surrender. I mean that is not the American way to say you 
cannot defend the Pacific Northwest or you cannot defend this part 
of the country or that part of the country, that we are not going to 
defend it all. If that Seattle concept had prevailed, the next thing 
you would have heard would have been that Los Angeles, with all its 
great aircraft factories, could not be defended, and so ‘‘Let’s move 
those plants away.”’ J do not think we operate that way. 

So far as Skagway itself is concerned, a plant there would be just 
about as immune from aerial attack as could be found anywhere, be- 
cause Skagway is in a narrow valley by the Coast Range. The moun- 
tains are precipitous. They rise steeply right there to a height of 
three or four thousand feet, and I do not believe that a four-motored 
plane at the moment can get into the Skagway airport because the 
valley is too narrow for turning purposes. The tunnels through 
which this water would flow would, of course, be the best possible type 
of transmission to be immune from bombing attack, and the Inside 
Passage itself cannot, military experts say, be penetrated by sub- 
marines. There are only a few real openings to the sea, and those can 
be defended without any great difficulty. 

So in particular it occurs. to me that that argument cannot be made 
against any proposed industrial development at Skagway. In any 
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event, I do not think that we can agree that we have to write it off in 
advance or indeed write off any part of American soil. I do not think 
we can do so for another reason, and that is because the main Alaska 
defense line is anchored from Anchorage over here to Fairbanks. 
That is what they call their anchor. It is intended, according to 
present planning, that the defense of Alaska shall be made with that 
line as a base. 

Now, it seems to me that some people are under the misapprehension 
that it would be too bad for Alaska if those great bases there were 
captured but perhaps would not be a matter of particular importance 
for the United States. I suggest the contrary would be the case. 
We have in Anchorage and at Fairbanks three of the great airfields of 
the world. Unfortunately, they could be taken now without too 
much difficulty by an enemy from the other side by determined 
parachute attack. Were they so captured, the whole industrial 
heart of the United States would be open to attack by bombers which 
could make the round trip from those bases, bomb in the States, and 
return. From Fairbanks it is only 2,790 miles to C ‘hicago; 3,270 to 
Washington; 3,255 to New York; and only 1,525 miles to Seattle, 
I think those figures will demonstrate that the capture of those bases 
by an enemy would not mean only that Alaska would fall, but grave 
and grievous and perhaps fatal damage would be done to the entire 
country. 

So in conclusion, Mr. Chairman, I realize this subcommittee has no 
immediate authority to act in this matter. I know that you do not 
have the authority to say, “Let’s build a plant there day after to- 
morrow.”’ And it is not in the hope of getting any such expression 
from this subcommittee that I appear before you, but I think the 
proposition is so important from a national viewpoint, and certainly 
it is very important from the viewpoint of the industrial deve lopment 
of Alaska, that I hope that you will be in a position to ascertain all the 
facts to the end that should all things be equal, the plant may be 
established at Skagway if it is demonstrated to be needed. 

Thank you. 

The CuatrMan. Thank you very much, Mr. Bartlett. 

Mr. Barrierr. Mr. Chairman, I have here, not for inclusion in the 
record because it is rather lengthy, but for your inspection, if you 
desire to look at it, a report on this project, a very preliminary one 
made in May 1949, by the Alaska Development Board. 

The CuarrmMan. We will accept that for the files of the subcommittee. 

(The document referred to will be found in files of the special sub- 
committee. ) 

The CHarrMaNn. Is there anything else you want to put before us? 

Mr. Bartuerr. | think that just about does it. I would like to 
remind you that the testimony of Mr. Wilson of Alcoa expressed a 
lively and continuing interest in this proposed development. 

The CuarrmMan. Thank you, Mr. Bartlett. 

Mr. Barrierr. Thank you. 

The Cuarrman. Mr. Burton. You have a statement that is very 
brief? 

Mr. Burton. I have a short statement which I will elaborate on 
slightly as I go along, if I may. 

he Cu AIRMAN, We are not going to bein session very much longer, 
so I am going to ask you to be brief. 
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STATEMENT OF CARL H. BURTON, SECRETARY, ALUMINUM 
RESEARCH INSTITUTE, CHICAGO, ILL. 


Mr. Burton. My name is Carl H. Burton. I am secretary of the 
Aluminum Research Institute, of Chicago. 

The CuHairMAn. Have you ever been employed by the Government 
or are you in the employ of the Government? 

Mr. Burron. I am at present a special consultant to the Chief of 
Staff of the Air Force on a temporary assignment. However, I would 
like to make it perfectly clear that the testimony I give here today is 
decidedly not Air Force testimony it is the testimony of the secretary 
of the Aluminum Research Institute representing the aluminum 
smelting industry of the United States, the secondary smelters. 

Il am very happy for the invitation to appear here, and in all the 
testimony placed before your subcommittee for consideration, it 
seems to me that the one important sector of the aluminum industry 
that has not been covered or sufficiently recognized is the secondary 
industry, the scrap phase. 

Consideration of se rap is germane to the study of the monopoly or 
cartelization of the aluminum industry due to the vulnerable position 
it occupies with respect to the three integrated powers. The welfare 
and, in fact, the very existence of the aluminum foundry industry and 
of the aluminum smelting industry upon which foundries depend is 
exposed to arbitrary controls which can be turned on or off at the will 
of the producers. 

I hope I may open the way for rightful recognition of this important 
phase in this very short prepared statement. 

Normal flow of aluminum sc rap of all grades, from the highly con- 
taminated to the highest purity, is to the secondary smelters. This 
is the practice built up over years of commercial enterprise. 

As has been shown here in previous testimony, scrap generation and 
accumulation constitutes the main sources for raw materials for the 
smelting industry. 

In time of tight primary metal supply this source of raw material is 
subject to raids by interests other than smelters as a means of adding 
metal to the individual’s supply, not to the aluminum industry supply. 
These raids—such as occurred in 1948 and through 1950—diverted 
large quantities of scrap away from smelters (who have been shown to 
be the main source of supply for foundries) into the hands of the pro- 
ducers via purchase or conversion deals. Both of these practices 
serve to curtail the supply of scrap available in the free market thereby 
causing price increases. In fact, as has been shown in these hearings 
(Dynner, January 26, p. 526 of the transcript, second paragraph from 
the last on the page) conversion deals invite payment of prices for 
scrap at premiums over existing openly established markets. 

To digress, I would like to say in that connection I would like to 
read a letter from a smelter commenting on this phase of the situation. 
It is a very short excerpt. [Reading:] 

I am informed that both Douglas Aircraft of Santa Monica, Calif., and Lock- 
heed Aircraft of Burbank, Calif., are directing their aluminum borings and turnings 
and other materials back to the producers, which I understand to be Aleoa and 
Reynolds. Formerly material from these plants had been offered on open bid 
and was allocated to the highest bidder. This was stopped some months ago, 
and the borings are now being briqueted in Los Angeles and then returned in 
briqueted form to the producers. 

80861—51—-ser. 1, pt. 1-49 
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The CuHarrMan. Does that mean that these aircraft companies 
must sell their scrap to Kaiser and Alcoa? 

Mr. Burton. I am coming, in a very few sentences, to that phase, 
and I will elaborate on it, if the chairman so desires. 

If no producer would lend his cooperation, there would be no 
conversion deals, and without conversion deals there would be a pete 
flow of free scrap. This would result in more realistic price levels. 

I should like again to interrupt there to say that the ineffective and 
vacillating actions of NPA with regard to alumimum scrap serve only 
to add to the confusion. Nothing could have been thought up to add 
intentionally to the chaos which would have been more effective than 
the emasculation and nullification by NPA of the Aluminum Scrap 
Order M-22. 

Indicating the situation that exists throughout the country, I would 
like to quote from another letter, written on January 30 by a scrap 
dealer to a smelter. 

The CuarrMan. These are members of your institute, are they? 

Mr. Burton. Yes, sir. The smelters are members of our group. 

This letter came from a totally independent scrap dealer, who said: 

NPA Order 22 has not alleviated the conversion situation here. In fact, it has 
added confusion and terrific competition for available scrap. 

All was well for a few days until one window outfit received authority to toll. 
Then all hell broke loose. The big producers started to stockpile with the hopes 
of also receiving NPA authority to toll. In addition, word was passed along that 
Order 22 was being revised and a new cut-off date had been established. 

It now appears that price is no object for those who want scrap for tolling. 
Frankly, I am cleaning out my warehouse in this shipment to Reynolds and to 
you in order to avoid the temptation of having scrap to sell at lucrative prices to 
those who want to toll. 


The CuHarrMAN. What is this NPA order? 

Mr. Burton. That was an order issued recently, ostensibly—and 
it was a good order, as it was written—to control aluminum scrap 
usage, melting, segregation, and so forth. It eliminated tolling or 
conversion deals. The ink was not more than dry on the order before 
it had begun to be torn down. What were the pressures that tore it 
down? Ido not know. I think it would be very interesting to find 
out. 

The CuarrmMan. What is meant by a 
language? 

Mr. Burton. A conversion deal is where I, as a consumer of alumi- 
num shapes—a producer of some articles—delegate some person to 
buy scrap for me to send back to the producer of the shape that | 
use, in order to increase the supply of my materials. 

The CHarrMan. Are you intimating that Douglas Aircraft and 
other airplane companies and Kaiser and Alcoa had engaged in a 
conversion deal? 

Mr. Burron. That was not a conversion deal, sir. That was where 
the producers in this case—and it was not Kaiser, but it was reported 
here as Reynolds and Aleoa—— 

The CuHarrMan. Reynolds and Alcoa. 

Mr. Burton (continuing). Have apparently, with the Air Force’s 
help, turned the heat on the aircraft manufacturers and said, “‘Now, 
if you return your scrap to us we will probably be in a better position 
to furnish you more material.’’ I submit to you, gentlemen, that is 
insulting to the intelligence of the American people. 


‘ 


‘conversion “deal” in your 
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The Cuarrman. Did Kaiser and Reynolds pay more than the ordi- 
nary scrap dealer? 

Mr. Burton. I do not know what they pay. I doubt that they 
pay even the going market price for it. 

The CHarrmMan. You doubt that they pay the going market price? 

Mr. Burton. I doubt it. 

The CHarrMAN. Suppose the aircraft people, or the customer of 
the primary producer of metal, refuses to return the scrap to the 
producer? What would happen to him? 

Mr. Burron. Personally, I do not think anything would happen to 
them, because I do not think any aluminum-producing company 
could or would put themselves into the position of denying essential 
defense plants their full, fair quantity of metal. 

Mr. Witson. What is the effect of it then? 

Mr. Burron. The effect is that it removes the scrap which normally 
flows through the open market, subject to the bidding of the consumers 
of scrap—the smelters, for instance—who furnish foundries with the 
ingots from which they make castings. 

The CuatrMan. There is nothing illegal about that, is there? 

Mr. Burton. There is not a thing illegal about it. To me it is 
immoral, but it is not illegal. 

The CuarrMan. It would be illegal if the primary producers, when 
they sell their primary product, would say, “You must return the 
scrap to us and not anybody else.”” That would be illegal 

Mr. Burton. I doubt very seriously if any of the three producers 
were sufficiently shortsighted as to include that verbatim in a contract. 

The CHarrMan. Do they do that indirectly? 

Mr. Burron. I believe they do, and I believe this testimony will 
develop it. 

The CuarrMan. They do that indirectly? 

Mr. Burron. I think they do, and I think this testimony will 
develop it. 

Mr. McCuttocu. Has not this same thing taken place in about the 
same way in the steel industry, Mr. Burton? 

Mr. Burron. I cannot answer that. Conversion deals, you mean? 

Mr. McCuttocn. Yes. 

Mr. Burton. Surely. Wherever the material gets tight you will 
find them reaching for these conversion deals. 

Mr. McCuttocn. And there is no statute on our books which 
condemns that, so at no time has it been illegal. 

Mr. Burton. That is correct. 

Mr. McCuttocn. But it gave rise in the period of 1946, 1947, and 
1948, when there was a short supply of steel, for instance, to gray 
markets, did it not? 

Mr. Burton. Very much so. Yes, sir. 

The CuarrMan. Go ahead with your statement. 

Mr. Burton. Another factor causing grave concern—and this is 
what you were coming to, Mr. Chairman—is the practice of the Air 
Force contracting authorities at Wright Field under which a “request”’ 
has been made that all aircraft contractors return their aluminum 
scrap to the original producers. 

The CHatrMANn. Why do you put the word “request”’ in quotation 
marks? 
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Mr. Burton. I think that will develop. Because it is not an 
order. It does not exist as a clause in any of the contracts that I have 
been able to ascertain; nor does it exist as an out-and-out order, be- 
cause the military are not in a position to issue a hidebound order to a 
civilian industry. 

The CHarrmMan. What is this? Just an oral admonition? 

Mr. Burron. No. It was in memorandum form, which I have 
seen. I do not have a copy of it. I think I may have a copy of it 
in my office. It is 2 years old. I may be able to find it, and if you 
would like, I would be delighted to furnish you a copy of it for your 
records. 

The Cuatrman. We should have it. 

rT’ ° . ‘ 

(Tne material referred to is as follows:) 

Heapquarters, Air Marfériet ComMANp, 
Wricut-Parrerson Air Force Bass, 
Dayton, Ohio, May 17, 1948. 
Subject: Aluminum supply. 

1. At a meeting held at AMC with the aluminum metal producing industry, 
the requirements and supply of aluminum for the increased 1949 aircraft program 
and the Finletter-Brewster 5-year aircraft program were openly and frankly 
discussed. The programs included both USAF and Bureau of Aeronautics 
required production of aircraft and related products. 

2. From the meeting, it was concluded that the aluminim industry needs the 
assistance and cooperation of the aircraft industry, Air Matériel Command, and 
Bureau of Aeronautics, in order to assure a sufficient supply of aluminum to 
produce the aircraft program. The prime objective is the building of the air- 
craft program as called for by the production schedules, and success will depend 
upon a concerted effort on the part of the above-interested industries and air 
services. 

The following facts are disclosed: 

(a) The aluminum producers are limited in supply because of the lack of power 

(b) The aluminum producers are presently producing aluminum ingot to the 
limit of the power allocated, and the supply is currently insufficient to meet the full 
aircraft and civilian demand. 

(c) The 5-year aircraft program will require within the next 2 or 3 years, at 
least four times the amount of aluminum products presently being supplied for 
aircraft and components. 

(d) The aircraft program must be met as scheduled without Government con- 
trols on materials and with as little impact upon domestic economy as possible. 

4. To meet these problems, the aluminum-producing industry plans to proceed 
as follows: 

(a) Provide the required aluminum for the production of the aircraft program 
by means of a voluntary allocation. 

(b) Aireraft aluminum orders and shipments be scheduled to conform with the 
airsraft schedule. 

(c) An aircraft materials control system be adopted within each aluminum 
plant and shipments be controlled by the aluminum industry with the assistance of 
AMC and Bureau of Aeronautics. 

5. The aluminum supply situation is serious and it will take the combined effort 
of the aireraft and aluminum industries to overcome the problems outlined above 
It is requested that the aircraft industry cooperate with the aluminum industry 
in the following manner: 

(a) Orders for aircraft aluminum products be identified by the order number 
designated on the prime contract. 

(b) Prime contract order number be passed on to the subcontractor and vendor, 
so that. aluminum orders from the latter can be identified. 

(c) Refrain from overbuyving or duplicate ordering. 

(d) Beeause of the critical production of ingot, it is requested that aircraft 
aluminum users revert to the World War II practice of segregating scrap, and 
returning same to the basic source. Serap is now being lost to the prime producer, 
and consistent recovery of the segregated scrap will relieve the ingot supply 


shortage. 
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6. It is realized that, while the above request may incur some inconvenience 
and slightly increased workload on the aircraft manufacturers, the results will be 
worth the added effort. An adequate supply of aluminum to build the 5-year 
program can be assured only by cooperation and teamwork of the aircraft indus- 
try, aluminum industry, USAF, and Bureau of Aeronautics. 

7. The main interest of the Air Force at present is the production of the 5-year 
aircraft program, and I am confident that you will do your part to achieve this 
goal. We have been assured that the aluminum industry will do their part if 
the necessary assistance, as outlined above, is given by the aircraft manufacturers 
and the services. 

For the commanding general: 

K. B. Wore, 
Major General, USAF, 
Director of Procurement and Industrial Mobilization Planning. 


Mr. Wiison. Do you think that was issued at the behest of these 
producers? 

Mr. Burron. I do not know. 

Mr. Wiison. Do vou think it was? 

Mr. Burton. Well, I think they are good salesmen. Now, I sub- 
mit to you gentlemen that such a request is tantamount to an order 
on the contractors. It is, of course, obeyed—reluctantly, in many 
cases—but, nevertheless, obeyed. They would fear reprisals, I am 
certain. 

This further contributes to the unnatural control of scrap by the 
primary producers. 

Here again I would like to digress a moment and say that the 
situation is well pointed up in a letter that I received on January 31, 
in which this smelter says—if I can find my letters—that is the same 
thing on Douglas Aircraft, where they were returning their scrap to 
the producers instead of sending it out through the ordinary channels 
of trade, as had been customary. 

Mr. Wituts. Does that letter say that this aircraft company was 
requested to do so, or was complying with a request? 

Mr. Burron. This does not say why the aircraft company was 
doing that. It has been verbally told to the buyers whose bids were 
not accepted and who previously were buyers of this particular scrap. 

The CHarrMan. So the Government might get more money for 
this scrap if others than the original producers were permitted to get it? 

Mr. Burton. It is quite probably true. Again I say I do not know 
the price. 

Mr. Witson. The effect of it, though, is to keep this scrap out of 
the hands of the small smelters? 

Mr. Burton. The effect is to raise the price of our scrap by shorten- 
ing the supply and keeping it in control of the primary producers, 
who are also fabricators, and keeping it away from the independent 
foundries who have no other source for their metal. It is a vicious 
thing. 

The smelters have been protesting this activity for more than 2 
years, as shown by the following quotation which I would like to read 
into the record from a talk that I gave before the American Die Cast- 
ing Institute on October 27, 1948, at Chicago. 

During 1948 the primary producers have been very active and open buyers of 
scrap. This is, of course, due to the inability of reduction facilities to fill the need 
of their integrated processing mills for producing wrought products. Yet in spite 
of metal shortages, the producers have continued to expand fabricating facilities. 
Incidentally little, if any, of the metal acquired as scrap by producers is offered to 
the casting industry as ingot. 
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The open market activities of the producrs have served to divert much of the 
regular flow of scrap from smelters, and is of itself disturbing. But still more 
disturbing is their attack at the very source. I refer to the practice of advising 
their wrought product customers that if the customer will sell his processing scra) 
back to the producer, he may get more sheet, etc. Now that practice isn’t illega), 
but it might be considered immoral since it certainly indicates an attitude of 
absolute indifference for the casting industry and all its customers. 

I would call your attention to the fact that much of the rolling capacity being 
fed by these tactics is publicly owned; that is, you and I own them and lease them 
to the producers. 

Of course, those plants have now been purchased by those who were 
at that time lessees. 

Coupled with the feverish efforts of producers to acquire scrap, we have many 
fabricators and users of wrought shapes, either directly or through scrap brokers 
and dealers, purchasing scrap for the purpos? of sipping to pr» tucers and f bri- 
cators in an effort to get increased allocations. These ‘‘deals’’ and exchanges are 
often miscalled “toll” deals to lend them an air of respectability. But call them 
what you will, when metal conditions are tight as they now are, they become 
vicious. They are at that point now. They have contributed much to rising 
prices and gray markets; they contribute nothing of lasting value to commerce; 
as now used, they are but a means of “hogging’’ more than one’s rightful share. 

Mr. Wirson. What is the main source of scrap? Is it from aircraft 
factories, and so forth, or where? 

Mr. Burton. Scrap is generated industrially from all operations 
which work with aluminum in various shapes. It may be turnings 
from castings on a machine in making certain shapes. It may be 
clippings from trimming down a sheet or strip; or, it may be from 
obsolescence—something that has worn out. It might be an old auto- 
mobile piston, or a cylinder head, or a discarded pot or pan, or a 
wrecked aircraft. 

Mr. Witson. A lot of it could come from just junk piles, and not 
from some aircraft company. 

Mr. Burton. No. That is only one source, but when the aircraft 
industry is running at a high rate, that is the major source. 

Mr. Witson. That is the main source then? 

Mr. Burton. Because it consumes the greater weight of aluminum. 

Mr. Witson. That is what I meant. 

Mr. Burvon. Still further evidence of tinkering or interfering with 
normal industry flow of aluminum scrap appears in the Navy’s with- 
drawal of offerings of aluminum scrap after bids have been invited. 

The CuatrmMan. What does that mean? 

Mr. Burton. I was just coming to that. The Navy has adver- 
tised aluminum scrap invitations to bid, and before the bids have 
been opened, notification has gone out that this material has been 
withdrawn from sale to be held for the Government stockpile. 

I am coming to that, if I may proceed, Mr. Chairman. 

The most recent example of this—and it is but one. of many ex- 
amples which could be cited—occurred at Corpus Christi, Tex., when 
it was explained to a bidder by way of telephone that the offering 
had been withdrawn on the order of the Chief of Navy Matériel at 
the request of General Services Administration that the material be 
reserved for stockpile. 

The Cuarrman. What is wrong with that? 

Mr. Burton. There is no provision for stockpiling aluminum 
scrap, Mr. Chairman. I know of no law that says so, and as I say, 
no ruling of the Munitions Board. Besides, what are they going to 
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do with scrap—conglomerate scrap—in a stockpile? What are they 
going to make from it? 

The Cuarrman. They have to have that refined and shipped? 

Mr. Burton. Unquestionably. 

The CuHarrman. In other words, eventually it has to go to the 
primary producer? 

Mr. Burton. Yes. 

The CuarrMan. And in that sense it is wrong? 

Mr. Burton. Yes, sir. It is definitely wrong in that sense. It 
withdraws more material to put. back into the three producers’ hands. 

The CuarrMan. In other words, when you stockpile scrap you are 
stockpiling a lot of material that has no value at all. You have to 
have the aluminum in that scrap separated from certain portions of it. 

Mr. Burton. It has no value until it is refined and realloyed. 

Mr. Wits. The Government is just aiding and abetting a vicious 
practice. 

Mr. Burron. Exactly. We pointed out two arms of the armed 
services are abetting that practice. This statement from the Navy 
that General Services Administration had requested it, puts the third 
arm of the Government into the thing, and it makes me wonder 
where the small, independent foundries, numbering 2,500 to 3,000-odd, 
and 60 or more smelters in the country, are going to get material to 
stay in business. 

Mr. Wituis. You say this is a vicious practice. Did you discuss 
that with Mr. Larson, and did he explain the possible background for 
that? 

Mr. Burton. We have not discussed it with Mr. Larson at all, be- 
cause we have attempted to work with the armed services on it. 

Mr. Witson. What could be the basis for these three Departments 
doing that? Why would they do that? 

Mr. Burton. I do not know. I would like to know. I think it 
might be well if we all knew what the actual background is. 

First, I think the producers have been marvelous salesmen in get- 
ting members of the Armed Forces to help them out in their search 
for additional materials on the basis, no doubt, that, “Well, if you 
give us more scrap we can give you more material.”” And, I come 
back to the same thing, that the armed services of the United States 
will get all of the material they need. 

Mr. Wituis. Of course, the Government’s policy may be that by 
requiring a stockpiling of that scrap, they can thereby control its 
conversion into war weapons instead of letting it go to smelters and 
be made into pots and pans. That may be what is behind that. 

Mr. Burron. Every pound of aluminum produced in the United 
States can be governed by the Government in its direction of where 
it should go if these orders of NPA are realistic and are put out and 
enforced properly. There is a place in the defense program for sec- 
ondary aluminum. We furnished 1% billion pounds in the last war 
in 3 years. It did not go into pots and pans, because you could not 
put out a pan in the last war. 

The Cuatrrman. I think, Mr. Burton, you have developed enough 
facts so that I think we should address a communication to the three 
branches of the Government, at least asking their opinion on the very 
important matters that you have brought out today. 

Mr. Burton. I think it would be very desirable. 
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The Cuarrman. If there is no objection, that course will be followed. 

Mr. Burton. I would like to point out that it ought to be done 
quickly, because the period of strangulation is right on us. It is 
almost impossible to buy aluminum scrap in the open market today. 

The CuarrMan. The Chair instructs the counsel to address com- 
munications to the three branches in that regard, and you might aid 
counsel in drafting such a communication. 

Mr. Burron. I will be delighted to help in any way with it. 

May I have one more word, and I will have finished this brief 
testimony? 

The CuarrMan. Surely. 

Mr. Burton. Mr. Wilson asked about the type of material. Well, 
the type of material that the Naval Gun Factory here in Washington 
has withdrawn are turnings from castings and clippings. That down 
at Corpus Christi is ingot from wrecked aircraft scrap, and vou can- 
not use it in any defense program without first reconverting it and 
and realloying it. 

Mr. Wixuis. It should be pointed out to you that I remember very 
distinctly the chairman asked Mr. Wilson about that practice. 

The Cuarrman. And he denied it. 

Mr. Wits. He said that was an accommodation to customers who 
asked them to do it. 

Mr. Burton. The subcommittee has both sides before it, and I am 
sure you will want to sift the thing completely. I submit to you that 
the foregoing statement and remarks point out that there is extremely 
grave danger to a segment of American industry, that is, the secondary 
aluminum smelting industry and the foundry industry which it 
serves—threatening them with total disruption by curtailment of 
their raw material supplies through pressures brought on or con- 
tributed to by primary aluminum producers, which they are capable 
of wielding by virtue of the position they occupy with respect to 
fabrication. 

Thank you, gentlemen. 

The CHarrmMan. Thank you very much, Mr. Burton. You will 
address yourself to the counsel of the subcommittee and aid him in 
drafting the communications. 

Mr. Burron. Yes, sir. 

The CuatrMan. The subcommittee will now adjourn, and we will 
reconvene on Wednesday at 2 o’clock, to hear the Secretary of Com- 
merce, Mr. Sawyer, and also Mr. Harrison. 

(Whereupon, at 3:35 p. m. the special subcommittee adjourned to 
reconvene on Wednesday, February 7, 1951, at 2 p. m.) 
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WEDNESDAY, FEBRUARY 7, 1951 


House oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON THE Stupy oF MONOPOLY 
PoWER OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The special subcommittee met, pursuant to ngs on at 2:10 
p. m., in room 346, Old House Office Building, Hon. Joseph R. Bryson 
presiding. 

Present: Representatives Bryson, McCulloch, Goodwin, Wilson, 
and Rodino. 

Also present: Curtis Shears, counsel to the subcommittee. 

Mr. Bryson. Gentlemen, you will observe that the chairman is not 
here. I am sure he will be here presently. 

Our first witness today is Secretary of Commerce Charles Sawyer. 

In view of the fact that all of us are busy, and especially the Secre- 
tary, | am sure that it would be the wish of the chairman for us to 
proceed with the hearing 

So, Mr. Secretary, will you come forward, please, sir? 


STATEMENT OF CHARLES SAWYER, SECRETARY OF COMMERCE 


Secretary Sawyer. Mr. Chairman, I appreciate your going ahead 
with this. I may say that if Mr. Celler does not arrive before I have 
concluded I will be glad to come back, if he wants me to. 

Mr. Bryson. If he wants to cross-examine you? 

Secretary Sawyer. Yes. Or, examine me—on the theory that I am 
a friendly witness. 

Mr. Bryson. All right, sir. 

Secretary Sawyer. My dear Mr. Chairman, in response to your 
suggestion that I explain my views to your subcommittee with refer- 
ence to the extension of aluminum facilities in the United States and 
Canada, I will repeat what I said in my letter—I might say that was 
the letter I wrote to Mr. Celler—while T think others are better quali- 
fied than I to discuss this matter, I am glad to appear before your 
committee and tell you what I think about it. 

All of the information which has come to the National Production 
Authority and other bureaus of my Department indicates that the 
demand, both civil ‘and military, for aluminum will far exceed any 
presently available supply—even including everything which the 
Canadians as well as the Americans can supply. 

My opinion, in brief, is that we should get all the aluminum we can, 
as fast as we can, as cheaply as we can, and from wherever we can. 

I have had no discussions whatever with the Aluminum Co. of 
Canada or any of its representatives. I am not lodged with the respon- 
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sibility for contracting for supplies of aluminum and I do not seek or 
desire this responsibility. The Honorable C. D. Howe, Minister of 
Trade and Commerce of Canada, my counterpart in that country, 
came to see me just after the time our Secretary of State and the 
Canadian Ambassador signed, on October 26, 1950, a “statement of 
principles for economic cooperation.’”’ Mr. Howe and I had witnessed 
that ceremony. 

The first principle set forth was: 

In order to achieve an optimum production of goods essential for the common 

defense, the two countries shall develop a coordinated program of requirements, 
production, and procurement. 
In my judgment, that was and is a desirable objective, and when we 
signed for the United States I assume that we meant what we said. 
Our economic and cultural ties with Canada are closer than those 
with any other country—it is the part of wisdom to encourage and 
not discourage that objective 

Mr. Howe came to talk with me about certain materials needed in 
Canada and incidentally mentioned the matter of aluminum, which 
we discussed briefly. I told him I had no authority to make any 
commitments with reference to purchases which our Government 
might make, and when he suggested that he was planning to see Mr. 
Stuart Symington, Chairman of the National Security Resources 
Board, I said I thought that was exactly the thing he should do. 

I have had no further contact with this matter except for two brief 
conversations with Mr. Howe and an exchange of letters with him and 
with Mr. Symington. My attitude in discussions with him and in 
the letter which I wrote to Mr. Symington was that expressed above 
that we should get aluminum wherever we can, as fast as we can, and 
as cheaply as we can—and that certainly would not exclude Canada. 
The manner in which this is to be accomplished is not one of my 
responsibilities and I do not care to undertake it. 

Your note suggests that I give my opinion as to the 
impact of the Alean proposal on competition in the United States, the national 
security, and the allocations of critical materials ond equipment in short supply 
by the United States to Canada for this project. 

As I have seen no Alcan proposal I cannot comment upon its impact 
on competition in the United States. With reference to national 
security, my feeling is that the sooner we get aluminum, the better. 
With reference to allocations of critical materials and equipment in 
short supply, no request has been made of us along this line and I 
will decide that question—or it will be decided by the National Pro- 
duction Authority—when it arises. 

In order that I may not appear to be avoiding your question, how- 
ever, I will say that I propose in the future—as we have in the past— 
to carry out the spirit of the cooperative understanding with Canada. 
I may add that we have found them on their part to be more than 
cooperative with us and their requests of us have been modest in the 
extreme. 

Mr. Howe also had a discussion with General Harrison, at which 
I was not present, but at which I understand he asked what might be 
the United States’ demand for aluminum in the years immediately 
eg us. That information, I believe. General Harrison plans to 
furnish. 
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I do not know that any recent offer has been made to any agency 
in our Government, but I was told that the price included in an 
earlier offer was approximately 2 cents below the current market 
price—by that I mean the price today. 

As stated above, I am not the one to make the contract, and neither 
desire nor intend to undertake that task. I feel it quite proper, 
however, to treat with great consideration any suggestion from my 
counterpart in Canada, “and in view of your invitation to give my 
views, there is no reason why I should not say publicly what I think 
about the general problem. 

Mr. SHears. Mr. Sawyer, I presume you are familiar with the 
Canadian statement that it would take 3 years for them to get their 
first facilities into production in British Columbia, and 5 years to 
get it completed. In the light of that statement, would you say it 
would be better for us to proceed with more rapid expansion in this 
country, rather than waiting 3 years for the Canadians to get into 
production? 

Secretary Sawyer. You began by saying you assumed I was familiar 
with that statement. I am not familiar with it. I have seen no written 
statement whatever with reference to what the Canadian company 
can do. I was told that after it was understood that we would not 
make commitments, there had been commitments made to the British 
in some considerable amount in addition to what they had been taking 
before, which might postpone deliveries to us; but my own feeling is 
that we should, as I say, get it wherever we can, and I did not intend 
to imply here we should take it from Canada to the exclusion of 
increasing the sources of supply in this country. I think I am safe 
in stating that no matter how much we get, we will not have too much. 

Mr. Suears. We have had evidence in the record that, for example, 
our own companies could go into Texas and use natural gas and get 
into production in a year or 18 months, while the earliest time the 
Canadians could get into production to supply us with any aluminum, 
as I understand it from their testimony, is 3 years, and at the outside 
5 years. 

Secretary Sawyer. Well, inasmuch as I do not know what the 
facts are, I do not believe there would be any point in my commenting 
on it. 

I will say this: As I said before, I think we should get it as soon as 
we can, but I do not think we will get too much if we get it from both 
sources. 

Mr. Suears. Dr. Boyd testified that he received on a piece of 
paper the output of the British Columbia plant for 1954 and 1955. 
He said that he received it from General Harrison, and that you had 
given that to General Harrison. Is that a correct statement? 

Secretary Sawyer. He may have been referring to some figures 
given to me in a letter from Mr. Howe which perhaps were passed on 
to Mr. Harrison and from Mr. Harrison to him. These figures 
indicated the minimum deliveries which could be made to the United 
States, including what is coming currently and what additions would 
follow, assuming immediate construction of a second development on 
the Peribonea River in Quebec and the first stage of the development 
in British Columbia. 
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(1) 220,000,000 pounds during 1951; (2) 280,000,000 pounds during 
1952; (3) 350,000,000 pounds during 1953; (4) 530,000,000 pounds 
during 1954; (5) 680,000,000 pounds during 1955. 

Mr. Suears. Did you give any instructions to General Harrison 
with regard to this piece of paper containing the British Columbia 
output? 

Secretary Sawyer. Yes. Apparently I did. 

Mr. Suears. Mr. Sawyer, in the light of the aids given to the 
present producers of aluminum—Alcoa, Kaiser, and Reynolds—in 
order to get at least two of those into the industry during the last 
war, do you favor special or similar aids at this time for newcomers, 
say, small-business people, to get them into the aluminum business? 

Secretary Sawyer. In my opinion it is highly desirable to get 
newcomers into the aluminum business. It is one of the most highly 
concentrated businesses we have. 

In the report which my Department made to this committee, I 
think about a year ago, the indication was that the concentration 
within the top five, I believe, was 98 percent, which is extremely 
high. So, on theory I am in favor of adding to the number of sup- 
pliers of aluminum. 

Mr. Suears. I think possibly you have inadvertently made a 
mistake there. There are only three producers actually now engaged 
in the production of aluminum, and I think you said five. 

Secretary Sawyer. I may have made a mistake as to the number 
now in production, but I do not think I made a mistake as to the 
number involved in the report I made, which was based on a survey 
made in 1937. I have the figures here, and I think it has been sub- 
mitted to your committee. If I am wrong, then I am wrong; but at 
any rate, it is very small. 

Mr. Suears. Do vou know of any others except the Aluminum Co. 
of America, the Kaiser Aluminum & Chemical Co., and the Reynolds 
Metals Co. 

Secretary Sawyer. No; I do not. I have made no study of the 
matter myself. I have the report which I submitted to your committee 
here, I think. This included aluminum rollings and drawings, which 
may involve other portions of the industry than production, you see. 

There were 15 companies involved. The value of shipments was 
$404,000,000; 94 percent was confined to the top four companies, and 
98.5 percent to the top eight. 

Mr. SHears. The reason we were in confusion there was because 
we have addressed our inquiries toward the primary aluminum busi- 
ness, which has only three producers. 

Secretary Sawyer. We are not in confusion about the fact that it 
is concentrated, are we? 

Mr. Suears. That is right. e 

Mr. Bryson. And we want to try to keep it from becoming even 
more concentrated. 

Secretary Sawyer. Well, I think that is highly desirable. I think, 
of course, we have a primary objective now—which is to get alumi- 
num—which I put ahead of everything else. 

Mr. Bryson. We would like ultimately to become self-sufficient 
within our own borders, but under the present circumstances, as you 
have too well observed, we want, and need, and must have aluminum. 
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Are there any questions? 

(No response. ) 

Mr. Bryson. Mr. Secretary, we are very much obliged to you for 
coming. 

Secretary Sawyer. I thank you very much for your courtesy. As 
I say, if the chairman on his arrival wants either to examine or cross 
examine me, I will be glad to come back. 

Mr. Bryson. Well, thank you, sir. 

Secretary Sawyer. Thank you very much. 

Mr. Saears. Mr. Chairman, at this time I would like to offer a 
Report on Independent Small Business in the Field of Aluminum 
Extrusions, submitted by the Aluminum Extruders Council, dated 
January 18, 1951. 

Mr. Chairman, Mr. Celler authorized me to offer this into the record, 
rather than call the representative of the Aluminum Extruders Coun- 
cil as a witness, and I would like to have it reproduced in the record 
at this point, as though he testified. 

Mr. Bryson. Without objection, it is so ordered. 


STATEMENT OF M. CARL CUSHNER, GENERAL COUNSEL, 
ALUMINUM EXTRUDERS COUNCIL 


Mr. Cusuner. This is a report on independent small business sub- 
mitted by the Aluminum Extruders Council. 

This brief is herewith crawn and submitted specifically on behalf 
of the Aluminum Extruders Council and generally in the cause of 
small and medium business. It is a factual record written in humble 
sincerity but with the desperation begotten of its fight for survival as 
the death knell distinctly draws ever closer to the ears of small busi- 
ness, yet cannot be heard by others who will not hear. 

The Aluminum Extruders Council recognizes the unprecedented 
gravity of the crisis in which our Government is involved and the 
vastness of its defense program resulting therefrom. We are, there- 
fore, stanchly dedicated to the acceptance of our full responsibilities 
in the discharge of whatever assignments may be ours to fulfill. To 
this end we pledge our plants, our investments, and our undying 
efforts. 

The Aluminum Extruders Council is an association of firms through- 
out the United States engaged in the business of extruding aluminum 
forms and products. The originating aluminum with which produc- 
tion begins in these extrusion plants is known as billets, the domestic 
supply for which is exclusively controlled by the prime producers, 
Aluminum Co. of America, Reynolds Metals Co., and Kaiser Alu- 
minum & Chemical Sales, Inc. These billets are processed or extruded 
into various shapes and forms, in which fabrication field the members 
of this council and the prime ' producers are engaged. In relation to 
the prime producers of aluminum and the few larger firms engaged in 
the business of extruding aluminum forms and products, the Alumi- 
num Extruders Council on this comparative basis is strictly represen- 
tative of the comparably smaller firms located throughout the United 
States possessing approximately 30 percent of the extrusion presses in 
the country. The council presently represents better than 85 percent 
of such firms from coast to coast with more than a substantial prime 
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aluminum extrusion capacity. These firms will hereafter be referred 
to as independent extruders. 

The case of the independent aluminum extruder through its organi 
ization, the Aluminum Extruders Council, aside from its vital produc- 
tion capacity as it relates to the vast defense-production program, is 
grounded upon the provisions of the Defense Production Act, which 
contains sections deliberately designed to protect small and medium 
business, to the end that their efforts may be enlisted within the vast 
ness of the defense-production program. 

Public Law 774, cited as the ‘‘Defense Production Act of 1950” 
This act was approved on September 8, 1950. Quoting in part from 
its declaration of policy, this act contemplates— 
diversion of certain materials and facilities from civilian use to military and re- 


lated purposes. It requires expansion of ,Productive facilities beyond the level: 
needed to meet the civilian demand * M 


and— 


* * * jinorderthat * * * the national economy may be maintained wit! 
maximum effectiveness and the least hardship, normal civilian production 
* %* * must be curtailed and redirected. 


This act is designed to— 


* * * promote the national defense by meeting * * * the requirements 
of miljtary programs * * * and by preventing undue strains and dislocations 
upon * * * production or distribution of materials for civilian use within 
the framework * * * of the American system of competitive enterprise. 


Written into this act are sections which reflect the interest and con- 
cern of Congress for the protection of small-business enterprise. 
Title VII, section 701 (a) 
* * * that small-business {enterprises be encouraged to make the greatest 
possible contribution * * 


Section 701 (b) (i) to— 


* + * provide smal! business enterprises with full information * 
concerning activities of the various * * * agencies under this Act * 


Section 701 (b) (i): 


* * * business advisory committees shall be appointed * * * for th 
purpose of consultation in the formulation of rules, regulations, or orders * * * 
under * * *_ this Act, and in their formulation there shall be fair represe nta- 
ticn for independent small, for medium and for large business enterprises * * 
for trade association me mbe m Ft? 


. : —- : 
Section 701 (c): 
Whenever the President invokes the power * * * to allocate or approv: 
agreements allocating, any material, * * * he shall do so in such a manner 
as to make available * * * for small business and various segments thereof 


in the normal channel of distribution of such material a fair share of the available 
civilian supply * * * and having due regard for the needs of new busines: 


In an apparent effort to give full meaningfulness to the interests of 
small business, Congress further enacted as part of this act, 
Section 708 (e): 


The Attorney General is directed to make * * * surveys for the pur 
pose of determining any factors which may tend to eliminate competition, creat: 
or strengthen monopolies, injure small business, or otherwise promote undue cor 
centration of economic power in the course of the administration of this Act. 
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Under the authority of the Defense Production Act of 1950, the 
National Production Authority on October 27, 1950, issued its first 
aluminum order, M—5. Section 26.1 thereof states: 


Its purpose is to make possible maximum production of aluminum by reducing 
to a minimum disruption of normal distribution and by providing equitable dis- 
tribution of rated orders among all aluminum producers and fabricators and all 
distributors and jobbers of aluminum. 


On November 13, 1950, the National Production Authority issued 
its second aluminum order, M—7. Section 26.21 thereof states: 


The purpose of this subpart is to describe how the aluminum remaining after 
allowing for the requirements of national defense may be distributed and used in 
the civilian economy. It is the policy of the National Production Authority that 
aluminum and articles made of aluminum, not required to fill rated orders, shall 
be distributed equitably through normal channels of distribution, and that due 
regard shall be given by suppliers to the needs of new and small business. 


This order limits the use of aluminum in civilian manufacture to 100 
percent of a prior base period for December 1950, and reduces this 
percentage to 65 percent for the first quarter of 1951. 

It is extremely pertinent to note here that, notwithstanding the 
specific provisions of the Defense Production Act of 1950, at no time 
prior to the issuance of either of these orders was there— 


a fair representation for independent small, for medium * * * _ business 
enterprises * * * for trade association members, 

Indeed, “large-business enterprises’ were handsomely accommo- 
dated, which is hardly the case for “independent small, for medium” 
enterprises or “for trade association members” on any existing ‘‘busi- 
ness advisory committee” in the aluminum industry. At no time was 
any representative of the Aluminum Extruders Council given an 
opportunity to be heard or invited for consultations or for the presenta- 
tion of any facts or figures which might assist in an impartial promulga- 
tion of such orders. It is a matter of record that consultation with 
industry was confined to the few large aluminum prime fabricators, 
such as Alcoa, Reynolds, and so forth. This is a policy which has 
been adopted, to the date of this writing, by the Light Metals Division 
of the NPA, who had full and complete notice, in writing, of the ex- 
istence of the Aluminum Extruders Council. This independent ex- 
truders’ group has continuously petitioned and persisted in its right to 
be permitted to join the aluminum advisory committee, in which 
sat their normally big business competitors. Nothing more than 
unfilled promises and assurances were the fruits of this effort. The 
prime producers, the large extruders, and the independent extruders 
represent the entire prime aluminum extrusion field of the country. 
[t would normally follow that the proffered cooperation of one large 
segment, the independent extruders’ group, would be welcomed by 
NPA into any fairly and impartially constituted aluminum industry 
advisory committee. What possible reason could there be for this 
persistent exclusion? It is, therefore, with little wonder that limita- 
tion orders were issued with suddenness upon the unsuspecting 
independent extruder, while other privileged and favored persons or 
firms were possessed of “the proper information’’ long before the 
issuance of such orders. This was hardly providing 
* * * small-business enterprises with full information * * * concerning 
activities of the various * * * agencies under this Act * * * 
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The apparent disregard for the interest and protection of small business 
has become alarming. 

An examination of the facts and developments as they existed at this 
point may prove rather revealing. In the early part of August 1950, 
long before any of the independent extruders had any suspicion of what 
was in the wind insofar as the limitation of the use of aluminum was 
concerned, Alcoa and Reynolds notified members of this council that 
they were to be put on allocation and thereupon, arbitrarily and with- 
out consistency, proceeded to reduce substantially the monthly orders 
of aluminum—billets—placed in advance by the independent ex- 
truders, despite firm orders which had been placed, accepted, and 
acknowledged. Ina matter of weeks thereafter and long before order 
M-7 issued, further arbitrary and inconsistent cuts in allocation to the 
independent extruders followed. What information that should have 
been equally available to the independent extruders was in the hands 
of the prime producers, big business, which so early began the program 
of strangulation of small business? 

A further examination of order M-—7, which limits the use of alumi- 
num in civilian manufacture, reveals the fact that the prime producers, 
big business, were for all intents and purposes excluded from its pro- 
visions under section 26.24 thereof. The independent extruder was 
engaged in the manufacture of its own end product and to a degree in 
the manufacture of gray extruded forms and shapes. The prime 
producer is exclusively engaged in the manufacture of gray extruded 
forms and shapes plus other gray products, all of which are excluded 
from the limitations contained in the provisions of order M-7. Thus, 
it is clear, that M—7 was written for the exclusive control of the little 
fellow, the small independent extruder, upon the advice of the existing 
aluminum advisory committee, Aleoa, Reynolds, et al. This left the 
field of the manufacture of gray extruded forms and shapes wide 
open. But who had the stranglehold on the supply of prime alumi- 
num billets to take advantage of this wide-open field? Alcoa and 
Reynolds. Unfortunately, notwithstanding the many protests against 
the unwarranted meager allocations established by Alcoa and Reynolds 
which quantitatively could only keep plants going at a pace for below 
a break-even point, not even these allocations, in many instances 
were delivered to the independent extruders in October and November 
of 1950. In other instances, some independent extruders received 
nothing in either or both months; others have not even yet received 
their aluminum billets from scrap deposited with Alcoa and Reynolds 
as far back as July and August of 1950. This fact becomes more 
significant with the knowledge that the month of November 1950 was 
the last month of unlimited use of aluminum in civilian manufacture. 

In its search for relief, the independent extruder petitioned NPA 
to permit an unrestricted use of imported aluminum. We argued that 
this would hardly affect the domestic stockpile, keep the presses of 
the small plants operating at some degree of normal until the Govern- 
ment was ready to convert these plants to defense production, and 
keep prices from spiraling. This met with failure, since no action 
to date has been taken on this subject by those in authority. On this 
subject it would be well to read the published brief filed on June 14, 
1950, by the Aluminum Import Corp. in answer to an application 
filed by Reynolds Metals Co. and Kaiser Aluminum & Chemica! 
Corp. to increase the import tariff of Canadian aluminum. — For 
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sheer survival, therefore, this induced a flurry of scrap purchasing on 
the open market by independent extruders, who sent this scrap along 
to Aleoa and Reynolds for conversion to billet, which conversion 
ordinarily requires a period of from 30 to 45 days. 

In the failure of the independent extruders thus to receive “‘a fair 
share of the available civilian supply” plus the unexplainable delay 
in receiving its scrap conversion from Alcoa and Reynolds, the process 
of annihilation of the small independent extruder was in full swing. 
Who then was thus receiving or retaining this vast volume of aluminum 
which would normally flow in a fair measure into the plants of the 
small independent extruders? It is again here significant to note 
that Bohn Aluminum & Brass Corp. of Detroit published its third 
quarter statement of 1950 with the observation that it had enjoyed 
the largest quarterly volume of aluminum fabrication in its entire 
history. Alcoa was developing an extrusion fabrication expansion 
unprecedented during any part of 1950 under a pretext of a volume of 
defense production which could not be supported through any infor- 
mation we could gather. Big business has thus been given its own 
field day. 

It is historically factual that even during normal times these 
Goliaths, who hold an exclusive on the production of aluminum pig, 
have time and again been called to task on aluminum distribution. 
What with the aiding and abetting by those who have ears that will 
not hear and eyes that will not see, it is little wonder that these 
Goliaths in the aluminum industry are so arbitrarily and ruthlessly 
subjecting the independent small extruder to ridiculous allocations. 
It was admitted during conferences with Alcoa that some of the larger 
extruders are being accorded better treatment in allocations as against 
the small independent extruders; that it was expanding its extrusion 
fabricating capacities regardless of any notions small business possessed 
of “equitable distribution.’ Could this possibly have been consistent 
in spirit or word with? 

* * * that small business oe be encouraged to make the greatest 
possible contribution * * 

Billet customers, the independent extruders—those who use virgin 
aluminum as the originating metal with which their production begins 
and are thus in direct competition with Alcoa and Reynolds—are 
suffering heavily from this status of distribution, while extrusion cus- 
tomers—those who purchase the fabricated product—enjoy a com- 
fortable supply, if not an unlimited one. This may be explainable in 
view of the greater amount of profit in extrusion sales as against billet 
sales. Alcoa and Reynolds have acquired their vast virgin aluminum 
empire at great cost to our Government, who never intended that it 
be used as an instrument with which to exterminate legitimate small 
business. But here it is, and nobody seems to do anything about it 
except small business, whose cries have been lost in the wilderness of 
economic confusion. 

In May of 1950, Aleoa embarked on a price-change policy by 
increasing their price of billet—virgin aluminum—and reducing the 
price of extrusions—fabricated items. ‘The squeeze was on. Those 
independent extruders who purchased their billets from Alcoa and 
who were in direct competition with Alcoa on resulting extruded fabri- 
cations began to feel that squeeze. With the enactment of the De- 
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fense Production Act and the emergence of the National Production 
Authority, the large prime producers of aluminum have apparent|y 
been given a new effective instrument “distribution” with which to 
exterminate the small independent extruder. All this, notwithstand- 
ing the provisions of the Defense Production Act which provide: 
that there shall be made— 

available * * * for small business and various segments thereof in th: 


normal channel of distribution of such material, a fair share of the availab|: 
civilian supply * * * and having due regard for the needs of new business; 


and under Order M-—7 now under discussion— 


* * * that aluminum * * * not required to fill rated orders shall be 
distributed equitably through normal channels for distribution and that due 
regard shall be given by suppliers to the needs of new and small business. 

In the light of the existing law, one would assume that NPA in 
the issuance of its limitation orders had very diligently and with much 
consideration and full consultation reviewed facts and figures relative 
to any contemplated orders. It is also fair to assume that in the actual! 
issuance of its orders permitting the use of aluminum in civilian manu- 
facture to a 65 percent of normal that there is available 65 percent 
of the domestic supply of aluminum for such civilian production. 
This is a factual statement derived from Order M-7, which pred- 
icates this percentage in section 26.21 thereof, viz: 

Purpose and scope: The purpose of this subpart is to describe how the aluminum 

remaining after allowing for the requirements of national defense may be dis- 
tributed and used in the civilian economy. 
It is therefore the conclusion that if NPA was sound in the issuance of 
Order M-7 it was virtually saying, ‘After allowing for the require- 
ments of national defense there is 65 percent of the aluminum supply 
remaining and may be distributed and used in civilian industry.” 
To conclude otherwise would be to accuse N PA of enlisting unqualified 
personnel to administer the aluminum fabricating industry. 

When NPA on December 1, 1950, increased this permissive per- 
centage to 80 percent for January 1951, a similar conclusion was 
justified by independent extruders in accepting orders and arranging 
their production schedules. It therefore remains unexplainable that 
while NPA has increased the permissive use of aluminum from its 
original 65 to 80 percent in January of 1951 and 75 percent in Feb- 
ruary of 1951, the process of extermination of the small independent 
extruder keeps gaining momentum by virtue of the extreme ineq- 
uities existing in the distribution of aluminum by the prime producers 
under an avowed Government-stated policy of “equitable distribu- 
tion.””’ Where then was all the virgin aluminum going? No one, 
not even the Light Metals Division of NPA, has yet offered an answer 
that is supported. 

Air Force and Navy Department, whose prompt and _ efficient 
action on behalf of and concerned with the importance of the inde- 
pendent extruders in the defense production picture is the only 
refreshing element in this entire scene, have indicated the importance 
of keeping the presses of the independent extruder operating at some 
level so that they may be available for immediate conversion to 
defense production. They are aware of the fact that it takes over a 
year to build, install, and activate an extrusion press. To do any- 
thing short of this would mean that the independent extruder would 
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be out of business long before his facilities for defense production 
were summoned. Aside of the resulting effect upon the employment 
question, the independent extruder just would not be around at 
that time,*for he cannot possibly hold his organization together 
indefinitely until such time as conversion can be effected, unless he 
is permitted to continue operating at the cost of a trifling faction of 
the increasing aluminum supply. Yet, even this had left little or 
no impression with the Light Metals Division of NPA. 

Who then is deciding the policies of NPA for the aluminum indus- 
try? Undoubtedly, big business, Aleoa and Reynolds et al., for they 
already command most all of the defense orders available to date, 
Have they been affected in any way by any of the limitation orders 
thus far issued by NPA? Not one iota. Any theoretical gap in 
civilian production for them has been more than closed by the defense 
orders they possess. How then is small business to survive under 
these circumstances? 

With a process which appears almost as deliberate in its planning as 
in its result to squeeze the independent extruder out of business, NPA 
is now contemplating a conservation order which encompasses the 
final extermination of all small independent extruders on and after 
April 1, 1951, by eliminating all use of aluminum in civilian produc- 
tion. In the light of the severity of such a death-dealing order, the 
small independent extruder has not even vet been invited to join the 
advisory committee for the aluminum industry, notwithstanding the 
promises and assurances to the contrary by the Director of the Light 
Metals Division of NPA. We, however, venture to prophesy that if 
and when such an order of extermination comes, it will undoubtedly 
exclude some items affecting “big business.’”’ It would indeed be 
consistent with past performances. 

It is natural, therefore, that we, the “stepchildren” of the aluminum 
industry, should have vigorously injected our protests on the ground 
that such a move would put out of business about 11,000 units of all 
levels of aluminum fabrication, throw thousands of people out of work, 
eliminate a lifetime of investments and jeopardize the productive 
capacity of the extrusion presses of the independent extruders so vital 
to the defense program; chaos and financial ruin would result in the 
cases of many independent extruders and would 


‘ec 


tend to eliminate competition, create or strengthen monopolies, injure smal! busi- 
ness or otherwise promote undue concentration of economic power in the course 
of the administration of this act. 

With the impact of the thunderous protests registered by industry 
against this potential “death order,’’ NPA has apparently temporarily 
withheld its issuance. It is, however, a foregone conclusion that this 
order will issue with the same explosive suddenness as that which 
accompanied those which preceded it, unless someone in authority 
intervenes to prevent it now. 

During this temporary respite and with the same explosive sudden- 
ness and without the slightest inkling of its coming, NVA on Friday, 
January 12, 1951, issued its scrap Order M-22. The impact of this 
order has left an otherwise vigorous industry limp and almost lifeless 
insofar as the independent extruders as well as other fabricators are 
concerne d. Having been prac tically eliminated by virtue of the exist- 
ing “inequitable distribution” of billets, the only means of survival 
for the independent extruder was the purchase and conversion of 
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scrap to keep their presses operating. This last vestige for survival has 
now gone into thin air. There is to be no more pure hase and conversion 
of scrap except by a “‘preferred list’’ set forth in this order. What 
yardstick was used for this preference is yet unexplained? 

Many independent extruders possess their own billet-casting equip- 
ment supplied by their own generated scrap, yet they are compelled 
to sell their own generated scrap, at an eventual loss, to Aleoa and 
Reynolds et al., without the return of a single billet. Are these firms 
to bury their conversion equipment and forget the investments in- 
volved? It hardly makes sense from an examination of the “‘preferred 
list’”’ that many firms appearing therein do not even possess their own 
melting and billet casting equipment. Again, the independent ex- 
truder without an opportunity to be heard and stripped of his right 
to be consulted, for reasons best known to the Light Metals Division 
of NPA, is finally being eliminated from his industry. Henceforth all 
scrap purchased in the open market or generated in the plants of the 
independent extruders is to be sold to big business, without a pound 
of aluminum in return. Without equivocation, this means that the 
independent extruders will be closed tight in a matter of days. 

NPA has already given big business the opportunity for a strangle- 
hold on the virgin aluminum. NPA, under this scrap Order M-—22, 
has given an exclusive on the country’s scrap aluminum to big busi- 
ness. The job is now complete. The big boys wanted the little 
fellows out of business for quite some time, ‘but could not ac complish 
it. NPA has now done it for them, without the “extermination 
order” which will do the final job. What special and privileged group 
maneuvered this scrap order? 

Where in the immediate defense program is the resulting vast 
aluminum supply to be digested? There are certainly not sufficient 
defense orders presently available. There are none yet in existence, 
but rather in the making, which we are assured the independent 
extruders will be called upon to fabricate. This has been thoroughly 
explored in conjunction with Air Force and Navy Procurement. 

If it is a fact that our Government in its present crisis requires all 
the aluminum available in its defense program, the Aluminum 
Extruders Council would not only applaud the moves thus far taken, 
but would gladly and willingly give up all its present inventory of 
aluminum, however small it might be, to insure the success of the 
defense program. From personal explorations there are, however, no 
such present requirements that could possibly warrant or support 
such drastic action. The severe action taken by NPA, in our con- 
sidered judgment, will injure immeasurably rather than help the 
public welfare. Where is the “fair tgs mtation” in the thinking 
prior to the enactment of orders; the “fair share of the available 
civilian supply’; the protection against “injury to small business,”’ 
and so forth. Is this again mere idle language only adopted a short 
4 months ago? How in good common sense could these annihilation 
orders be instituted even before the ink has yet dried on orders issued 
from the same source, increasing the permissive use of aluminum in 
civilian manufacture under the very Order M-—7 as amended. Is it 
not rather anomalous for NPA to say in one breath under Directive 
2 to M-7 as late as December 16 that there is an 80-percent civilian 
supply for January 1951, 75-percent civilian supply for February 
1951, and 65 percent for March 1951, and in the same breath eut the 
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entire aluminum supply from under the feet of independent extruders? 
It just does not make sense. We are compelled to the conclusion 
that the aluminum extrusion industry is being administered by 
officials who know little or nothing about the extrusion industry, 
otherwise this development would be utterly impossible. 

It is indeed hoped that there is yet time to avoid the chaos and 
financial ruin which we believe now needlessly faces the independent 
aluminum extruders of the country, which carries with it the very 
real threat of a severe blow to the production potential of our defense 
program. It is our genuine hope that a sane and impartial reassess- 
ment of the present defense production picture in the aluminum 
field will serve the best interests of our national welfare and the defense 
production program, in both of which the independent extruders 
should and can assume their rightful place in the total effort. 

It is therefore urged that a full and complete investigation of the 
aluminum industry be instituted at once and its administration by 
NPA be simultaneously reviewed. It is imperative that real meaning 
and effectiveness be given to the Defense Production Act of 1950 as 
regards small business in order that the administration of the act may, 
in equity and good conscience, be fairly and impartially administered 
to all, both large and small. The Defense Production Act of 1950 
allows for just such a course, viz, section 708 (e): 

The Attorney General is directed to make * * * surveys for the purpose 
of determining any factors which may tend to eliminate competition, create or 
strengthen monopolies, injure small business, or otherwise promote undue con- 
centration of economic power in the course of the administration of this act. 

To the end that we may all, without exception, join in unity for the 
unprecedented task ahead without fear or favor, this record is sub- 
mitted in the sublime faith that in the final analysis justice will be 
served. 

Mr. Bryson. Mr. Fleischmann. 


STATEMENT OF MANLY FLEISCHMANN, ADMINISTRATOR, 
NATIONAL PRODUCTION AUTHORITY 


Mr. FLetscHMANN. I might say, Mr. Chairman, that I believe 
Mr. Shears has told you General Harrison. is ill. 

Mr. Bryson. Will you give us your full name and the significance 
and purpose of your appearing here? 

Mr. FLetscHMANN. My name is Manly Fleischmann and I am the 
Administrator of the National Production Authority. 

Mr. Bryson. Mr. Fleischmann, we will have to ask you to indulge 
us for a moment. We are called to the floor for an important vote 
over there. Congressman Wilson of Texas will carry on, Mr. 
Fleischmann. 

Mr. FLetscHMann. Very well. 

Mr. Suears. Do you have a prepared statement? 

Mr. FLetscuMann. No, I do not, Mr. Shears, There were several 
of the subjects of which I do not have as intimate a personal knowledge 
as Mr. Harrison has, and I thought it would get along faster if you 
want to ask me the questions, or some or all of the ones you sent which 
you feel that I can answer. 

Mr. Suears. As I gather it, you are presently head of the National 
Production Authority? 
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Mr. FLeIscHMANN. Yes, sir. 

Mr. Suears. And you followed General Harrison as the Adminis 
trator? 

Mr. FLeIscHMANN. That is correct. 

Mr. Suears. Will you give us the over-all functions of your agency? 
Mr. FierscHMann. Well, generally speaking, the National Produ 
tion Authority was set up by the Secretary of Commerce on Septem- 
ber 11, 1950, in order to assist the Secretary in carrying out his fun 
tions under the Defense Production Act of 1950. Generally speaking, 
those are to insure that military and rearmament requirements fo: 

production materials and facilities are met on schedule. 

Second, to insure that after defense needs are met, the remaining 
supplies of critical materials and products are distributed equitab|) 
for nondefense and industrial uses. 

Third, to develop and promote measures for the expansion of pro- 
ductive capacity necessary for the national defense and for maintaining 
a strong economy. 

Those are the general and most important functions of the Agency. 

Mr. SHears. What is the function of NPA with regard to strategic 
materials such as aluminum? 

Mr. FLeriscHMANN. I have to give a bit of history in that respect. 
by a division of responsibility a substantial portion of the functions 
of NPA with respect to supply of strategic materials such aluminum 
was taken from NPA and put in the Interior Department, specifically 
under Dr. Boyd, who I understand has already testified. 

That was accomplished by a redelegation of authority from the 
NPA to the Secretary of the Interior. The general line of division, 
subject to some exceptions, is that Interior is responsible for the pro- 
duction of strategic metals, up to, I think the line would be best 
described, as the first smelting. When they become ingots, then the 
distribution of such materials is the responsibility of NPA; but up 
until that point the production and expansion of the facilities for th 
production of the primary aluminum and other metals is that of th: 
Interior Department. 

Is that the division you were interested in, Mr. Shears? 

Mr. Suears. That is the Light Metals Division. 

Mr. FLetscuMann. After it gets into the ingot stage; yes, sir 
And the same thing is true, with minor differences, of other metals 
in addition to aluminum. 

Mr. SHears. With regard to priorities and limitation orders 
what has NPA done to conserve materials in short supply, such as 
aluminum? 

Mr. FLerscHMANN. We have issued a series of orders, and partic 
ularly with respect to aluminum there is an order known as M-7 
which, to begin with, at the present time lists some two hundred 
essential items in which aluminum may not be used after April 1 
That is the first thing. 

Besides other things, it does not permit the use of aluminum in 
the manufacture of decorative or ornamental items, or the use of 
more or better grade aluminum than is necessary for the functional 
operation of any item. 

In addition, there is a horizontal cut in the use of aluminum by 
all users at the fabricating level, so that there is a limitation of 75 
percent in February, and 65 percent in March, of the average monthly 
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use of the metal during the first half of 1950. That has continued 
in the existing order, which, in addition, eliminates the use of aluminum 
in the type of item that I have mentioned. 

Mr. Witson. Have there been any orders set up to channel this 
scarce material to certain users of it for necessary defense needs? 

Mr. FLetscuMann. Yes, and I will describe it briefly. The first 
thing we did in the NPA was to set up a priority system. That was 
based on the World War experience, but with important modifications. 

During World War II, as you may recall, there was a priority system 
which, before we got done with it, included not only military items, but 
industrial items and items of a less essential nature. That resulted in 
what I can only call an inflation of the priority currency, and priorities 
became virtually meaningless. 

We felt that experience possibly should teach us to avoid that par- 
ticular method. So, we have confined the use of priorities primarily to 
military, AEC, and at the present time we are using it selectively for 
the expansion of basic productive facilities, including aluminum. 

Now, that in itself, of course, is a device for channeling materials to 
essential uses, including aluminum and many others. Secondly, in 
reverse, the limitation orders which I speak of are a device for channel- 
ing aluminum to essential uses. Thirdly, we have used what I call 
spot assistance methods and directives to channel a great deal of 
aluminum and copper and steel and many other things to the more 
essential uses. They are not so much military, because the priority 
system takes care of that, but essential industrial uses. 

Finally, we hope to have in effect, unless the international! situation 
improves greatly—which we hope for, but do not expect—we hope to 
have in operation by July 1 a controlled-materials plan, similar to the 
plan that we used during World War II. 

There are many technical reasons why it is impossible to have that 
in operation before then. 

Mr. Witson. I wonder what those reasons are? 

Mr. FLerscHManx. Would you like me to state them very briefly? 

Mr. Wiuson. If you do not mind. 

Mr. FLetscHMann. The controlled-materials plan basically com- 
prehends two types of activity. The first type is the ascertainment 
of requirements—and if I may use an ordinary phrase—cutting up the 
pie of the available materials. 

It is based upon the theory that you get the best test of the over-all 
“doability” of a program if you analyze it as to whether there is 
enough aluminum, copper, and steel to put out that program. ‘The 
theory is that if there is enough of those three, there is probably 
enough of the supporting metals and all the rest to do it. So the 
first task in connection with the controlled-materials plan is for a 
man, who in this case happens to be General Harrison, to divide up 
the available supplies of materials. 

In order to do that, he utilizes a device known as the claimant- 
agency device. Various agencies of the Government, such as the 
military, NPA, and others, make a claim for the available materials. 
Then he divides that up according to the programs which he thinks 
necessary. 

The first cause of delay comes from the necessity of setting up this 
very elaborate requirements procedure. 
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You have often heard, and I am sure you have seen in the press and 
elsewhere, criticism of the military for not getting their requirements 
submitted. That is an easy statement to make, but it is not so easy 
to do, for this reason: When we say we want aluminum requirements, 
what we mean is, in the first place, the military must be advised on a 
general strategical concept. In other words, they have to know 
what kind of a war they are going to fight. Then, secondly, they must 
translate that strategic objective into the end products—the combat 
items—which they want to support such a war. 

Thirdly, they have to analyze that program in terms of the tonnage 
of aluminum, copper, and steel. 

That is not all of it, however. After they do that, you see, we 
cannot allocate aluminum, copper, and steel, as such. What we 
allocate is forms and shapes of steel and copper and aluminum, and so 
forth—which fairly correspond with the structural steel and plate and 
sheet steel and all the rest. So they have then to break that product 
tonnage down into shapes and sizes, and finally, after having done 
that, they must schedule against those shapes and sizes on a schedule 
which will correspond to the programs when they want the end prod- 
ucts or combat items delivered. 

So that what we get eventually when we get military requirements 
will be a statement that we need so many shapes and sizes of steel, 
copper, and aluminum on this quarterly schedule. That is something 
which [ can say from my experience in World War II cannot be done 
overnight. It is a tremendous undertaking. That is one reason. 

The second reason why it cannot be put into effect earlier is a very 
simple one. When the War Production Board was operating the 
controlled-materials plan it had 23,000 employees. Now, to be sure, 
it grew in an emergency, and we can assume that not all of that 
personnel is going to be needed to operate it now. I believe it can 
be done with less than half of that number, according to our estimates. 
Nevertheless, we have now only about 1,000 employees, and there is 
no way I know of—and I am acquainted with all of the studies that 
the Munitions Board and the National Security Resources Board, and 
all of the other agencies have made between wars, so to speak—there 
is not any other method I have seen that works as well as the con- 
trolled-materials plan, or any other way of operating the controlled- 
materials plan without that elaborate and, indeed, cumbersome set-up. 

Now, you see, in order to distribute materials for the third quarter, 
we have to have the requirements in to us for review and analysis, 
and all of the rest of it, by April—about April 15. We have asked 
for them, and the agencies are now compiling them, but it has to be 
operated on a quarterly basis. 

I may say in complete frankness we feel we will be very fortunate 
indeed if we can have it in operation by July 1. There is no possibility, 
sir, that I know of, that it could be operated any sooner; and even 
then I should say, frankly, it will not be operated very well the first 
quarter if history is any teacher. 

Mr. SHears. When was your agency first requested to give assist- 
ance to the aluminum expansion program? 

Mr. FieiscuMann. I checked that, and we have only one record 
of any formal request for priority assistance, and that was to the 
Reynolds Metals Co., early in January 1951. 
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Mr. Suears. You did not have any requests back in October, or 
November, or are you speaking now of since you have been in the 
agency, Or are you. covering the period in which General Harrison 
was there? 

Mr. F.ietscHMann. Mr. Shears, as you understand, we have 
thousands and thousands of records. I asked in every place in the 
agency where I would have reason any to believe that there would be 
any record of such requests, and I found none except the one from the 
Reynolds Metals Co. 

Now, I do not want to beg the question. It may very well be that 
there were requests made, for example, to the Bureau of Mines, which 
was more intimately concerned with getting the program under way; 
but I find no record of any requests to us. 

Mr. Sears. We have had some testimony here that Jess Larson 
and Mr. Symington and General Harrison explored the matter as 
far back as October. 

Mr. FietscHMann. We did explore it. I will be glad to explain 
that. We did explore what we should do. We have been engaged in a 
project which I can only describe as trying to make the priority 
system as effective as it possibly could be. 

The reason it broke down in World War II is known to you gentle- 
men. It broke down because too many priorities were issued. 

Shortly after we set it up, everyone had a priority, which meant in 
the long run that nobody had a priority. Now, we determined at all 
costs to avoid that mistake. As a result, we have not made it a 
practice to give out what we call blanket priorities. What we have 
done is this: We have given a blanket authority to the military, and 
we have given spot assistance in the shape of priorities and directives 
on individual requests designed to break individual bottlenecks. 

Mr. Wiison. Purely for the military? 

Mr. FierscuMann. No. We have done that, for example, with the 
aluminum program and with many other important industrial pro- 
grams. Within the past 2 or 3 weeks—and Mr. Shears, I think you 
were probably referring to the many discussions that we have had on 
that subject with Mr. Symington and Mr. Harrison and Mr. Wilson, 
and many others—now, within the past few weeks we have decided to 
grant what I would call a modified blanket priority to essential expan- 
sion programs, including aluminum, magnesium, probably steel, and 
a few others on that general level of importance. The way we are 
going to do it is this: 

In World War II the general contractor was given a priority rating, 
which he was free to extend in any place he wanted to. Abuse was 
very prevalent in aiding in the wrecking of the system. The general 
contractor would place orders for immediate delivery for everything 
he wanted, on the theory—which was very justifiable from his stand- 
point—that there would be an overriding priority issued the next day 
if he did not get his material in. 

That tended, as you can imagine, to place a terrific strain on the 
mills, and we want to avoid that, if we can. Let me say what we are 
doing this time with these facilities expansions, and I might add that 
the first ones have gone out in the past 2 or 3 days. We have ob- 
tained schedules of their principal needs in steel, copper, and alumi- 
num, scheduled over a period of time to meet their production or 
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construction schedule; also, the principal large machinery that they 
will require, and the principal components. Then we are going to 
assign a priority to that exact schedule. 

In other words, we are not going to give the general contractor the 
right to get anything he wants when he wants it, but we are going to 
assign a priority to that specific schedule. That has been decided as 
a matter of policy within the past few days. 

Mr. Witson. Does that only apply to the expansion in the alumi- 
num industry, or to others? 

Mr. FLerscHMANN. We are going to use that in aluminum, and 
magnesium, and other programs of comparable importance, generally, 
the raw material expansion program, because we feel that is where we 
are weakest. 

Mr. SHears. The reason I asked the question was because Alcoa, 
Reynolds, Harvey, and Apex appeared here, and all complained about 
not being able to get priorities for steel to go ahead with their new 
facilities. 

Mr. FietscHMaNnn. Reynolds appeared? 

Mr. SHears. That is my recollection. It may be the other three. 
I am not so sure about it. : 

Mr. FietscHMann. I have a letter here from the Reynolds Metals 
Co. thanking us for our very efficient assistance in getting them steel 
and copper. 

Mr. SHears. Fine. Then Reynolds is out. 

Mr. FietscHMann. Reynolds is the only one our records show— 
and I may say I have no personal recollection of ever having been 
approached, nor does General Harrison, other than in these general 
discussions which were had with Dr. Boyd, and with Mr. Symington, 
and others, as to the manner of extending assistance. It was stated 
right from the start, and there has never been any change, that we 
would extend whatever assistance was necessary on individual items 
in getting their procurement; and, we have done so, as I say, in this 
Reynolds case. That is the only one of which I have any records. 

We did not change until very recently to a blanket system, as I 
call it, for reasons which I think are adequate. 

Mr. SHears. But as I understand your statement, you are not at 
the present time holding up steel priorities for any of the new expansion 
of aluminum? 

Mr. FLetscHMaAnn. No, sir. That will be taken care of, and that 
has been the rule, I think, since General Harrison came down bere 
that expansion is equal in every respect to the military needs. It is 
the crying need of the country in his view, and it is a view I share. 

Mr. SHears. Whose decision was it to give Kaiser less than 100 
percent tax certificates? 

Mr. FietrscHMANN. General Harrison’s. 

Mr. Suears. Do you know whether that is a precedent for all the 
aluminum expansion or not? 

Mr. FLetscuMann. I do not know, sir, because I do not have any 
responsibility of any kind in that field, so far as aluminum is con- 
cerned. 

I may offer a statement. If steel is any criterion, generally speak- 
ing, the first one tends to set a kind of pattern. So I would expect 
it might here. 
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Mr. Suears. Do you feel that newcomers to the aluminum business 
could finance with less than 100 percent tax amortization? 

Mr. FLerscuMann. Well, my view on that would be purely a guess. 
[ will say this: As you know, in the aluminum field there are other 
methods of assistance available in addition to amortization, such as 
Government loans and guaranteed contracts, and I should think 
under those circumstances, since all methods ought to be available 
in this field, it would be possible for amost anyone or any responsible 
party to finance. 

Mr. SHears. As a matter of policy, are you or General Harrison 
distinguishing between the position of the newcomers to this industry 
and the further expansion of existing companies, with respect to aid 
given them in getting into the business, for example? 

Mr. FLetiscHMann. I can only approach that in this way: Again 
I have no authority in the primary field, you understand. As far as 
General Harrison is concerned, though, it is the policy, as I have 
observed it, to give a little additional consideration to the new unit, 
or the small unit, frankly, because they have additional financing 
problems. I cannot translate that into the aluminum field, because 
I am not acquainted with the primary production level. 

Mr. Sears. Who is your aluminum man for NPA? 

Mr. FLEeIscHMANN. Nigel Bell is the head of the division, but I 
should make it clear that the application for amortization of aluminum 
facilities goes in the first place to Dr. Boyd in the Metals and Minerals 
Administration, and is then sent to the newly formed Defense Produc- 
tion Administration, which takes the place of the National Security 
Resources Board as the reviewing authority in this field, and it does 
not come to NPA at all. 

Mr. Suears. We have heard—and I call them rumors—that Gen- 
eral Harrison is making a complete reexploration of the proposed 
expansion of the aluminum primary field. Is that correct, to your 
knowledge? 

Mr. FLetscHMann. Well, I would say that he is in almost daily 
touch with Dr. Boyd on the subject. It is, of course, one of our most 
pressing problems, and I do not mind that label. We reexamine all 
of these things almost every day, and I would assume that he and Dr. 
Boyd are doing that with the aluminum program. I know I am 
trying to reexamine our responsibility in the aluminum field daily 
and weekly. 

Mr. SHears. What I am driving at, of course, is that it is not 
delaying the expansion of the first phase, or the first step? 

Mr. F.ierscHMann. I cannot put it too strongly but that our 
marching orders, right from the start, have been to make every pos- 
sible assistance available—materials and otherwise—to expansion 
projects, of which aluminum was virtually the leader. 

The only difference of opinion, if there was any, was as to methods, 
that is, whether we should give them a blanket priority, which we did 
not do for reasons which we then considered and which I now con- 
sider adequate. But there was never any thought that they should 
not get a priority. They have had it every time they asked for it, 
and they will have it. We want to see this done, and we want to 
see it done just as fast as is humanly possible. 

Mr. Suears. NPA Regulation No. 3 extends the NPA priority 
system to Canada as well as the United States. Is that true? 
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Mr. FLeiscuMann. That is partially true. It extends the benefits 
of the priority system to Canadian war producers within limitations 
set forth in that regulation. Yes. It does not give the general right 
to use the priority system to any Canadians, however. 

Mr. Suears. Has any Canadian aluminum been brought into the 
United States under this priority system? 

Mr. FiLetscHMann. Sir, I cannot answer that. I do not know 
whether Canadian aluminum is brought into the United States. Was 
that the question? 

Mr. Suears. Yes. Under this exchange of priority system that 
you have with Canada? 

Mr. Fietscumann. I do not believe so, because I think that the 
examples of American use of the Canadian priority system, which 
that in effect would be, have been virtually nonexistent. That is 
my information. ‘They have made some use of our system, and we 
have not had occasion to use their system very frequently. 

Mr. Suears. Why has not NPA endeavored to get Canada’s supply 
of aluminum under that regulation? 

Mr. FumrscHMann. Why has it not? 

Mr. Suears. Yes. Do we not need aluminum at the present time? 

Mr. FietscuMann. Yes. We certainly do. 

Mr. Suears. And yet no effort has been made by NPA to get it. 

Mr. FiLeiscHMann. We have not had the problem presented in 
that way. The efforts of NPA, as I have explained to you, are 
related to the distribution of aluminum, whereas the responsibility 
of the Metals and Minerals Administration in the Interior Depart- 
ment is for the expansion of the available supply of aluminum. 

I am not trying to beg the question, but 

Mr. Suears. What I am trying to get at is this: Do you not have 
any planning for the use of that regulation, which seems, from your 
statement, to benefit only the Canadians and not the United States? 

Mr. Fietscumann. No. That would not be correct, sir. Gener- 
ally speaking, if an American producer wanted the assistance of the 
Canadian priority system, we are well set up to operate that. Gen- 
erally speaking, as you know, this system, like the system in World 
War II, is designed to preserve the American system of freedom of 
economic action to the fullest extent possible. 

The man who wants supplies of materials, generally speaking, 
chooses his own source of supply, and we have not gotten a system, 
and we will not have a system, until July, where we could possibly 
route individual orders to individual suppliers. We cannot do that. 
We could do it probably in July, but at the present time there just 
is not any mechanical means available for doing it, and the situation 
up to the present time has not been acute enough to require that. 

There is, I believe—it is a matter of rumor with me—Canadian 
aluminum coming into this country, but I do not know the details 
and I would be glad to get it for the subcommittee if you wish me to. 

Mr. Suears. Have the Canadians requested any priorities under 
that regulation? 

Mr. FietscHMANN. Yes; they have. Would you like some details 
on that? I have some if you would like them. 

During the fourth quarter of 1950—and that was the time when 
this was in operation—NPA authorized and there were $10,500,000 
worth of priority applications for Canada. In every case these were 
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for items going to direct defense, and aluminum was not included 
among them. 

During the fourth quarter there were 365 cases, of which 311 were 
handled in December. The bulk of our assistance is in a few large 
cases, such as the aircraft program, which runs to more than $1,000,000. 

The Canadian priorities program is in these main classifications: 
Aircraft, vehicles, electronics, ships, textiles, construction, armaments, 
and miscellaneous. 

Requests for Canadian priorities are now continuing to come in at 
about the same rate as they did in December. We have a complete 
list of all that we have granted. As you can imagine from this, it is 
a very extensive list, but it is available at any time the committee 
wants to look at it. 

Mr. Wiison. Do I understand from your testimony that about July 
1 you will then attempt to channel or break up the supply that is left 
over from any military uses into certain civilian channels, or to divide 
it up between the fabricators? 

Mr. FLetscHMann. Well, on July 1 we will have a mechanical 
means for doing it, if the situation then requires it. You can imagine 
a variety of situations that might take place then. What we are 
hoping is that there will be for an indefinite, and we hope permanent, 
time in the future a goodly supply of the things that civilians need and 
require in volume, after taking care of all military needs and all es- 
sential industrial needs. 

We hope that that will be the case; and beginning on July 1 we will 
have the mechanical means, tested by the last World War experience, 
which will enable us to do a reasonably good job at that. 

Mr. Winson. You have authority under the Defense Production 
Act, under title VII of the general provisions, to allocate it if the 
policy is set. That allocation must be made to civilian fabricators 
of aluminum. 

Mr. FLe1scHMANN. Yes, sir. We do have that. 

Mr. Witson. That is, the supply which is left over after the military 
get through and after they have all that they need. 

Mr. FieiscHMaNN. That is correct. 

Mr. Witson. No policy has been set to distribute that as yet, but 
you will have the machinery to do it after July 1? 

Mr. FieiscHMANN. Yes, sir. If I may explain, ordinarily an allo- 
cation would not be to fabricators, as such. The allocation would be 
rather in terms of the end product. In other words, you try to make a 
division—if you are unfortunate enough to have to—which takes into 
account that after the military program you have so much material 
left over. Then there are certain things that you have to have, like a 
hospital, and a school, and all the rest. Then again, if it is tight 
enough, you may have to say that you will regulate it right down to 
the final point of how many automobiles are produced out of what is 
left, or you might say, ‘““‘We will allocate only to the essential needs, 
and then let the rest be distributed by the normal economic system.’ 

As it gets tighter and tighter it is less and less possible to let the 
balance be distributed freely, because what happens is that a few 
people get much more than their share, unfortunately. 

Mr. Witson. That is the end product? 

Mr. FLeiscHMANN. Yes. 
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Mr. Witson. But I was thinking of the fabricators. For instance 
I believe all of the great producers of aluminum are fabricators also. 

Mr. FLEISCHMANN. Yes, sir. 

Mr. Witson. We also have thousands, or at least hundreds of inde- 
pendent fabricators. 

Mr. FLEISCHMANN. Yes, sir. 

Mr. Wrison. Quite possibly after the military takes what they need 
by priority, then the big fabricators will have all that is left. 

Mr. FietscHMANN. Well, sir, it is our policy, and will continue to 
be, to try to obtain for the independent fabricators—and we do have 
authority to do that—a fair share, based at the outset on some kind 
of historical pattern, as we are required to do under the act. 

Now, I think you would agree with me, sir, that no historical pattern 
is 100 percent accurate, or 100 percent fair. 

Mr. Witson. That is about the best standard. 

Mr. FLEeIscHMANN. That is about the best you have. Then you 
try to make exceptions and adjustments in administration that are a 
little fairer. 

For example, you have to take care of new business, which would 
not be figured in any historical pattern at all. I do not want to mini- 
mize the difficulties that are involved in that. I know from experi- 
ence that it is a job, by its very nature, that will never be done with 
100 percent accuracy. We do intend to try to do it, and we do intend 
to see to it that the integrated companies do not take up all of the 
material at the expense of the persons whom they formerly supplied, 
and we believe that they ought to be supplied. We have done that 
in steel, for example. We have required the steel companies to make 
steel available to the independent warehouses; and we will endeavor 
to do the same thing in other materials. 

Mr. Suears. In NPA release 55 you stated: ‘This order—referring 
to M-—7—simply distributes available supply to all nonmilitary users 
in accord with the pattern of use earlier in the year.”’ Is that your 
understanding? 

Mr. FLetscuHMann. I do not recall the exact press release but gen- 
erally speaking, as nearly as any generalization is correct, that is true. 
Let me give you the philosophy of that order as of the time it went out. 

That was issued, I think—that press release—at a time when the 
first aluminum order came out, or substantially so, in any event. The 
difficulty that was taking place then was that first, there was an ex- 
panding military program; and, second, there was a stockpile program. 

That meant that actually there was less aluminum; and the same 
thing is true of copper and many other things. There was less 
aluminum available for general use than previously in the year—and 
that is more than ever true now, because in addition to that, industrial 
inventories are down. 

Now, what happens in a tight situation like that, unfortunately, is 
that if we say there is 75 percent of the amount of aluminum available 
for civilian and industrial use, not everybody gets his 75 percent. The 
big concern, because of established dealer relationships, and for 100 
other reasons, gets more aluminum. 

That is why you cannot leave a very much reduced supply to move 
freely according to supply and demand. 

The theory of the order—which may or may not have been right, 
although we thought it was right—was, by making an across-the-board 
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cut, and limiting everybody to 75 percent use, the smaller user would 
tend to be brought up and the bigger user would tend to be brov ight 
down nearer to a level of use. 

Now, that type of limitation works reasonably well if it is carefully 
administere d up until the time when the supply gets so tight that you 
have to start cutting below 75 percent. At that point essential uses 
are apt to get left by doing it that way. For that reason, since that 
time we have supplemented the order by forbidding the use of alumi- 
num in some nonessential uses 

Only in that way, we have fe It, during this interim period from now 
until July, would it be possible for the essential users to get adequately 
cared for. 

Mr. SHEARS. The testimony before this committee indicates that 
many independent fabricators wanting alumiunm have been unable to 
obtain it, while at the same time Alcoa, which has twice as much fabri- 
cating as it has primary capacity, is doing more fabricating than be- 
fore. Would M-7 freeze the supply of material available to the inde- 
pendent and to Alcoa respectively in those proportions vou have indi- 
cated? 

Mr. FLetscuMann. Yes, sir. There is a control on the fabricating 
level, and it would be applicable to Alcoa as well as to independe nts. 
May I make this point, Mr. Shears? 

Mr. Suears. Yes. 

Mr. FLe1iscuMann. The M-7 type of order does not guarantee, 
at this stage, anybody any aluminum. It works ona different theory. 
The theory is, by limiting the use through an order of that kind there 
will be more metal available. I was interested to note in the New 
York Sunday Times of last week there was an item or article in the 
business section which said that metals are getting a little freer. I 
believe they mention aluminum, but I know they mention copper 
particularly, and steel, as being a little freer as a result of these restric 
tive orders. That is what we had hoped would happen. 

I do not expect there will be any actual equitable distribution to a 
mathematical degree. That requires something: like CMP, but we 
did not have the staff to put CMP in operation. 

This seemed like a proper first step, and I believe it was. 

Mr. SHears. Who recommended M-—7? Did you have a business 
advisory committee that made the recommendation for M-—7? 

Mr. FLetscHMann. Yes. There were meetings of business advisory 
committees consisting first of the primary aluminum people, and then 
the aluminum fabricators. I do not believe—my recollection is 
that we called complete meetings of all users of aluminum in end prod- 
ucts because manifestly that would be impossible. The uses are so 
many. 

Mr. SuHears. Do you remember who composed the committee that 
made the recommendation on M 

Mr. FLEISCHMANN. All those orders are not gotten out in that way. 
The Government proposes what has to be done, and then the com- 
mittees are called in. Their purpose is to criticize or, if they wish, 
to recommend something else. 

I can easily check the history of the order to see what committees 
were in fact called in before that was issued. At that time I was 
counsel, and I had nothing to do with the industry meetings. 


’ 
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Mr. Suuars. I wish you would do so, because that particular order 
excludes, in one of its provisos, grey extruded forms and shapes, and 
other grey products. I suppose you are familiar with the fact that 
the Big Three—Alcoa, Kaiser, and Reynolds—are the only people 
that make those forms. I was wondering if one business advisory 
committee composed of those people had been responsible for that 
order in their own benefit. 

Mr. FLetscuMann. I do not know, frankly, of anything about the 
history, and I would be glad to check it up. 

(The following is the statement of Manly Fleischmann in reference to composi- 
tion of Industry Advisory Committee on M-7:) 

Due to the press of time, no formal advisory committee was established prior 
to the promulgation of M-—7, the aluminum conservation order on November 13, 
1950. Informal conferences were, however, held with representatives of al] 
phases of the industry during the development of the order. Advisory committees 
covering the several types of activities within the aluminum industry are now in 
the process of formation. 

Mr. SHears. Do you have any studies to show where the primary 
aluminum was going under this order? That is, as to whether it is 
going 65 percent across the board, or whether Alcoa is sending more 
and more to their own fabricators, which they are increasing as time 
goes on. 

Mr. FietscHMann. I do not believe we have studies in that sense. 
What we have in mind doing on that subject is, beginning in Febru- 
ary—this month—we are now staffed to make what I would call spot 
checks of industry to see to what extent there is compliance with our 
orders, and the first two, I think, we are going to take on, are copper 
and aluminum. We just have not had any facilities for making such 
studies up to date. 

Mr. Suears. Are small independent extruders represented on these 
business advisory committees of NPA, such as the Light Metals 
Division? 

Mr. FietscHMann. I believe so, sir. I cannot guarantee it because 
I did not prepare for that question, but I can furnish that. 

Mr. SHears. May I suggest in your answer to these questions that 
you read over the testimony which we have introduced just before 
your testimony? 

Mr. FierscuMann. Is that Mr. Boyd’s? 

Mr. Suears. No. That is the report of the Aluminum Extruders 
Council, which is a group of some 2,500. 

(The following is the statement of Mr. Fleischmann in reference to the prepared 
statement of Mr. Carl Cushner, general counsel, Aluminum Extruders Council:) 

The statement of M. Carl Cushner, Aluminum Extruders Council, which was 
made a part of the subcommittee’s record on February 7, apparently was prepared 
sometime in advance of that date inasmuch as situations complained of in the 
statement were remedied during the week of January 21. Mr. Cushner con 
plained that NPA (1) failed to give encouragement to small business (2) failed to 
give adequate information (3) failed to give independent extruders representation 
on advisory committees, (4) failed to make available a fair share of the civilia: 
supply to small business while favoring prime producers, (5) deprived extruders of 
serap, (6) discriminated against independent extruders in prohibiting nonessential 
uses in the amended M-—7 order, (7) established an arbitrary norm to deprive inde- 
pendents of scrap, (8) and finally, NPA administers the aluminum extrusio! 
industry through persons who know little or nothing of the industry. 

I cannot stress too much the fact that we are constantly mindful of the needs of 
small business and that we desire to give full support to the congressional intent 


to protect small business as much as possible in the defense program. There i 
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an underlying feeling manifest in Mr. Cushner’s statement that NPA has combined 
with big business to harm small and independent firms. This simply is not in 
accord with the facts. It is undoubtedly true that there has been suffering and 
hardship. In my testimony before the subcommittee on February 7, I expressed 
my belief that until we are able to put into effect the controlled materials plan, 
with adequate staff, we must expect to have many instances of industries and 
activities needing scarce materials and unable to obtain them. On the positive 
side, I think it can fairly be stated that NPA has taken action, when requested 
and on its own initiative, to remove obstacles from the path of small and inde- 
pendent extruders. Meanwhile, the Office of Small Business, informally, has 
constantly made its facilities available to assist small enterprises in obtaining 
materials in short supply. We must always be mindful that hardships are the 
inevitable result of the defense program which the country has been compelled 
to undertake. 

The claimed failure to give information to independent extruders is not sup- 
ported by the record. There was no secrecy regarding any of the informal 
conferences conducted by the Light Metals Division. The Aluminum Asso- 
ciation, representative of the entire industry and embracing the largest, medium 
and small firms, participated in the conferences. Press releases were issued to 
keep all interested persons informed of developments as they arose. Information 
was supplied to all who sought it. No one has reported to me any difficulty of 
obtaining access to key officials of the Division, overworked and harassed as they 
have been. 

The third claim is that NPA failed to give the independent extruders repre- 
sentation on the advisory committee. Informal conferences were held with 
groups as representative of all phases of the industry as the Light Metals Division 
could constitute them, although no formal advisory committee had as yet been 
established at that time. Upon the initiative of the Light Metals Division a 
formal Aluminum Products Advisory Committee is now being established and 
Mr. Lewis M. Burt, the nominee of Aluminum Extruders Council, is to be a 
member of that group. Among the informal conferences conducted by the 
Division were meetings with either Mr. Cushner alone or with him and his asso- 
ciates on November 7, November 16, December 7, January 2, and January 22. 

The fourth claim is that NPA failed to give the independent extruder a fair 
share of the civilian supply while favoring prime producers. In view of the 
existing facilities and resources of the NPA, this conclusion is completely errone- 
ous. Until such time—and I have testified before the commiitee that it is still 
some time distant— when staff will be available to administer a controlled materials 
plan, NPA cannot undertake anything approaching a complete allocation of 
materials within industries. Meanwhile, we are attempting to use our facilities 
wherever possible to help industries, notably small business, on an individual basis 
through spot assistance where required. All of our orders allow for application for 
adjustment by any person for reason of hardship, or in cases where the enforcement 
of an order would not be in the interest of the national defense or in the public 
interest. Also, we have attempted to establish safeguards for small business in 
the orders which we have issued as, for example, the 6'4-percent allceation of the 
ingot production of all prime producers to nonintegrated fabricators. In addition, 
there is a special exemption to benefit persons who use less than 1,000 pounds of 
aluminum during any 12 consecutive months. In order to lessen interference with 
civilian production and upon the recognition that in many instances the specified 
base period could not be justly applied in every case, we issued two directions to 
Order M-7. The first permitted any person suffering undue hardship through the 
use of the period January 1—June 30, 1950 as a base to establish his use for Decem- 
ber 1950 to determine an alternative base period which would permit him to 
operate equitably under the order. The second direction extended the effect of 
this adjustment intc the first quarter of this year. These directions were appro- 
priate because the number of requests for adjustment seemed to present a 
common problem and as the directions applied whether or not applications had 
been filled, we believed that these actions minimized the number of potential 
applicants for adjustment and enabled many small businesses to continue a 
reasonably satisfactory operation. 

A number of applications for adjustment have been received since the issuance 
of the original order and many that were not automatically resolved by these 
directions have been adjusted individually, and in many cases by personal dis- 
cussion with the applicants. Most careful attention has been given to the special 
= of small business in the industry, and the advice of our Office of Small 
Jusiness has been sought and utilized. It is urged in Mr. Cushner’s statement 
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that the M-—7 order excluded all prime producers from its terms but it also exelud 
from its provisions all fabricators, including the members of the Aluminum | 
truders Council. The order was directed solely at end users and its aim was pur: 
the conservation of this scarce and essential metal. 

The fifth claim is that NPA did not show due regard for the independent ; 
truder in the M—22 scrap order. The order itself recognized the problem of ¢! 
extruders in that it permitted them to toll process butt ends. Subsequent 
NPA amended the order so that it would include scrap generated by the extrud: 
themselves. The purpose of the order was to keep scrap out of irregular chan: 
and thus preserve not only aluminum but such other vital metals as coppe: 
manganese, magnesium, nickel, titanium, and zine which are alloying eleme: 
normally used in aluminum products. The protections which I have described 
in the foregoing were made by NPA on its own initiative. Subsequently, whe: 
we learned that members of the Extruders Council needed further aid, NP\ 
amended the order to permit them to have tolled into extrusion billets the butts 
and other mill scrap generated by their own facilities. Individual extruders why 
sought the privilege were authorized to purchase other scrap for toll arrange- 
ments. It is our intent to have further conferences prior to March 1 to insur 
that all possible relief is being given. 

The sixth claim is that the order prohibiting the manufacture of certain alumi- 
num products as of April 1 was designed to strike the death blow to the extruders 
The order had no such purpose. A similar order was issued by the War Production 
Board in the Second World War. NPA has issued such an order as to copper 
products. The sole aim of orders of that kind is to assure the availability of 
scarce and strategically essential metals to the deferse program. 

The seventh claim is that no reascnable norm determined the classification of 
firms listed in the M-—22 scrap order as smelters. List A was arrived at following 
consultation with the Bureau of Mines, Department of the Interior, and com- 
prises those firms who filed reports as smelters with the Bureau under its regula 
tions. List B was comprised of aluminum fabricators. Here the vardstick was 
the knowledge generally available as to the independent fabricators who would 
be involved. From the protests which came to us it became plain that many 
others should be on list A. The companies were told to proceed as if they wer 
listed and to utilize the processes of appeal spelled out in the order itself. Mem- 
bers of the Extruders Council made known their protest to NPA on January 22 
Oral assurance was given at once that relief would be forthcoming and on January 
25 NPA formally authorized them to purchase scrap for tolling into extrusio1 
billets. 

The eighth and final claim is that the officials administering the aluminum 
extrusion industry within NPA know little or nothing of the industry. I thin} 
that this is adequately answered by the statement that the three officials in th 
Light Metals Division who have responsibility over extrusion have had a com- 
bined experience of 45 years in the aluminum field. ‘These men, who are serving 
at no little personal sacrifice, have had close experience with every phase of the 
aluminum extruders business. 

Mr. FLetscHMANN. We will do so, sir. 

Mr. Suears. They raise these questions in that brief. 

Mr. FLeiscHMANN. We will take them up specifically and attempt 
to answer that. 

Mr. Suears. Of course, what the subcommittee is interested in is 
trying to keep these independents in business if it is possible. 

Mr. FieiscHMann. And so are we. If they have not been proper!) 
represented I assure you they will be from now on. The only way w 
make progress is when people call our attention to our mistakes. We 
will try to rectify it. I believe they were represented, but I will se 

Mr. Suears. Does the NPA do anything to assure defense work for 
smaller businesses in order to take up the slack between aluminum fo: 
civilian consumption and that for military consumption? 

Mr. FieriscHMANN. Yes. You understand, of course, that we ar 
not a procuring agency. We do not place contracts, but we have : 
very extensive small business operation which is expressly designed to 
do exactly that. While I do not mean to give the impression that it 
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beamed at aluminum specifically to the exclusion of ether items, they 
have been extraordinarily active in doing everything, | think, that 
can profitably be done at this point to help the small business—which is 
without any question the hardest hit up to date—in fitting into the 
defense program, particularly in the subcontracting field. 

We are in consultations with the Munitions Board right today, 
designed to ac complish a better distribution, particularly of subcon- 
tracting. We feel, in that area particularly, small business ought to 
be used more extensive ‘ly, and we are trying to do it. 

We are putting people i in our major field offices whose assignments 
will be exactly that. It is a terribly difficult problem. I realize that, 
but I think we have a rather complete information service, and a 
helpful service. 

Mr. Suears. Now, referring to your statement before the Senate 
Small Business Committee, | quote: 

We have neither enough material to supply the needs of all manufacturers nor 
enough current orders to utilize their full plant facilities in defense production. 

What significance has that statement in the aluminum field where 
there is alre ady a concentration of economic power of the three primary 
companies? i 

Mr. FLerscHMANN. By that you mean General Harrison’s state- 
ment? 

Mr. Saears. Yes. Some of these are directed to General Harrison 
rather than you, of course. 

Mr. FLetscnMann. Yes. I do not know that I exactly understand 
that question. I subscribe to what Secretary Sawyer said. To the 
extent that I have any responsibility there—which as I have explained 
to you is very limited—I share his belief that we ought to do every- 
thing we can to encourage smaller firms to get into this highly con- 
centrated field; and we intend to do that through every device open 
to us. By “us” I mean thé Government, namely, the Defense 
Production Administration. That includes loans, contracts to pur- 
chase, amortization, and priority assistance in getting their plants up. 

Mr. Suears. Then as | understand you, you are going to give 
newcomers a better deal than the present 

Mr. FietscnmMann, I[ did not mean to give that impression as I do 
not have that decision to make. One of the factors that has been 
taken into account in evaluating things like amortization—and other 
things in the financial field—-is the economic capabilities of the 
company. A big company may not need any financial assistance. 
A small company does. We are giving more assistance to small 
companies because, obviously, they need it, and it is a desirable 
economic goal to bring them in. 

Mr. Suears. Has your programing reached a point where you have 
need for additional expansion beyond that of what they cal! the first 
step, of 446,000 tons? 

Mr. FietscuMann. That is a subject, Mr. Shears, that I just do 
not know about.- I have heard it discussed. I believe Dr. Boyd 
testified on that subject that that was, generally speaking, the present 
goal, and I do not know anything beyond that. It is not in my 
bailiwick, and I just do not know. 

Mr. Surars. And from what you know about it do you favor more 
expansion? 
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Mr. FietscuMann. My experience in the last war is the same as 
the testimony given by Secretary Sawyer. I think that we always 
set our sights a little too low on everything, and I am just consiti- 
tutionally the other way. I think we need more and more of every- 
thing. ’ 

Mr. Ropino. Mr. Fleischmann, do you care to comment as to the 
2):-percent Government guaranty that is required. Would that be 
limiting factor? 

Mr. FvLeiscumann. I saw that, and frankly I just cannot comment 
on that now. I do not know anything on the subject. I have only 
been in this particular job for a couple of weeks and frankly I did not 
understand that. I will be glad to look into it and comment on it if 
you would care to have my comments, but at the present time I do 
not know the exact relationship in which that may be a limiting 
factor. I had not heard of this problem. 

The statement of Manly Fleischmann in reference to guaranteed 
loans is as follows: 

There are differences of opinion as to whether the loan-guaranty charge of the 
Federal Reserve Board on V-type loans is limiting participation by some companies 
in the defense program. My associates in NPA report that it is proving a limiting 
factor. The central difficulty arises from the fact that in cases of fully guaranteed 
loans, half of the 5 percent interest must be paid to the Government. Under- 
standably, banks are not overanxious to make loans on this condition. Very 
large companies are able to obtain virtually unlimited loans without guaranties 
because of their strong credit position; it is the smaller and relatively financially 
weaker companies which might be expected to seek the V-type loan. Banks are 
cool to extending such loans when their interest benefit may be limited to as low as 
2% percent. An additional reason for the unwillingness of the banks to grant these 
loans is a recent ruling by the Comptroller General that a bank making a guar- 
anteed loan may be faced with a contingent liability. However, it is our under- 
standing that a proposal to amend the Assignment of Claims Act of 1940 to remedy 
this is now pending before your committee. 

Mr. Roptno. A while ago, Mr. Fleischmann, you stated that 
formal request was made to you or your agency by Reynolds, I believe, 
and that that was the only formal request. 

Mr. FLeiscHMANN. Yes. 

Mr. Ropino. Did you use the word ‘‘formal’’? 

Mr. FietscHuMann. No. I tried to explain. What I did was this 
When Mr. Shears told me the subjects he would want me to comment 
on generally, that being one of them, I had a search made of our files, 
and also I had everybody who would have been expected to receive 
such a request ordinarily ask whether such a request had come in. 
That was the only one I found any trace of. 

What I meant to say—and I tried to explain it later—is that ther 
were discussions with Dr. Boyd, Mr. Symington, General Harrison, 
and myself as to the method of granting priority assistance. I think 
Dr. Boyd felt originally that we should have granted blanket priorities, 
which I personally, and General Harrison, do not feel is the right way 
todo this. But, we had no requests that I have any record of, forma! 
informal, or otherwise, other than such as I have stated. 

Mr. Witson. That does not mean that some of the rest of them 
are not going ahead with their expansion; does it? 

Mr. FLeIscHMann. Oh, no, sir. . 

Mr. Wixson. It means they are getting along without assistance in 


that regard. 
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Mr. FLeiscHMann. At the present time. many expansion projects— 
and lam not speaking of aluminum particularly—are going right ahead, 
as you know. But we have felt that this whole area is so important 
that we do not want to take the risk. Therefore, in alumimum and 
magnesium and one or two other things, we are going affirmatively to 
help them on the tighter items so that there cannot be any reason for 
delay whatsoever. 

Mr. Witson. I believe Mr. Wilson, of Alcoa, testified they were 
proceeding to go ahead with their expansion program. 

Mr. FLetscHMann., I think so, sir. I think that is the case. 

Mr. SHears. What consideration has defense contract scheduling 
given to the nonintegrated fabricators? 

Mr. FLeiscuMann. If by that you mean the scheduling of military 
procurement contracts, [ am unable to answer it. It is not a field we 
have gotten into at all. It will be an area which, under the Defense 
Production Administration, General Harrison will have some policy 
direction over, and he has set up a procurement policy committee 
which, among other things, will consider problems of that kind. 
However, up to the present time we have had no authority or responsi- 
bility in that field. 

Mr. SHears. In NPA Release 55, back in November 13, 1950, 
General Harrison stated: 

Although aluminum production was expanded greatly during World War IT and 
and further expansions are under way—but these take time—there is not enough 
of this vital metal available currently to meet in full the demands of both the 
defense program and the expanded civilian economy. 

Is this not more true today, even with the present expansion? 

Mr. FierscHMann. Yes, sir. It is much more true. That is 
because of the greatly expanded military program since the general 
made that statement. 

Mr. SHears. What will become of the 17,000 independent fabri- 
cators of aluminum if we have further to curtail aluminum allocations 
from the 65-percent level? 

Mr. FierscHMann. Well, sir, you ask me a question that I assure 
you keeps me awake many a night. I am saying that in the most 
heartfelt sincerity. The problem of keeping the small-business man 
in business—who makes partly an essential item perhaps, and partly 
a nonessential item—is right at the key of our problem. Many of 
them will be needed, without any question, at a later date, in the war 
effort. 

What we have tried to do is cut the general level of use down to a 
point where we thought most concerns could at least get by. That 
not being enough we have consumed the further cuts in what seemed 
to us the least essential items, so that at a minimum, the producer of 
essential items, be he large or small, could get by. 

Now, I would be the first to admit that it does not wholly solve the 
problem, but what we run up against is a lot of mathematics. There 
just is not enough aluminum currently to go around. That being so, 
it is inevitable that someone will suffer, and we think we are in this 
thing to mean business—both Congress and the administration—and, 
therefore, in the long run you have to cut down the nonessential use 
of aluminum even if it hurts, and it certainly does. 
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Mr. SHears. I suppose it is generally true that even under 
precautions and safeguards most of the war orders have to go to thie 
large firms because of the size of the order? 

Mr. FLEISCHMANN. Statistics certainly show that happened during 
World War II. I suppose even in this program it will be true with 
relation to the prime contracts—the heavier prime contracts. It is 
my hope and belief that we can accomplish great things in the fiel 
of subcontracting particularly, and also in another area of prime 
contracting, namely, contracting for what we call shelf items where 
there is not the need for independent engineering skill and that kind 
of thing. 

It seems to me that things like uniforms and things of that kind, 
where one is like another, could as well be handled by smaller con- 
cerns as by larger concerns. We are currently engaged in an intensive 
study of that jointly with the Munitions Board. 

Those are two areas where I think we can make a lot of progress 
over the last war. 

Mr. Ropino. Mr. Fleischmann, I believe you made the statement 
that no estimate could be made or would be made at least until April 
15, as to the requirements? 

Mr. FiLerscHMaANnn. I did not mean to say it quite that boldly 
Actually there have been estimates, and are now, of the total size of 
the military program. However, we will probably not have before 
about April 15 the kind of a statement of requirements that we need 
to work from, which is shapes and sizes of steel, copper, and aluminum 
scheduled out over a quarterly period. That detailed statement of 
requirements will in all probability not be available either from the 
military or from the civilian needs until about that time. 

Mr. Ropino. Would it be safe to make a guess in advance of that 
date, based on past experience, as to what the requirements might be? 

Mr. FLeIscHMANN. Well, sir, we are making guesses, necessarily, 
every day in the week. You see, we know, for example, at about 
what level the military program is currently reflected in mill schedules 
on aluminum, copper, and steel. We get estimates continually—the 
best estimates they can give—from the military at the present time, 
and we think that they are informed estimates. However, they are 
not translated out into these details that we can allocate from. That 
is the only thing. But we do use those estimates as a basis for 
issuing these interim orders. 

For the reasons I have stated we do not feel that the economy 
can just be left to shift for itself with the attitude of dog eat dog in 
this period; and until we get those requirements we have to use the 
kind of estimates you are speaking of now. 

Mr. Suears. Have you made any study in regard to the Canadian 
situation to see whether civilian supplies of aluminum are far more 
abundant in Canada than they are here at the present time? 

Mr. FueiscuMann. Did you ask whether I had? 

Mr. SHears. Yes. 

Mr. FLEeIscHMANN. No, sir. 

Mr. SHears. Did not NPA, before publishing the 200 items of las‘ 
week, make some effort to find out if they could not obtain, under the 
priority system between the two countries, more aluminum from the 
civilian supply in Canada? 
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Mr. FLeiscHMann. No, sir. That is not our responsibility. As 
to the discussions you have heard described, I did not participate in 
any of them, nor was it my responsibility. 

Mr. Suears. Are you familiar with General Harrison’s discussions 
with C. D. Howe, Minister of Trade and Commerce, of Canada? 

Mr. Fierscumann. I know he had either one or two of them, but 
| do not know anything about them other than what I heard Mr. 
Sawyer testify to. At the time I was not consulted about them and 
I did not hear of them until a few days ago. 

Mr. Suears. Are you familiar with the mysterious piece of paper 
that was passed from General Harrison to Dr. Boyd, containing the 
British Columbia output information? 

Mr. FLetscuMann. No, sir. I have never heard of that until to- 
day, but I will clear up, if | can, the mystery, if you would like me to. 

Mr. Suears. I am sorry Ge neral Harrison could not be here. 

Mr. FLerscuMann. Yes. I am sorry too, but he is a little under 
the weather. 

Mr. SHears. Beyond the possible supply from British Columbia 
from 3 to 5 years from now, are there any immediate advantages which 
can be obtained from discussions with Canada such as under regulation 
No. 3, to your knowledge? 

Mr. FLEIscHMANN. Let me put it this way: Regulation 3 would not, 
to my way of thinking, be a vehicle for getting additional supplies of 
aluminum to this country from Canada. What would be needed 
would be top-level discussions on aluminum and nickel, and a variety 
of other things whereby an international policy looking toward the 
movement of aluminum or nickel, or what not, from one country to the 
other, could be brought about. That seems to me to be the right way, 
rather than by just the mechanical use of a priority system. 

Mr. SHears. Are you familiar with the domestic applicants for 
erecting new facilities in the United States? 

Mr. FLe1iscHMANN. Generally speaking, yes, sir. I have a list of 
them. 

Mr. Suears. Have you gone over them in your agency, and could 
you give us the list? 

Mr. Fietscumann. Well, I have to put it this way: These are 
applicants for amortization certificates. I have the list of them. 
Generally speaking, they apply at the Department of the Interior. 
Formerly it went from the Department of the Interior originally to the 
National Security Resources Board, but now it goes to the Defense 
Production Administration. However, since General Harrison could 
not come up himself, I obtained a list of those who have applied. 

Mr. Suears. This is in the primary aluminum field? 

Mr. FLerscuMann. I notice that the list includes a few others, but 
it includes all of the primary aluminum applicants. 

Mr. Suears. Do you wish to submit that for the record, or would 
you care just to read them off? 

Mr. FierscHMaNnn. Let me say that the only reason | hesitate is 
as to whether or not there would be any security question involved. 
Perhaps it ought not to be read into the record. I would like, with 
your permission, to check that with Dr. Boyd, and then give you the 
list under whatever suggestion he has to make on that point. 

Mr. Witson. How many in number are there? 
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Mr. FLerscHMANN. There were five originally, Kaiser, Reynolds, 
Aleoa, Apex, and Harvey; and these others have been added. | 
have no objection to giving these names. 

Mr. Suears. No. It is not a question of names. It is numbers. 

Mr. FLetscHMANN. In addition, there are about seven additional 
ones. 

Mr. Witson. Seven additional? 

Mr. FierscHmMann. Yes. I think there are about six to seven 
primary aluminum ones, in addition. 

Mr. Witson. Are they under consideration now? 

Mr. FieiscHMANN. Yes, sir. All of them, except the original five, 
have come in very recently. I brought this list right up to date for 
this hearing. 

As you know, the Defense Production Administration has now 
granted the Kaiser application, and the others, I believe, will follow 
immediately. 

Mr. Wiison. Has the question of amortization been settled finally 
with regard to Kaiser? 

Mr. FLetscuHMann. It has, on Kaiser. 

Mr. Wiison. And Reynolds? 

Mr. FLeiscumann. It has on Kaiser. 

Mr. Witson. And Apex? 

Mr. FLeiscHMann. It has, on Kaiser. I do not know the status of 
the other applications, but as I said before, I presume they would 
follow the same approximate pattern. Some of them may be out 
today. I do not know. 

Mr. SHears. What is the planning with regard to certificating some 
of these beyond the additional two, in order to take care of the present 
shortages? 

Mr. FietscHMaAnn. Mr. Shears, | do not know, and for this reason: 
These names mean nothing to me, because these are in the field of the 
expansion of facilities, over which | do not have any control, and I 
have not had a chance to talk to Dr. Boyd on the subject as to the 
capacity of these people to do the job. 

Mr. Witson. Of course, there is still some decision to be made 
about how far the expansion should go. 

Mr. FLEISCHMANN. Very much so, for reasons that I think are 
apparent. The basic problem in expansion is how far can you expand 
before it becomes inadvisable to invest any more steel, copper, and 
aluminum in it to get additional production. 1 do not feel we have 
really reached that point in aluminum, but at some point you do. 

Mr. Wiison. Well, there are other questions besides that. 

Mr. FLetiscHMANN. Very many questions, Yes, sir. 

Mr. SuHears. There is a series of questions starting with No. 25 on 
which I assume you are not prepared to answer. 

Mr. FLetiscHMANN. [| noted those that I just could not answer, and 
General Harrison is out. I have not seen him in about 3 days, so | 
could not give you that. 

Mr. SuHears. Could you supply 25—C and 25—-D when you have had 
a chance to talk with him? 

Mr. FLEISCHMANN. Yes, sir. 

Mr. SHears. 26 I presume you could answer. Describe how the 
new facilities in this country are to be financed. 
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Mr. FLeiscHMANN. I stated that generally. 1 will state it again at 
this point. 

Generally speaking, there are three types-of assistance being given 
to new facilities. One is accelerated depreciation. The second 
method is loans, either from the Reconstruction Finance Corporation, 
or jointly from the Reconstruction Finance Corporation and the 
Interior Department, or, in appropriate cases, the Commerce Depart- 
ment. 

The third is contracts, such as the General Services Administration 
makes, guaranteeing the purchase of the output over a period as long 
as 5 years. 

Those are the three methods that are used. 

Mr. Suears. Do you feel that those methods are going to be effec- 
tive in bringing newcomers into the aluminum business, and how do 
they compare with the way war plants were established in aluminum 
in World War II? 

Mr. FLeiscHMann. I do not know as much about the latter subject 
as | should because I left the War Production Board before there was 
much of that done. But, as to whether they will be effective, I cannot 
see how they can fail to be effective, sir, because it ought to be a very 
attractive business investment, it seems to me, if a combination of 
those three is offered, as they have been in some cases, in the aluminum 
field. 

Mr. Suears. The reason I asked that is because the testimony before 
this subcommittee has been that it is practically impossible, or very 
unlikely that the little fellows or newcomers will be able to get loans 
under the present burdensome conditions placed upon them by the 
Government. 

Mr. Fie1scHMann. I do not think that is the fact. We have fol- 
lowed one general policy, namely, that we think that someone who 
wants to go into this business, first, ought to have some know-how; 
and, second, ought to have some stake in the business. 

In other words, if the Government were putting up 100 percent of 
the investment, then it seems to me it ought to own the plant. 

Mr. Suears. Is not that what we have done in the last war? 

Mr. FLeIscHMANN. I believe that is what was done, but we think 
with a comparatively small investment this type of financing ought 
to make such a proposal quite attractive. 

Mr. SHears. You are not familiar with the difficulties that Harvey 
or Apex are-row running into in attempting to get loans, are you? 

Mr. FLe1scHMANN. No, I cannot say that I am, sir. 

Mr. Suwars. Are you familiar with the difficulties that Reynolds 
is running into in attempting to get loans? 

Mr. FLerscHMAnN. No. You see, this is all not in my bailiwick. 

Mr. Suears. Will you indicate what planning you have done—if 
you have reached that point—with regard to terms for Government 
assistance, and with regard to new facilities for smaller producers or 
newcomers, as opposed to the present terms established for the Big 
Three? 

Mr. FLerscHMANN. I cannot answer that. I just do not know. It 
is not in my field and I do not know. 

Mr. Wiison. In other words, your present policy is that a man 
should have some know-how besides knowing how to get this financing 
on an RFC loan? 
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Mr. FLetscuMann. I think he ought to know something about {| 
business. 

Mr. Wuson. I certainly subscribe to that, too. 

Mr. Suears. On the other hand, in view of the fact the Gover 
ment in the past has greatly assisted Reynolds and Kaiser throug) 
the war plant disposal program, and the RFC, don’t you think tha: 
the Government also ought to aid the newcomers during this period? 

Mr. FLetscHMAnn. Unquestionably. 

Mr. SHears. Was the decision in regard to the 80 percent amorti 
zation influenced in any way by the willingness of Alcoa or Kaise 
to forego the full 100-percent accelerated depreciation? 

Mr. FietscuMann. Not according to my information. I don’t 
believe Alcoa was willing to forego it, if I am correctly informed. 

And I will answer that more directly: it had nothing to do with it 

Mr. SHears. Of the new producers that you have mentioned, th: 
five who have already been granted certificates of necessity or first 
intention, how many have been granted the privilege of write-off 
by—is it the NPA, that does it? 

Mr. FieiscHMann. The certificate of necessity is the privilege of 
write-off, and as I said before, only one has been granted to date, 
and that has been to Kaiser. 

Mr. SHears. That is Kaiser? 

Mr. FietscuMann. The others will follow almost immediately. 

Mr. SuHears. Did you prepare a list of priorities granted to Canada 
in the priorities program? 

Mr. FvietscuMann. I read that statement into the record covering 
that subject. 

Mr. Suears. I see. Is there any further expansion contemplated 
through Alcoa, rather than through the six newcomers whom you 
have enumerated? 

Mr. FietscHMann. Through Alcoa did you say? 

Mr. Suears. Yes. 

Mr. FLetscHMANN. I have not heard of any, sir. I believe that 
this list, which I am going to give you, shows the degree of expansion 
for each company. 

(The following is a statement by Manly Fleischmann in reference 
to certificates of necessity applications for aluminum production:) 

Dr. James Boyd, Administrator, Defense Minerals Administration, has informed 
me that there is no reason ef security for not presenting the list of applications for 
certificates of necessity for primary aluminum production. The list follows: 
Kaiser Aluminum and Chemical Corp. St. Lawrence River Power Co. 

Harvey Machine Co., Inc. Capital Smelting & Refining Co. 
Aluminum Co. of America Buckeye Aluminum Co. 
Carolina Aluminum Co. Reynolds Metal Co. 

Mr. Suears. The question has been raised as to whether or not 
you feel there is any provision in the Defense Production Act which 
may need amendment in order for you to aid newcomers to get into 
the aluminum business. 

Mr. FiestcuMann. I think there are difficulties presented by the 
provision which requires, in effect, allocation based on a historical 
pattern. While it says, “so far as practicable, and with due regard 
for new businesses,”’ still it tends to freeze into a kind of a pattern for 
allocation in a way that personally I think makes the job a little bit 
more difficult. That is one provision. 
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Mr. SuHears. Did you have any specific recommendation to sug- 
gest? 

Mr. FLetscHMann. I have been talking with Mr. Wilson’s staff on 
the subject, and we hope to give something with a little more leeway 
in it. There are problems there for both small and new businesses, 
and we think we really need a little more time. 

Mr. Suears. How much more time do you need for that? 

Mr. FietscuMann. To propose that? 

Mr. Suears. Yes. 

Mr. FLetscHMann. I have submitted my recommendations already 
to Mr. Wilson’s office. 

Mr. Suears. Do you feel you could get them to us within the next 
10 days? 

Mr. FLetscHMANN. Subject to clearing as to how the legislative 
program is to be presented, I surely could, because I have prepared 
them already. 

Mr. Suears. Along with the other information we have requested, 
We would appreciate that very much. 

Mr. FiLetscHMANN. I am not well enough acquainted with the 
difficulties that may have been encountered in the financial field. 1 
have only been on the job for 2 weeks, and before that I did not work 
in that particular field. Therefore I would rather not comment on 
that. I am not well enough acquainted with it. 

Mr. Witson. Mr. Fleischmann, we thank you for your statement 
to us. You have been very valuable to the subcommittee. 

Do you have any other witnesses? 

Mr. Suears. No. 


Mr. Witson. All right. The subcommittee will stand adjourned 
until Friday morning at 10 o’clock. 

(Whereupon, at 3:40 p. m., the special subcommittee adjourned, to 
reconvene at 10 a. m., Friday, February 9, 1951.) 
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FRIDAY, FEBRUARY 9, 1951 


House or REPRESENTATIVES, 
SpeciAL SUBCOMMITTEE ON THE Stupy oF MoNnopPoLy 
PowWER OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 


The special subcommittee met, pursuant to adjournment, at 10 
a. m., in room 346, Old House Office Building, Hon. Emanuel Celler 
(chairman) presiding. 

Present: Representatives Celler (chairman), Bryson, Wilson, Willis, 
Keating, McCulloch, Goodwin, and Hillings. 

Also present: Curtis Shears, counsel to the subcommittee. 

The Cuarrman. The subcommittee will come to order. 

1 understand that our first witness is to be Mr. Phelan of the 
Federal Reserve Board. Mr. Phelan, will you come forward and 
tell your name and your affiliation to the official stenographer, please. 

Now, just pardon one interruption, Mr. Phelan, please. 

Mr. Puexan. All right. 

The CHarrMan. I want to read a letter that was sent to the Honor- 
able Jess Larson, Administrator, General Services Administration, 
Washington, D.C. This letter was sent by one of the witnesses who 
appeared before us, to wit, W. A. Singer, president of the Apex 
Smelting Co., dated February *2, 1951. 

This letter reads as follows: 

Dear Mr. Larson: As a result of conversations with Mr. Gumbel, we are 
herewith setting forth suggested revisions of the letter of intent signed by you 
under date of January 12, 1951. 

We have expended a great deal of effort attempting to finance the operation 
and find that it is unbankable due to the fact that it involves a $70,000,000 invest- 
ment without profit. 

We propose the following amendments to your letter of intent: 

(1) That the price of pig purchased by the Government be equal to our cost of 
production, including normal depreciation, plus a fair profit to be agreed upon by 
GSA and ourselves, 

(2) That Apex be permitted to borrow the working capital and that the working 
capital be included in the loan guaranteed by the Government. Thus Apex’s 
financial contribution to the enterprise will be $2,000,000 in equity risk capital. 

(3) That the charge for the Government guaranty of the Apex loan for con- 
struction and working capital be limited to an amount to make possible a maxi- 
mum over-all cost to Apex of not over 4 percent, including interest and Govern- 
ment guaranty. 

We earnestly request your early and serious consideration of these suggested 
revisions so that we may proceed to execute the letter of intent and conclude our 
pending commitments. 

Apparently, the Apex people, and I presume the others, are having 
difficulty in complying with the terms set forth in the letter of inten- 
tion, and you will note particularly the difficulty with reference to the 
charge for the Government guaranty. 


-—(—7 


1974 
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Mr. Witson. Mr. Chairman, let me ask you this question: W), 
is he having difficulty, when others can do it? He didn’t say wh, 
He should have stated what the difficulties were. : 

Mr. SHears. I think I ean answer that in this respect, we just 
received a call from New York, where Dillon-Reed attempted 
finance Reynolds’ expansion, and they say that they have been 
unsuccessful so far in obtaining financing under this V plan, but the, 
cannot testify today because it would prejudice the efforts of Rey- 
nolds, however, they say that they will write us a letter that can jy 
placed into the record, if, as and when they complete their financing. 
telling us of the tremendous difficulty that even a big firm like Rey- 
nolds has had in trying to finance under this V plan. That is why we 
have called this gentleman to explain the plan. 

Mr. Bryson. Didn’t one of them consummate his arrangements? 

The CHarrMan. Kaiser. 

Mr. Suears. Kaiser is the only one who has gotten any financing 
so far, and they arranged theirs through the Mellon subsidiary. 

Mr. Witson. He took no part of that from RFC? 

Mr. Suears. No. As I understand it, and this is purely second- 
hand information, Kaiser used 17 insurance companies and 5 banks in 
order to get it. 

The Cuarrman. Mr. Phelan, we will be glad to get your statement 
now. Will you please give your name to the official stenographer. 


STATEMENT OF ARTHUR PHELAN, ACTING DIRECTOR, DIVISION 
OF SELECTIVE CREDIT REGULATIONS, FEDERAL RESERVE 
BOARD 


Mr. Puetan. My name is Arthur Phelan, and I am Acting Director, 
Division of Selective Credit Regulations. 

Mr. Suears. We did not hear your occupation, sir. 

Mr. Pueran. I am Acting Director of the Division of Selectiv: 
Credit Regulations. 

The CuairMan. I did not quite get that. 

Mr. Puextan. I am Acting Director, Division of Selective Credit 
Regulations. 

The CHatrMan. Selective Credit Regulations? 

Mr. Puean. Yes. 

Mr. Suears. At the Federal Reserve Board? 

Mr. Puoextan. At the Board. 

Mr. SHears. What is the statutory authority for regulation V, 
having to do with rates guaranteed by the Federal Reserve Board on 
private loans? 

Mr. Puetan. That authority was given to the President, who in 
turn delegated it to the Federal Reserve Board. 

The CuarrMan. Will you talk up a little louder, please, it is difficult 
to hear you here. 

Mr. Puetan. That authority was given to the President, who in 
turn delegated it to the Federal Reserve Board. 

Mr. SuHears. What act was that under? 

Mr. Poetan. That was in the Defense Production Act. 

Mr. SHears. How much discretion did the Federal Reserve Board 
have in determining the schedule of rates under this V-loan plan? 
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Mr. Puetan. Well, the authority gives the Board discretion to 
prescribe rates within maximum limits, but it does not have authority 
to fix rates in the particular case. 

The Cuarrman. That is, you can fix the topmost limit, that is all? 

Mr. PuHetan. No; we have a schedule based on the percentage of 
guaranty. 

The CHarrMaAN. Just repeat what that is, will you, please. 

Mr. Puetan. On loans guaranteed to the extent of 70 percent or 
less, the guaranty fee is 10 percent of the rate of interest payable by 
the borrower on the guaranteed portion of the loan. 

Mr. Suears. I understand that that carries up to 80 percent, or 
is it up to 70 percent? 

Mr. PHeLan. Seventy or less. 

The CuarrMaNn. That is the rate for the guaranty, 10 percent of the 
interest paid on the loan to the private creditor. 

Mr. Puoextan. That is right. But I want to make one thing clear, 
if | may. 

The CHarrMaNn. Go ahead. 

Mr. Puetan. And that is that that fee is not added to the rate of 
interest charged the borrower, but it is taken out of the interest paid 
by the borrower to the lender, the lender in turn paying it to the re- 
spective Federal Reserve bank, which in turn transmits it to the 
guaranteeing agency. 

The CuarrMaAN. Give us an example. Suppose there is borrowed 
$10,000, and the charge for the loan, say, is 3 percent. That means 
that the borrower pays a total 3 percent, and the Federal Reserve gets 
from the lender 10 percent of 3 percent, and the lender gets the 
balance from the borrower? 

Mr. Puevan. On the guaranteed portion of the loan only. The fee 
is only paid on the guaranteed portion of the loan. In this example 

The CuarrMan. But the Federal Reserve gets the percentage, 
which is 10 percent of the interest on the guaranteed portion, is that it? 

Mr. Puevan. That is correct. 

Mr. Wixison. Who pays it? 

The CuarrmMan. Who pays that to the Federal Reserve? 

Mr. Puevan. The lender. 

The CuHarrMan. Not the borrower? 

Mr. Puetan. Not the borrower. It comes out of the interest paid 
by the borrower. 

Mr. Witson. In the $10,000 at 3 percent case stated by the chair- 
man the Government charge would be $300 a year, would it not? 

Mr. Pueran. That is right. 

Mr. Witson. And the man who got that $300 for the use of the 
$10,000, would pay $30, would he? 

Mr. Puetan. That is right. 

The CuatrmMan. To the Federal Reserve? 

Mr. Witson. To the Federal Reserve, to compensate for this 
guaranty? 

Mr. Puetan. They pay it to the Federal Reserve as fiscal agent of 
the United States Government, and then it is turned over to the 
guaranteeing agency. 

The CHAIRMAN. So that reduces the amount that the lender gets 
by 10 percent? 
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Mr. Puetan. He only pays on a guaranteed portion. 

Mr. Witson. Seventy percent or less? 

Mr. PHetan. Ten percent of $210, that is what it would be. 

Mr. Wiuson. Do you think that is reasonable and just? 

Mr. Puetan. I do. 

Mr. SHears. What is the next rate? 

Mr. PHetan. On a guaranty of 75 percent, the guaranty fee is 15 
percent; on an 80-percent guaranty, it is 20 percent; on an 85-percent 
guaranty, it is 25 percent; on a 90-percent guaranty, it is 30 percent; 
on a 95-percent guaranty, it is 35 percent; and over a 95-percent 
guaranty, it ranges from 40 to 50 percent. 

The CHarrMAN. Where does the 2% percent come in? 

Mr. Suears. That is half of 5 percent. 

The CHarrman. In other words, if you cannot get private capital 
to come in for less than 5 percent, ten the Federal Reserve would get 
half the amount for its guaranty, if the guaranty is 100 percent? 

Mr. Pueran. It would get half, or 40 percent. There is a range 
there of from 40 to 50 percent. 

The CHarrMAN. [I understand. What makes you think that private 
investment sources would be willing to loan them money at 2) percent, 
if there is a 100-percent guaranty? 

Mr. Puetan. Well, they can get 3 percent 

The CuarrMan. I beg your pardon? 

Mr. Puetan. They can get 3 percent, if the guaranty fee is only 40 
percent. 

The CHarrMAN. Let us assume it is 100 percent, that the newcomer 
in this field wants to get a 100-percent guaranty, because he cannot 
get any money unless there is a 100-percent guaranty, then if they 
charge 5 percent, the Federal Reserve gets 245 percent? 

Mr. Puetan. Yes; but it is at the option of the guaranteeing 
agency to set that guaranty fee at 40 percent of the interest paid. 

The CuarrmMan. Let us assume 40 percent of 5 percent would be 2 
percent, would it not? 

Mr. Pur an. Two percent paid to the Reserve bank as agent of 
the guaranteeing agency. 

The CuarrMan. Have you made any investigation as to whether 
any of these private banking companies, or insurance companies, or 
other concerns, that have risk capital to lend, would be willing to 
lend their money in appreciable amounts like the sums required in 
these matters at, say, 3 percent? 

Mr. Puevan. | have not made any such survey. 

The CuarrMan. Well, I have made some check, and I find that they 
would not touch it under—well, I will not say that they would not 
touch it—but they are not likely to consider it under 3% percent. 

Now, 3% percent, if the guaranty is 100 percent, would mean that 
you want 2) percént, or thereabouts, so that the lender would have to 
pay over 5 percent. 

Mr. Puetan. The lender. There is a maximum limit on the rate of 
interest that can be charged on these V loans. 

The CuHatrmMan. Which is 5 percent. 

Mr. Puetan. Which is 5 percent. 

The CHarrMan. Under those circumstances, because of that 
guaranty, the entire proceedings are balked, you just cannot get the 
money. 
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Mr. Puexan. I am sure, although I have not made any survey, 
that you can get it for short-term loans. You may not be able to 
get it on that basis for long-term loans. rm 

The CuarrMan. This is for a fairly long term, is it not? What do 
you mean by a short term? 

Mr. Puetan. From 2 to 3 years. 

The CHarrMan. Well, you cannot go into a venture like the setting 
up of an aluminum plant for the manufacturing of the production of 
aluminum that the Government seeks for stockpiles, and that civilians 
need, with the moneys borrowed only for 2}s years, can you? 

Mr. Pueian. But you see, sir, during World War II, when this 
program was in effect, and when this was started initially, to my 
knowledge it was not contemplated that facility loans would be in- 
cluded in the V loans. 

The CuatrMan. In other words, this program stems from the last 
world war? 

Mr. Pueran. It does. 

The CHairRMAN. But conditions have changed considerably since 
that time. have they not? 

Mr. PHetan. Yes: but we had no knowledge they were going to 
include facilities in these loans. 

The CHarrMAN. Were any of those loans even made in the last 
World War, for the construction of plants? 

Mr. Puritan. No; they were handled by the Defense Plant Cor- 
poration. 

The Cuarrman. In other words, in the last war the Government 
built the plants themselves? 

Mr. Puetan. That is correct: 

The CHartrMAN. Well, this is an entirely different program, where 
the Government does not build the plants, but the plants are built by 
the person to whom the letter of intent is given, and he is supposed to 
get his funds from private sources, with the encouragement of a 
Government guaranty. That is an entirely different plan. 

Don’t you think that your superiors should revise their thinking 
on this matter? 

Mr. Puetan. Well, they may have another means of obtaining 
those funds, and that is under section 302 of the Defense Production 
Act, they can get financing for their plant facilities from the RFC. 

The CHarrRMAN. But that is a very limited arrangement. That is 
simply the financing of particular orders. That does not envisage a 
building of plants with the arrangements for power and arrangements 
for raw materials and so forth. That is an entirely different matter. 

Mr. SuHears. Will you give us some sort of a table of your experi- 
ence during the last war on this V type of loan? As I understand it, 
on an expenditure commitment of some $31,000,000, you netted 
$24,000,000 profit on this V plan; is that correct? 

Mr. Poetan. Wedidnot. We turned that over to the guaranteeing 
agencies. 

Mr. Suears. That is what I mean, not that your group made it, 
but the Government made on this V plan during the last war 
$24,000,000 net? 

Mr. Pue.an. That is right, approximately. 

Mr. Suears. And that was over and above the guaranties, the 
guaranties they had to back up on account of defaults? 
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Mr. Puexan. That is right. 

Mr. SHears. So there was not any loss, but there was a $24,000,000 
profit to the Government under this V plan; is that correct? 

Mr. Puexan. That is correct. I have here something which | 
would like to present in evidence. It is a statistical survey of th 
operation during World War II, which will give vou all forms o! 
information. 

The CuarrmMan. We will be very glad to have it. It will be found 
in the files of the subcommittee. 

Mr. Bryson. In other words, the venture during World War IL was 
a very satisfactory one? 

Mr. Puevan. That is correct. 

Mr. Bryson. And there were no losses incurred? 

Mr. Puetan. Well, there were losses, but that figure that was given 
to vou was the net of losses. 

Mr. Bryson. Well, there was a net profit of $24,000,000. 

Mr. PHevan. That was a working capital program, of course. 

Mr. Witson. Ordinarily would you think a man who had to have 
a 100-percent guaranty before folks would let him have money would 
be a good risk to go into a new business, a business in which he had 
never engaged before? 

Mr. Puexan. No, sir; I do not think he would be a good risk. 

Mr. Witson. Well, I would not, either. 

Mr. Bryson. Well, the modern lending has kind of drifted into that 
precedent. Years ago you could not dream of buying a house and 
borrowing all the money, but nowadays, as I am informed, there are 
programs whereby a man can buy a nice home without paying any 
money down. 

Mr. Puetan. That is no longer true. 

Mr. Witson. I will say that it is not. 

The CHairman. These V loans that were made during the last war 
they were made on contracts, weren’t they? 

Mr. Puetan. By the assignment of proceeds of contracts. 

The Cuartrman. Contracts with the War Department, Navy De- 
partment, and other agencies? 

Mr. Puenan. Yes; and the Maritime Division. There were just 
three guaranteeing agencies during World War II. 

The CHatrMan. They were loans on specific contracts for pro- 
curement? 

Mr. Puetan. That is correct. 

The CuarrMan. It did not involve any construction of plants, or 
anything like that. 

Mr. Puoetan. No. On rare occasions a very small part of th 
proceeds was permitted to be used for facilities, but a very, vers 
small part. 

If a fellow needed a new lathe, or something like that, severa 
lathes or small pieces of equipment, that would be permitted. 

The CuatrMan. Now, I have before me a press release entitled 
“Guaranteed Loan Program.”’ I would like to put that in the record 
at this point. 

Mr. Bryson. What date is that? 

The CHAIRMAN. January 21, 1951. 

(The document above referred to is as follows: ) 
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DEPARTMENT OF DEFENSE 
OFFICE OF PUBLIC INFORMATION 


Washington, D. C. 
GUARANTEED LOAN PROGRAM OUTLINED BY DEPARTMENT OF DEFENSE 


The Department of Defense today outlined the Army, Navy, and Air Force 
guaranteed loan program for defense production which is designed to help civilian 
contractors complete contractual obligations with all possible speed during the 
present emergency. 

The guaranteed, or V-type, loans, one of the several types of financing defense 
contracts, are used to expedite production and deliveries, or services, under con- 
tracts or subcontracts for the Army, Navy, and Air Force. 

Authorized under regulation V of the Board of Governors of the Federal Reserve 
System, private lending funds are utilized to larger limits than normally would be 
possible. Public funds usually are used only when a loss or purchase on a guar- 
anteed loan occurs. World War II experience was that the guaranty fund build 
up from contributory portions of the interest paid on V loans exceeded the calls 
upon the fund for guaranteed loss payments. 

The various methods for financing defense contracts, including the V loans, were 
listed by Chester D. Seftenberg, Deputy for Contract Financing to Assistant 
Secretary of the Air Force Kkugene M. Zuckert. 

The methods for such financing, in the order of preference as to use, are: 

1. Private lending; 

2. Partial and progress payments; 

3. Guaranteed loans under regulation V, in which the military department 
concerned guarantees loans of private lending institutions (with the 
lending bank taking a reasonable part of the risk); and 

4, Advance payments by the Air Force or Army or Navy, as the case may be. 

The procedure pertinent to securing a guaranteed loan was described by Mr. 
Seftenberg as follows: 

When a contractor with a defense contract or subcontract in hand finds that 
his working capital will be inadequate to meet his requirements to accomplish 
the contract or contracts, he must find means to increase his working capital. 
Particularly as to contractors holding subcontracts, about his only source of 
private borrowing will be his bank. Not improbably he will find that his require- 
ments exceed the legal lending limits of his bank or that the required amount is 
in excess of what his banker considers a normal lending risk. 

The bank, ordinarily, would like to make the loan if some form of guaranty is 
provided. Accordingly, the bank with information provided by the contractor, 
prepares an application fora V loan. This application is submitted to the Federal 
Reserve bank in the district in which the bank is located. The lending bank 
indicates the percentage of the loan it can or wishes to carry and what percentage 
it wants the military department to guarantee. 

The Federal Reserve bank notifies the interested military department of the 
application, and makes its investigation of the loan application and applicant. 
It then forwards the papers to the Federal Reserve Board in Washington, D. C., 
where the application is recorded and is then forwarded to the interested military 
department. 

In many cases more than one military department has contracts with the 
applicant. To speed up the processing, the application is forwarded to the mili- 
tary department having the predominant dollar-volume interest out of the unfilled 
total of contracts involved. 

As an example, if the application is referred to the Air Force, two determina- 
tions have to be made in deciding whether or not to guarantee the loan. The 
primary decision is whether or not the certificate of eligibility is to be issued. 

The certificate is issued by the procuring agency of the Air Force—or of Army 
or Navy if they are principally interested—if it is determined (a) that the mate- 
rials or services in the contract listed in the application are essential to national 
defense; (b) that the contracts or subcontracts cover materials or services which 
cannot be procured from an alternate source without prejudice to the national 
defense; (c) and that the contractor has the technical ability and facilities to 
perform the contracts satisfactorily. 

At the same time the certificate of eligibility is being considered, the comp- 
troller of the Air Force or the office of the Assistant Comptroller of the Navy, or 
the Army Chief of Finance, makes a financial analysis and submits a recommenda- 
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Mr. Pueran. That is right. 

Mr. Sugars. So there was not any loss, but there was a $24,000,000 
profit to the Government under this V plan; is that correct? 

Mr. Puexan. That is correct. I have here something which | 
would like to present in evidence. It is a statistical survey of thi 
operation during World War II, which will give you all forms o| 
information. 

The CHarrmMan. We will be very glad to have it. It will be found 
in the files of the subcommittee. 

Mr. Bryson. In other words, the venture during World War II was 
a very satisfactory one? 

Mr. PHevan. That is correct. 

Mr. Bryson. And there were no losses incurred? 

Mr. Puextan. Well, there were losses, but that figure that was given 
to you was the net of losses. 

Mr. Bryson. Well, there was a net profit of $24,000,000. 

Mr. Puevan. That was a working capital program, of course. 

Mr. Wiison. Ordinarily would you think a man who had to have 
a 100-percent guaranty before folks would let him have money would 
be a good risk to go into a new business, a business in which he had 
never engaged before? 

Mr. Puetan. No, sir; I do not think he would be a good risk. 

Mr. Witson. Well, I would not, either. 

Mr. Bryson. Well, the modern lending has kind of drifted into that 
precedent. Years ago you could not dream of buying a house and 
borrowing all the money, but nowadays, as | am informed, there are 
programs whereby a man can buy a nice home without paying any 
money down. 

Mr. Puetan. That is no longer true. 

Mr. Witson. I will say that it is not. 

The CuarrmMan. These V loans that were made during the last war 
they were made on contracts, weren’t they? 

Mr. Pueian. By the assignment of proceeds of contracts. 

The Cuarrman. Contracts with the War Department, Navy De- 
partment, and other agencies? 

Mr. Puenan. Yes; and the Maritime Division. There were just 
three guaranteeing agencies during World War II. 

The CuHatrmMan. They were loans on specific contracts for pro- 
curement? 

Mr. Puevan. That is correct. 

The CuarrMan. It did not involve any construction of plants, o1 
anything like that. 

Mr. Puetan. No. On rare occasions a very small part of thi 
proceeds was permitted to be used for facilities, but a very, very 
small part. 

If a fellow needed a new lathe, or something like that, severa 
lathes or small pieces of equipment, that would be permitted. 

The CuHatrmMan. Now, I have before me a press release entitled 
“Guaranteed Loan Program.”’ I would like to put that in the record 
at this point. 

Mr. Bryson. What date is that? 

The CHarrRMAN. January 21, 1951. 

(The document above referred to is as follows: ) 
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DEPARTMENT OF DEFENSE 
OFFICE OF PUBLIC INFORMATION 


Washington, D. C. 
GUARANTEED LOAN PROGRAM OUTLINED BY DEPARTMENT OF DEFENSE 


The Department of Defense today outlined the Army, Navy, and Air Force 
guaranteed loan program for defense production which is designed to help civilian 
contractors complete contractual obligations with all possible speed during the 
present emergency. 

The guaranteed, or V-type, loans, one of the several types of financing defense 
contracts, are used to expedite production and deliveries, or services, under con- 
tracts or subcontracts for the Army, Navy, and Air Force. 

Authorized under regulation V of the Board of Governors of the Federal Reserve 
System, private lending funds are utilized to larger limits than normally would be 
possible. Public funds usually are used only when a loss or purchase on a guar- 
anteed loan occurs. World War II experience was that the guaranty fund build 
up from contributory portions of the interest paid on V loans exceeded the calls 
upon the fund for guaranteed loss payments. 

The various methods for financing defense contracts, including the V loans, were 
listed by Chester D. Seftenberg, Deputy for Contract Financing to Assistant 
Secretary of the Air Force Fugene M. Zuckert. 

The methods for such financing, in the order of preference as to use, are: 

1. Private lending; 

2. Partial and progress payments; 

3. Guaranteed loans under regulation V, in which the military department 
concerned guarantees loans of private lending institutions (with the 
lending bank taking a reasonable part of the risk); and 

4. Advance payments by the Air Force or Army or Navy, as the case may be. 

The procedure pertinent to securing a guaranteed loan was described by Mr. 
Seftenberg as follows: 

When a contractor with a defense contract or subcontract in hand finds that 
his working capital will be inadequate to meet his requirements to accomplish 
the contract or contracts, he must find means to increase his working capital. 
Particularly as to contractors holding subcontracts, about his only source of 
private borrowing will be his bank. Not improbably he will find that his require- 
ments exceed the legal lending limits of his bank or that the required amount is 
in excess of what his banker considers a normal lending risk. 

The bank, ordinarily, would like to make the loan if some form of guaranty is 
provided. Accordingly, the bank with information provided by the contractor, 
prepares an application fora V loan. This application is submitted to the Federal 
Reserve bank in the district in which the bank -is located. The lending bank 
indicates the percentage of the loan it can or wishes to carry and what percentage 
it wants the military department to guarantee. 

The Federal Reserve bank notifies the interested military department of the 
application, and makes its investigation of the loan application and applicant. 
It then forwards the papers to the Federal Reserve Board in Washington, D. C., 
where the application is recorded and is then forwarded to the interested military 
department. 

In many cases more than one military department has contracts with the 
applicant. To speed up the processing, the application is forwarded to the mili- 
tary department having the predominant dollar-volume interest out of the unfilled 
total of contracts involved. 

As an example, if the application is referred to the Air Force, two determina- 
tions have to be made in deciding whether or not to guarantee the loan. The 
primary decision is whether or not the certificate of eligibility is to be issued. 

The certificate is issued by the procuring agency of the Air Foree—or of Army 
or Navy if they are principally interested—if it is determined (a) that the mate- 
rials or services in the contract listed in the application are essential to national 
defense; (6) that the contracts or subcontracts cover materials or services which 
cannot be procured from an alternate source without prejudice to the national 
defense; (c) and that the contractor has the technical ability and facilities to 
perform the contracts satisfactorily. 

At the same time the certificate of eligibility is being considered, the comp- 
troller of the Air Force or the office of the Assistant Comptroller of the Navy, or 
the Army Chief of Finance, makes a financial analysis and submits a reecommenda- 
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tion based thereon. In the event the loan asked for is larger than required as 
shown by the cash projection, or the proper cash projection shows that a larger 
credit will be needed to permit the speediest accomplishment of the needed pro- 
duction or service, the comptroller’s recommendation will include suggestions as 
to any necessary adjustment. 

In the Air Force the decision of the procurement agency regarding the certificate 
and the financial recommendations of the comptroller are given to Mr. Seftenberg, 
as deputy for contract financing for final decision. His letter to the Federal 
Reserve Board of Governors either authorizes the Federal Reserve bank to enter 
into a loan-guarantee agreement on behalf of the Air Force, or declines the 
requested guarantee. Similarly, in the Navy, this authorization or refusal is made 
by the assistant comptroller, and in the Army by the Chief of Finance. 

If the guarantee is authorized, a portion of the interest paid by the borrower is 
paid over to the guaranteeing Defense Department agency, for assuming a por- 
tion of the risk. The portion increases proportionally with the increase in the 
percentage of the loan guarantee. However, all of the funds loaned are funds of 
the loaning bank. The Government is called upon only to share or participate in 
the credit risks involved. 

Mr. Seftenberg further pointed out that where funds are required for facility 
or plant expansion, the procedure to be followed is somewhat different. 

In such cases the loaning or guaranteeing agency is the RFC. The certificate 
of necessity for the loan and the application screening are accomplished through 
the Defense Production Administration, utilizing the Department of Commerce, 
NPA, as the delegate agency for the military departments. 

It should be stressed, Mr. Seftenberg added, that in all forms of contract 
financing the fundamental objective is to obtain as speedily as possible the abso- 
lutely essential defense instruments, without unnecessary financial risk to the 
Government. All efforts of the guaranteeing agencies are directed toward 
accomplishing the ultimate end, he pointed out. 

Mr. Wiison. Well, the intent is to try to see that the taxpayers’ 
money is amply protected: isn’t that right? 

Mr. Puevan. That is right. 

Mr. Wiuson. I agree with the Chairman that the percentage should 
be no higher than necessary to reasonably protect the taxpayers for 
the payment of the guarantee on the man who borrowed the money 
in case he were to go broke, or something like that. It is a pretty 
complicated situation as to about just how far you should go, isn’t it? 

Mr. Pueran. It certainly is. 

The CuHarrMan. We recognize the difficulty, of course, and | 
wondered whether in view of the new situation you should revise vour 
thinking and approach it with a view to tackling a proposition that is 
a little different from the situation that confronted you in the last 
conflict, that is, the last World War. We do not want the Government 
to finance fly-by-nights or irresponsible people. They must come into 
the picture with equity capital of their own, in an appreciable degree, 
in order to show earnest and good intentions. 

On the other hand, we want to help these newcomers so that we 
will not be compelled to rely upon those who are already in the field, 
who have not assumed too great a degree of social responsibility in 
the sense of aiding fabricators and smaller men, 

Therefore, we want to help get some new enterprise into the blood 
stream of this industry. I mean, those are the factors I hoped that 
the Federal Reserve might consider when they retackle this matter. 

‘Mr. Puetan. Well, I cannot speak for the Board of Governors, but 
undoubtedly they would be glad to review these. It would probably 
be a good thing. 

The Cuairman. Am I right in this? I hope I state the views of 
the members of the subcommittee. I don’t know. I want to be sure 
that I do, however. 
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Mr. Witson. | think, Mr. Chairman, that there is always room 
for the review of any program. I think the Board would review it 
to find whether there are any new circumstances between now and the 
last war. Under the law they are supposed to keep in mind the pro- 
tection of the taxpayers, and not take any undue chances with the 
taxpayers’ money, and yet do the best they can to try to put some of 
these folks in business, so that they can get aluminum for us. 

Mr. Sears. It is not the intention of the Federal Reserve Board 
to make money on the V loan; is it? 

Mr. Puoeian. We don’t make money on it. 

Mr. Sears. Well, during the last war you made $24 million net 
profit, and don’t you think that there should be some revision of 
planning in that respect? 

Mr. Puevan. I am sorry. You are not stating it correctly. We 
did not make any profit. It was turned over to the guaranteeing 
agencies. We merely act for the fiscal agency. 

Mr. Suears. I am speaking about the Government. It is true, is 
it not, that there was $24 million net profit made on the V plan during 
the last war? 

Mr. Puetan. That is correct. 

Mr. SuHears. Then we should not confuse the matter by saying that 
your agency does not get it. We are interested in whether the Govern- 
ment gets it. 

Mr. Pueitan. The Government gets it, I want to make that clear. 

Mr. Witson. I don’t understand how the agencies could have 
made $24 million out of only $30 million guaranties. How could 
that happen at only 245 percent? 

Mr. Puevan. Well, there was a total of $10% billion outstanding 
at the peak. 

Mr. Wiison. Oh, it was $10} billion? 

Mr. PHeLan. Yes. 

Mr. Witson. Out of which they made $24 million profit, because 
folks did not go broke. 

Mr. Puexvan. That is right. 

Mr. Suears. Is it possible under the law for either the Federal 
Reserve Board, or the guaranteeing agency, as you call it, to waive 
the rate or fee paid by the borrower for the guaranty, or a portion of 
it? 

Mr. Pueran. I assume that under the law they may have that 
power. I direct that question at Mr. Hackley, who is counsel for the 
Board. 

Mr. Hackuery. The law gives the Board authority to fix rates and 
fees, either specifically or by maximum limits, or otherwise, so that 
the Board’s authority in that respect, after consultation with the 
guarantying agency, is fairly broad. I doubt if it could be interpreted 
as authorizing the Board to waive fees in particular individual cases. 
I can only express my own view, and I am not speaking for the Board, 
but it may be that the Board would have authority to waive fees in a 
general type of case, that is, by general rule, but even if it did so it 
would only be after consulting the seven guaranteeing agencies and 
obtaining their concurrence. 

The CuHarrMan. I think that is a sound interpretation of the statute. 
Speaking personally, I think it might be well for the Board to revise 
its thinking with reference to the full guaranty, and not necessarily 
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require in all cases 50 percent of the amount of interest that is charged 
by the lender. I think that is a little too high. That is where the shoe 
pinches more than anything else. 

Mr. Hackiny. May I make an observation as to the purpose of 
that high fee? 

The CuarrMan. Certainly. 

Mr. Hackuey. It was intended to pinch. The purpose was to 
cause private financing institutions to take as much of an interest in 
the loan as possible, so that the higher the percentage of guaranty, 
that the financing institution asks for, the higher the guaranty fee 
the financing institution pays the Government. 

The Cuartrman. I think in financial logic that is eminently sound. 
However, we do have to be realistic here. We want to get some new- 
comers in the field, and we may have to depart a bit from that finan- 
cial logic, so as to have people of the highest integrity and with the 
highest technological knowledge, and those who themselves are putting 
up a fairly good sum of risk capital. But since these plants are so 
expensive to build and since when they are built they will compete with 
entities that were built years ago when the cost of construction was 
much cheaper, we have to take all those factors into consideration. 

Do you see what I mean? 

Mr. Hackuey. Yes, sir. I think the difficulty probably arises from 
the fact that the schedule of fees, as Mr. Phelan said, is based largely 
on the concept that the V-loan program is for the purpose of financing 
borrowers in need primarily of working capital rather than long-term 
loans. 

The Cuarrman. That is right. I think you have hit the nail right 
on the head, and that is why I do hope the Federal Reserve will 
approach this again and see what can be done. 

Mr. SHears. So, on the basis of that thinking you would be hand- 
icapping a small company from coming into the business, because they 
would require a higher percentage of guarantee than an established 
company, such as the Aluminum Co. of America, or Kaiser, or even 
Reynolds; is that correct? 

Mr. Hackvry. Yes, sir. 

Mr. Wirson. | think perhaps there are occasions when there would 
be nothing wrong in making a distinction in favor of a newcomer to 
the business, provided he has the know-how and ability and efficient 
operation, and provided that he can convince the man who is going 
to loan him the money that he has it. 

But let me ask you this general question: It is generally supposed, 
and I presume it is true, that any extensive direct Government lending 
would tend to increase the inflationary spiral in this country, as 
opposed to private loans, would it not? 

Mr. Puetan. That is correct, and that is the reason the schedule 
of rates was established, in trying to get the loans into the hands of 
private lenders. 

The CuarrmMan. That is why you give the guaranties, so as to 
encourage private lenders? 

Mr. Puoetan. That is correct. 

The Cuarrman. When private concerns lend the money out this 
way, that has a deflationary effect, rather than an inflationary effect; 
does it not? 
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Mr. Puevan. Thatiscorrect. If they did not do that, the Treasury 
would have to make that direct advance. That is it. 

Mr. Wixson. That is true; but as opposed to that, and on the other 
side, it would be better even if there were a tendency toward a small 
inflationary evcle—it would be better for the Government to loan the 
money directly at 3% or 4 percent interest than to take all of the risk 
by guarantecing the whole amount, the full amount I am talking about. 

Wouldn’t you say, as a general proposition, that that would be 
better? 

Mr. Puexan. | think it would be better to handle it under the 
V-loan program or*a similar program. 

Mr. Wixson. | certainly think, as stated by the chairman, that this 
thing should be reviewed, and I am sure it will be. But I can see why 
you cannot get down below a certain figure, because the Government 
would be in the picture if you take all the risk and get none of the 
profits from it—and that would not be a good thing. 

Mr. Puetan. May I say at this point that I believe that there are 
only two of the seven guaranteeing agencies who have agreed to make 
facility loans up to this time. 

Mr. Hackuey. There is only one. 

Mr. Puexan. Or only one of the guaranteeing agencies has agreed to 
make facility loans up to this time. 

Mr. Wixuis. Which one? 

The Cuairman. The General Services Administration? 

Mr. Wixson. You say there are seven? 

Mr. PHELAN. Seven. 

Mr. Wixson. Will you name them for us, please? 

Mr. Puoevan. The Army, the Navy, the Air Corps, the Depart- 
ment of Commerce, the Department of Interior 

Mr. Witson. And GSA. 

Mr. Pueian. And the Department of Agriculture. 

Mr. Wixson. But GSA is the only one that has made any up to 
this point? 

Mr. PHe.tan. That has agreed to. I don’t know whether they 
have made any facilities loans under the program, but they have 
agreed to. 

Mr. Suears. There have been no loans up to the present time. 

Mr. Boorne. No applications have been received. 

The Cuatrman. The General Services Administration is the one 
who does the buying of this aluminum. That is what we are interested 
in now. 

Mr. Suears. As I understand it, your schedule of rates is purely 
suggestive and not mandatory at this present time; is that correct? 

Mr. Pueian. That is correct. 

The CuHarrMan. Do you have any other questions? 

Mr. Puetan. May I correct that? They are mandatory to the 
extent they have to charge those fees. 

Mr. Suears. But they could be adjusted by action of the Federal 
Reserve Board in consultation with these certifying agencies? 

Mr. Puexan. Yes; in consultation with the guaranteeing agencies. 

The CuarrMan. Do you have any other questions? 

Mr. Witson. Let me ask you this: When Government bonds only 
bring around 2 percent or a little better, why would it be so hard to 
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raise capital when, under the case cited by the chairman on a $10,000 
loan—which, of course, is very small and just taken for this pur- 
pose—they only pay $30 out of the $300 interest that is received from 
the loan for a Government guaranty of 70 percent? That leaves 
$270 interest that the lender earns, and they only take 30 percent of 
the risk. Why is it so hard to get risk capital? Are there so many 
more choice investments than that, when there are billions of dollars 
of Government loans now in the hands of insurance companies and 
banking companies? 

The CHarrMan. The product is guarantéed to be sold at a fair price. 

Mr. Witson. There is no question, if the man Rnows how to make 
aluminum, that there will be a market for years to come. Do you 
have any idea as to why that is? 

Mr. Puetan. The credit position of the borrower, for one thing. 

Mr. Witson. Of course, that is a factor. I know we are just 
presuming. 

Mr. Puetan. I would like to give you an example of a V loan we 
have in New York—one of the first ones. It was a $3,000,000 loan 
and involved a 100-percent guaranty. The net worth of that corpora- 
tion was slightly in excess of $100,000, largely in intangibles (equip- 
ment and plant). . 

One of our local banks participated in that loan, even though it 
involved an immediate advance of a half million dollars for working 
capital. 

Now, the borrower had an excellent production record during World 
War II and he made money, but unfortunately he lost it in the interim 
in other ventures, but he has the know-how, and the services wanted 
the product, and the bank went in and accepted the full guaranty at 
the net return of 24 percent. 

Mr. Witson. Of course, there are a lot of personal equations 
involved in that matter, which is always true in any kind of a loan. 

You loan a man money. He has the capacity and has demon- 
strated his capacity to make money and repay a loan, and you would 
rather loan it to him much sooner than you would to someone you 
did not know anything about, of course. But at 2.7 percent, that 
does not seem to be an unattractive investment for a large amount 
of money, where 70 percent is guaranteed by the Government. 

Mr. Puevan. No; it does not. 

Mr. Hriuuras. As I understand, the difference between the func- 
tion of the Federal Reserve System, your agency, and the RFC 
that your people handle guaranties on the loans whereas the RFC 
will make actual money available; is that right? 

Mr. Puexan. That is correct, although under the act the RFC 
can also have its loans guaranteed. 

Mr. Hiturnes. You would do the guaranteeing? 

Mr. Puetan. No; the agency would do it directly. 

Mr. Hacktey. May I just clarify that? 

Mr. Hiuuines. I would appreciate a clarification on that, if you 
would, please. 

Mr. Hacktey. The V loans are only made through the agency of 
the Federal Reserve banks. In other words, the authority delegated 
by the President to the Federal Reserve Board and the Reserve 
banks was to act as agept in connection with guaranties of loans 
made by private financing institutions. The RFC. being a publi 


a 
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financing institution, would be guaranteed direct by the guaranteeing 
agency, rather than: through the agency of the Federal Reserve bank. 

Mr. Hiuuines. Well, the key difference is private and public? 

Mr. Hackuiey. Yes. Under section 302 the RFC could itself make 
either direct loans or participations with financing institutions upon 
recipt of a certificate from one of the certifying agencies. 

Mr. Hixurnecs. Is there any particular discussion that goes on, say, 
at a time of national defense, between your agency or your department 
and the RFC? 

Mr. Puean. No. 

Mr. Hiturnes. Do you consider yourself completely distinct in 
all ways? 

Mr. Puevan. That has been the case up to this time, although dur- 
ing World War II when the procedure was slightly different we did 
guarantee some loans that were held by the RFC, but, as Mr. Hackley 
explains, that procedure was different. 

Now, the RFC would have to obtain its guarantee through the 
guaranteeing agency, rather than under the V loan. 

Mr. Hitiincs. Then, in addition to that, in the last war you had the 
Defense Plant Corporation; is that correct? 

Mr. Pueran. Yes, that was a subsidiary of the RFC. 

The CuarrmMan. Are there any other questions? 

Evidently not. 

Thank you very much, sir. 

We would appreciate it, if you would care to communicate with us 
later on, the results of any deliberation that the Federal Reserve may 
make upon the subject. 

Mr. Pueian. Yes. 

The Cuarrman. Mr. Anderson, I believe you will be next 


STATEMENT OF DEWEY ANDERSON, DIRECTOR OF THE 
PUBLIC AFFAIRS INSTITUTE, WASHINGTON, D. C. 


The CuarrmMan. Mr. Anderson, I notice that you have a most 
voluminous statement, some forty-five-odd pages, and we do not 
want to cut you off in any way but I do hope that you will be able 
to give us a résumé of this which I hold up in my hand and which is 
entitled ‘A Poliey—Program—and Administration of Aluminum for 
Defense and for Peacetime Full Employment in the United States,” 
and we will put this statement in the record. 

Mr. Anprerson. Yes, sir. That, Mr. Chairman, was my intention. 

(The statement submitted by Mr. Anderson reads in full as follows: ) 


A PoLticy—PROGRAM—AND ADMINISTRATION OF ALUMINUM FOR DEFENSE AND 
FOR PEACETIME FULL EMPLOYMENT IN THE UNITED STATES 


Statement of Dewey Anderson Before the Special Subcommittee of the Judiciary 
Committee of the House of Representatives in Connection with its Study of 
the Anti-Trust Laws, Friday, February 9, 1951 


SUMMARY 


I wish to make these eight points: 

1. Your committee is doing valuable work to preserve some possibility of 
competition in a most important industry. 

2. This industry has had a long history of concentrated control, and the testi- 
mony of the independents here shows that it has not been altered as a result of 
Government help in World War II. 
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3. Partly as a result of this, partly because of new uses and of large investme: 
costs, we are short of aluminum capacity. My conservative estimates show tha 
the recent 525,000-ton authorization of new capacity will probably still leave u 
with a shortage of 225,000 tons in 1953. Marlett testified to considerab| 
shortages in 1951 and 1952. 

4. It is going to be exceedingly difficult for your committee to create reall, 
competitive conditions in this industry and to provide opportunities for sma! 
business. 

The Big Three have low-cost plants (acquired partly at Government expense 
and low-cost power sources. The newcomers have neither. The Big Three 
could put the others out of business if they chose, and have already given sony 
evidence of willingness to do so. 

The obligation on the newcomers to turn their aluminum over to the stockpile 
means that the Big Three will get it and make the higher fabricating profit o: 
it (Singer testimony). 

The possible Canadian competition also hangs over them in the postdefense 
period. 

5. The committee must realize that aluminum is an international industry, in 
which Alean will be the dominant figure in all foreign markets. Reasonable 
international use of its low-cost resources is desirable. The Alcan proposal for 
British Columbia should be a great international resource whenever the danger 
of war is remote. I believe we ought to use some of our few remaining cheap 
power sources to try to establish competition in the United States, and after that 
turn to Alcan for post-1960 needs, if and when our own low-cost power capacity, 
best suited for aluminum is exhausted. 

Alcan is a legal monopoly in Canada and we have subsidized it enough already. 
(The Shipshaw deal.) 

The committee must recognize that a refusal to make this power available to 
newcomers (1) aids the Big Three; (2) puts the Alcan project forward. Such a 
refusal might, however, be welcomed by the Northwest utilities. Their view 
points seem to be represented in the Defense Power Administration. 

6. The committee could well consider whether some greater integration of the 
governmental part in the aluminum industry is in order. At present there are at 
least 8 agencies (NPA, Defense Power, Munitions Board, Government Services, 
RFC, Budget Bureau, Bureau of Mines, NSRB, ete.) The Boyd testimony 
indicates that confusion is at least a possibility. I would rather have one admin- 
istrator, and one goldfish bowl—the latter provided by Congress. 

7. The constructive measures to meet the defense needs plus the long-term needs 
which the committee can undertake are: 

(1) Authorize enough new capacity. That means more than is now 
authorized. 

(2) Get more independents into the program. 

(3) Let them have terms that will allow them to survive. 

(4) Make the newcomers and others take terms that will really induce 
competition. 

(5) Favor those newcomers who give the best guaranties of providing metal 
to the small fabricators. 

(6) Keep a vear’s defense needs in stockpile all the time after this emer- 
gency. Six hundred thousand tons will require an investment of $220 
million, but the only real loss will be the interest—about $6.6 million a year 
and rising prices may cover that. 

(7) See that the newcomers are supported and treated fairly in their efforts 
to get foreign supplies of bauxite. (ECA funds should be for the benefit 
of all companies, not simply one.) 

(8) Obtain a more effective and integrated administration of the gover! 
mental funetion, and keep the whole Big Three and a possible Little Ten and 
the governmental process under continuous observation. 

8. One main thing that differentiates the American system from the European 
and Asiatic ones is that we have competition. It is worth fighting for, worth 
helping, even if it requires unusual time and attention from Congress. 


Qualification of the witness 

My name is Dewey Anderson. I appear before this committee upon its request 
I am here as an individual and not in my capacity as the director of the Publi 
Affairs Institute which has not expressed itself in any way concerning this problen 
of aluminum. Presumably, your committee has sought my testimony becaus: 
I have had some opportunity to become more familiar than most people wit! 
the economics, politics, and administration of aluminum. 
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I first began studying the problems of aluminum as the executive director of 
the Temporary National Economie Committee (TNEC). Its leaders, Senator 
Joseph C, O’Mahoney, of Wyoming, and Hon. Hatton Sumners, the distinguished 
former chairman of this Judiciary Committee, instructed me to interest myself 
and the committee in the efforts of Ryenolds to obtain aluminum. That was in 
1939. Later, as the director of the Senate Small Business Committee under the 
leadership of the senior Senator from Montana, James E. Murray, and with the 
vigorous support of the Senator from Nebraska, Kenneth Wherry, I conducted 
the longest and in some ways most intensive study of light metals ever made by 
the Congress up until the launching of the present inquiry by your committee. 

I have been in attendance at nearly all of your hearings and before entering 
upon my own observations on the subject of your investigation, I must say that 
this committee’s reports will furnish such a body of up-to-date, objective infor- 
mation and judgments at the very start of our defense-preparedness program as 
should materially assist in avoiding the costly mistakes of the past. You have 
made an enviable record, gentlemen, and one for which the whole Nation is in 
your debt. 

I do not offer myself today as an authority on the problems of aluminum. 
Rather, | am here as a student of these problems. I hope I can shed some light 
on some of the more important ones that will assist you in forming policies for the 
guidance of the legislative and administrative branches of the Government, and 
for the aid of aluminum makers and users. 

I shall proceed now on my testimony, beginning with the problem of: 


THE NATURE OF THE INDUSTRY 


The aluminum business as now organized and operated is inevitably and ines- 
capably an industry in which the Government and private businessmen must 
cooperate directly. Whether this is to be a long-time continuing relationship or 
an emergency short-run affair depends on policies and practices now in the making. 
They may insure such a degree of competiticn and growth in the industry that the 
Government may safely remove itself from the field, certain that as our defense 
needs for this strategically important metal arise they can be met, and that the 
essential civilian peacetime needs for aluminum are being satisfied as well. 

We have had one experience in the recent past when at the beginning of our 
preparations for World War II we suddenly found ourselves without the aluminum 
capacity to wage a modern war. Then we boosted primary capacity sixfold from 
1939 to 1944 in a hasty and often wasteful manner to meet the minimum essential 
requirements of that war. Now, within the space of 6 short years we are again 
confronted with the need to prepare our defenses against an even more serious 
threat. Once more we have so mishandled the aluminum problem that w: do not 
have the quantity of metal our armed services require. We are told that we must 
cut back civilian uses by a third or more, and cause serious dislocation of business 
and the unemployment of literally thousands of workers 

From these two recent experiences, I submit that it is precisely the duty of the 
Congress, so forehandedly undertaken by this vigorous committee, to examine into 
the nature of the aluminum industry which lets such conditions arise in times of 
nationa! peril. 

It appears that in every industry where unwieldiness had developed due to 
monopoly or near-monopoly conditions, this lag of capacity shows up. In the 
ease of aluminum it is the more pronounced because not only is the industry 
relatively young but up until World War IT there was only one producer of metal 
in the Nation and his price and production policies had been established in terms 
of a relatively restricted market which he dominated. 

Two additional metal makers were added at the close of World War II. They 
have been so concerned with learning the business, testing the market, and reap- 
ing the considerable profits accruing, even to their own surprise in a period which 
they at first anticipated to be so unsafe, that they were unwilling to risk operation 
except on a basis of leasing the Government plants. They have not as vet made 
any attempts to really compete in the price of aluminum. Nor have they until 
recently sought additional plant capacity to make more metal for the use of their 
own manufacturing facilities, even when orders on the books were in excess of 
metal available to feed their own equipment. They have been content, instead, 
to go into the market to buy metal, even to the extent of purchasing it from foreign 
countries, 

So far as the United States is concerned, aluminum is an international industry. 
For our production is dependent upon raw materials obtained in large quantities 
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from foreign sources. The advantages which we possess are some amounts 
of low-cost elettric energy, which are already too limited for vast new expansions 
of aluminum at economic competitive costs. We also have a great and growing 
market, a know-how, business organization and capital. The Government must 
continue its interest in this industry, for in no small measure obtaining a sure 
supply of raw materials depends upon international arrangements. As we search 
ever wider for sources of high-grade bauxite, the Far East becomes increasingly 
attractive, and intensifies our dependence upon foreign policies and agreements 
effected between governments to keep up our supply of aluminum. 

It is as a defense industry that aluminum becomes of such great concern to 
our Government. Modern warfare depends on aluminum. Essentially, we have 
to possess such a substantial basic capacity to produce aluminum as will meet the 
needs of the Defense Department on short notice without disrupting the civilian 
economy too seriously. Nor does it seem possible, judging by all the experience 
we have accumulated to date, for private industry to develop this level of capacity 
on its own. Inevitably, and strictly in our defense interests, the aluminum 
industry continues to be tied closely to Government policies upon which it depends 
for its life and future. This leads directly into the next topic for consideration, 
which is: 

CAPACITY 


This is a most controversial subject among businessmen and economists who 
have studied aluminum. In my judgment, we have been suffering from under- 
capacity to produce aluminum metal for a long time. This can be demonstrated 
by any measure of capacity one may wish to employ. 

Here is one good pragmatic test. In 1947 and 1950, current domestic demands 
for aluminum were so great that our fabrication and manufacturing facilities were 
not able to get all the metal they could use, even when they imported as much as 
possible. 

Some practical aluminum men have guessed that our economy could absorb 
additional aluminum at the rate of 250,000,000 pounds annually. Yet we have 
used all available economic productive capacity for some years now, and despite 
favorable business conditions no net new capacity has been built since the end of 
World War IT. 

This is no usual industry. Not even present demand and visible long-range 
growth can induce private American capital and business leaders to expand 
capacity substan ially. For the initial costs are tremendous. The conditions in 
the industry resulting from a doubling of capacity and production in the postwar 
have not yet been stabilized. There are increasing difficulties in obtaining any 
quantity of low-cost firm electric power, and since aluminum is largely ‘‘stored 
electricity,” this constitutes a natural barrier against entrance into the field at 
anything like competitive costs. Then, producers already in the field have had 
the opportunity to secure Government-buiit modern plants at prices ranging from 
34 to 69 percent of their original cost, as over against present-day construction 
costs involving capital needs twice or three times their investment. This, too, is 
a deterring factor. 

One company, Alcoa, still dominates the metal-making field with approximately 
half the output and a preponderance of the low-cost production facilities. Alcoa 
is the only one of the three producers of metal having a fully developed long-term 
source of raw material and a substantial reserve of capital to meet any downswing 
of the economy or prolonged depression. Yet even Alcoa has not seen fit to expand 
her total capacity materially since the end of World War II. 

Overhanging the entire situation is the Aluminum Co. of Canada, with as much 
capacity to produce metal as the entire American industry had 2 years ago, and 
with a new project under consideration to materialize in 5 years which will double 
present capacity and make it the largest single metai producer in the entire world. 
Its costs are so low by comparison with any other company’s costs that it is in a 
position of dominance in world aluminum. 

All of these facts must be borne in mind when the subject of ‘capacity’ is con- 
sidered. They have particular merit when examining capacity from the stand- 
point of strictly commercial ‘‘business as usual” conditions, 

Yet there is another sense in which capacity must be regarded, and that is our 
need for aluminum. Stuart Symington, the head of the National Security Re- 
sources Board, told an assembled group of Government and industry people on 
October 5, 1950, that the defense requirements of this Nation, and those of her 
allies which must be provided from our production, in addition to whatever cut- 
backs in civilian uses were possible, was a net additional 1,000,000 tons aluminum 
reduction capacity. 
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So far as I have been able to ascertain, this ‘‘target’’ was not based on any 
detailed listing of military requirements furnished by the Munitions Board. But 
that does not mean that it was picked out of a hat, either. For Mr. Symington 
knows a great deal, both of our defense requirements and about aluminum. As 
Surplus Property Administrator, he set the pattern of disposal of aluminum plants, 
and in that capacity he learned a great deal about the plight of this country when 
World War II showed up our shortages of aluminum. Then, in his career as 
Assistant Secretary for Air of the Armed Services, he had an intimate knowledge 
of Air Forces needs of aluminum. Finally, as the head of NSRB, where studies of 
aluminum needs had been going on for some time prior to his arrival, he had a 
further opportunity ‘to determine on a fair target. 

No one has held that his additional 1,000,000 tons capacity is too high. Some 
have hinted that it could be raised somewhat and still we would not be over- 
burdened with capacity to produce aluminum for the Defense Establishment and 
for the continuance of essential civilian production. 

I have not had the opportunity afforded this committee in executive session, 
quite properly to be sure, of hearing from a responsible officer of the Munitions 
Board on the subject of our defense requirements for aluminum. But I did make 
a careful study of this matter during 1946, when, with the assistance of the Bonne- 
ville economist Sam Moment, frequent meetings were held with responsible dele- 
gated members of the Army and Navy seeking the answer to the peak requirements 
and possible uses of aluminum for defense. Here the purpose was to obtain some 
measure at a time when military secrecy was not necessary to veil the figures as 
they applied to a war effort already completed which would never occur in pre- 
cisely the same way, nor make the same demands for aluminum again. I quote 
the pertinent part of the brief report of this inquiry, as it is given in our study, 
Future of Light Metals and Government Plant Disposals, Senate Committee 
Print No. 14, December 31, 1946: 


““PEAK WAR REQUIREMENTS FOR ALUMINUM AND MAGNESIUM 


“The annual peak requirements of the War and Navy Departments for alumi- 
num during the war would have been 3,754,000,000 pounds of fabricated products, 
and for magnesium 235,000,000 pounds of various products. These peaks repre- 
sent the totals of requirements for the different branches of the services as reported 
to this committee by the War and Navy Departments. The peaks for the 
various branches occurred at different times during the war because of differences 
in production schedules and changes in requirements for various products corre- 
sponding to changes in the theaters and tactics of the war. Thus, the aircraft 
peak for the Army Air Forces occurred in the 12 months October 1943 to Septem- 
ber 1944 and for the Engineers Corps from July 1944 to June 1945. 

“The annual peak requirements used bere are merely a guide to a theoretical 
figure assuming that full-scale warfare by all branches of the armed services were 
to have been concentrated in one 12-month period. Against these peaks were 
the corresponding amounts supplied, 2,565,000,000 pounds of aluminum products 
and 217,000,000 pounds of magnesium products. The estimated magnesium 
deficiency was negligible; the estimated aluminum deficiency was considerable, 
nearly 1,200,000,000 pounds. Because the armed services could not be allocated 
all of the aluminum they wanted, they shifted uses and redesigned products. 
The greatest impact fell upon naval vessels which were forced to absorb much 
less aluminum than was desired. Naval ordnance also was affected, and both 
Army and Navy aircraft. 

“The foregoing figures are submitted only as a general guide to measurement 
of the problem. The figure would have to be converted into the peak require- 
ments for the production of primary aluminum, This would involve eliminating 
the alloy content from the weight of the fabricated products to arrive at the pure 
aluminum content, and then increasing the estimated quantity of aluminum by 
allowances for losses of metal from ingot to final form, including the amount 
that becomes scrap.”’ 

I call your attention to two important points made in the report, namely (1) 
the fact that the under capacity of the aluminum industry to produce all the 
aluminum needed for peak usage required substitutions of metal of inferior effec- 
tiveness in our defense effort, and (2) that there are ‘“‘peaks of need in the various 
branches of the defense establishment which do not necessarily coincide, but which 
may overlap in such a way as to require an overall capacity considerably in excess 
of any one ‘‘peak.” 
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The Aluminum Co. of America issued a press release on December 31, 1950, fo: 
insertion in annual business reviews containing some new military uses that re 
quire much aluminum and many other well-tried defense uses which could not g 
their true effective amount of aluminum in World War II for lack of sufficient 
metal. I quote from this release: 

“The new 3.5-inch bore ‘super bazooka’ for launching antitank roekets, using 
about 13 pounds of aluminum in the barrel and other parts; aircraft landing mats 
tactical and floating bridges; radar towers and equipment; GI helmets; rockets 
and launching equipment; fire control towers; portable shelters; and mess kits. 

“Other significant military applications of aluminum are: ‘Invasion pipe’ for 
fuel lines; containers for rocket-fuel chemicals; ships and ‘amphibious vehicles 
aircraft amor; submarines and PT boats; unloading ramps and assault equipment 
water and fuel tanks; foil ‘chaff’ for radar defense, and for packaging food and 
metal parts; field kitchen equipment; small firearms; medical field chests; engine 
parts for tanks, trucks, and other vehicles; plus a number of other products for 
projects still classified as secret. 

‘Alcoa made outstanding progress during the year in the development of rolled 
aluminum ‘tapered sheet and plate’ for aircraft wing skin panels and structures 
New magnesium alloys were developed for aircraft castings, and advances were 
made in the technique of casting airplane wings of magnesium. 

‘‘Aluminum for ship construction had its greatest year since World War II 
More aluminum was used for building trucks, trailers, and railroad tank ears in 
1950 than in any previous year.” 

There was the fear that the substantial expansion of aluminum capacity built 
during the war and continued in production thereafter could not be absorbed, but 
would glut the market, drive down the price, and bankrupt the industry. Yet all 
except the highest cost noneconomic production units have been kept steadily at 
work, except for a short downturn in 1948, and a tremendous quantity of battle 
scrap was absorbed into secondary smelting and civilian use as well. 

In fact, 1950 saw the best aluminum production year since the wartime peak, 
with some 1,435,000,000 pounds of primary aluminum absorbed into industry, 
nearly 19 percent more than in 1949. Given good economic conditions and high 
employment in the United States as the basis of support for the use of aluminum, 
if competitive sources of metal and reasonable prices can be established, the need 
for aluminum will exceed by far any figures vet attained. This optimistic conclu 
sion is warranted not only by the several years’ performance since World War II, 
but by the reasoned observations of big potential users of aluminum who hav: 
testified before Congressional committees, such as the automobile industry 
engineers. 

The fact is that big users of aluminum have been unwilling to risk conversion 
to aluminum as their basic metal so long as the supply was limited, in the hands 
of a single producer, and the price was set high. I call vour attention, not to 
some imaginary ‘‘car of the future’’ as a case in point, but to the automobil 
General Motors has engineered for production along about the time any large new 
aluminum-making plants would be ready to operate. That car is “virtually all 
aluminum or magnesium alloy, even to its engine block * * *_ will weig! 
about 3,000 pounds.” 

One has only to study the pattern of aluminum usage since the end of the last 
war to learn that it is no longer a ‘‘pots and pans”’ metal. It is fast taking its 
place as a substantial part of the construction industry, which now accounts for 
about a third of all uses of aluminum. Its future great gains can be expected in 
the container and packaging fields where it has quite superior uses, in consumer 
durable goods, and in transportation. In all these fields the room for growth is 
enormous, and the tonnages used today may well become but a landmark of the 
pioneering phase of aluminum’s history. 

Is there, then, any way to approximate the future capacity needs for aluminum? 
One can only say that if the present defense effort must continue for many years 
and even at somewhat less than the high levels of expenditure which we now have 
the speedy obsolescence of defense equipment and the improvements being made 
in aircraft and weapons will require constant high levels of aluminum capacity and 
output. If this gray, cold war should suddenly turn into a big shooting war, the: 
any capacity for aluminum production might well prove too small quite quickly 
If, one the other hand, the best happens and we achieve an early and complet: 
peace condition in the world which enables us to devote ourselves to civil pursuits 
then too, the capacity now being planned, namely, an additional 1,000,000 tons to 
be made available as soon as possible, would prove no burden on the economy. 
Providing, of course, we prevent, as we can and must, any serious slump in the 
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domestic economy. And providing, further, that we plan this new capacity wisely 
so that it is economical in production has a continuing supply of reasonably priced 
electric power, and is not burdened with such high capital costs as to be unsound 
financially. 

The institute staff has run out estimates of the Nation’s need for aluminum 
based on eertain assumptions. 


ESTIMATE OF ALUMINUM NEEDS 


Based on the past relationship between aluminum use and the Federal Reserve 
3oard Index of Industrial Production (1935-9= 100), the nondefense aluminum 
needs alone appear to be as follows: 

Tons 
1951 (index 225): Needs 1, 140, 000 
1952 (index 235): Needs : 1, 190, 000 
1953 (index 250): Needs we 1, 270, 000 


When defense needs are added, which I have estimated at 550,000 tons for each 
of those years, the total needs are approximately (with the same indices as above 
Tons 
1951: Needs 1, 690, 000 
1952: Needs 1, 740, 000 
1953: Needs 1, 820, 000 
rhe source of these estimates is indicated on the attached chart. At the bottom of each section is the 
Federal Reserve Board Index of Industrial Preduction moving from 50 to 250 from left to right. At the left 
ide is the alu ninum use for the year. The individual years are put in on te basis of industrial production 
and the amount of aluminum used in that year. These figures are taken from the Minerals Yearbook and 
converted into short tons. They cover primary production, secondary use and net imports 
The lower left hand charts shows how closely the aluminum use followed tne industrial index durin the 
years 1919-40. (The formula of the trend is ye= —122.3+2.952,). During that period the growt) was slow 
Phat trend line, if projected, would be way below the demand for any later years 
During the war, in 1943, when larze amounts of additional capacity hai beea added, and the price was 
held to 15 cents, the demand rose to at least 1,252,090 tons, with an index of 239. It has not touc.e1 taat fizure 
again. 


I next examined the possibility of a postwar trend that would exclude the 


defense effort of 1950. Based on the index of industrial production, the line for 
1946-49 shows a very steep growth—so steep that the great unfilled lacks and 
shortages of the war period were obviously being made up in these years. (The 
formula of that trend is y- 1446.1-+12.97,). I discarded that as a useless 
indicator for projecting the future needs. It is indicated lightly on the chart as 
running close to 1946 and 1950. 

Examination developed the fact that in the year 1949 there was apparently no 
shortage of metal in relation to demand. That has been borne out by testimony 
before this committee. That was the year in which the Big Three were willing 
to sell some metal to the other fabricators. Demand and supply seemed reason- 
ably in balance for the nondefense period. The industrial production index was 
at the low of 176, the use at 893,300 tons. The relationship was then projected 
for the expected levels of industrial production for 1951 (225), 1952 (235), and 
1953 (250). (By January 1951 a level of 220 had already been reached 

The heavy line in the middle of the chart at the right shows what nondefense 
use could reasonably be expected to be at such levels of industrial activity. The 
nondefense use would be: Tons 


1951 .. 1, 140, 000 
1952 1, 190, 000 
1953 _. 1, 270, 000 


This I have called the 1949 nondefense balance. It simply says that since 
demand and supply were apparently in balance in 1949, and since 1949 reflected 
the postwar uses of aluminum, any increase in the index of industrial production 
would affect certain increases in the use of aluminum. For every 10 points 
increase in the index, aluminum use increases 50,100 tons. The increases sug- 
gested for these 3 years are not very large. They do not involve any sudden shift 
of auto makers from steel to aluminum, or anything out of the ordinary postwar 
picture. 

In order to obtain an estimate of the needs for both defense and nondefense 
purposes, I have added 550,000 tons on to the nondefense needs for each of those 
years. The war effort of 1942-44 used about 500,000 tons each vear above the 
normal demand, and there were great shortages for the defense forees. As a 
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normal postwar matter, aluminum is being used more for many purposes and 
presumably will be used more for defense purposes as well. I believe that 550,000 
tons for the military is a fair estimate. You can, of course, revise this line upward 
or downward if your information is that the needs are greater or less. 

The major line in the chart is at the top of the right-hand chart. It shows the 
combined civilian and defense needs at the given estimates of industrial production 
for 1951, 1952, and 1953. 

These are: Tons 

1951. (index 225)___.__- So ee 1, 690, 000 
1952 (index 235) : ‘ 1, 740, 000 
1953 (index 250) apt Re ae oe Lt, hae _..-- 1, 820, 000 

The column at the right of the charts shows the efforts to meet such needs 
It is apparent from the testimony that there will be severe shortages in 1951 and 
1952. By 1953, the whole of the 525,000 tons recently allotted will be in produc- 
tion. 

The supply situation will then be as follows in 1953: Tons 

og | ene 770, 000 
1951 allocations, new (including 7‘ 525, 000 
Secondary production_______.___._- Roe 300, 000 


Total supply : . 1, 595, 000 
Estimate of need : Sy ee = Soe ae , 820, 000 
1953 shortage _____-- fa , Bee re ees 225, 000 


(1 have allowed nothing for imports because I believe the defense efforts of 
the rest of the world will preclude those.) 

If we add to this shortage of 225,000 tons the high-cost capacity of 79,000 tons 
recently reactivated, the total unfilled need at that time will be over 300,000 tons 

Mr. Marlett testified to a shortage of 245,000 tons in 1951 and 360,000 tons 
additional shortage in the first half of 1952 (p. 87, transcript of January 22, 1951 
a cumulative deficiency of 603,000 tons. I believe that in addition to these 
shortages in 1951 and 1952 there will be one of from 225,000 tons to 300,000 tons 
in 19538, even after the 525,000 new capacity has come in. It may be larger 
This chart enables you to measure it fairly quickly, and I believe with some 
reasonable approach to accuracy. 

For example, if you find that the defense needs alone in 1953 will be 650,000 
tons instead of 550,000 tons, you add 100,000 to the figure of 1,820,000, making a 
total of 1,920,000 tons. From this you subtract the figures on the column at 
the right of 1,595,000 tons. The shortage is then 1,920,000—1,595,000, or 
325,000 tons. 

Aluminum production 


Secondary 
Total Primary Secondary Net imports as percent 
of total 


Pounds Pounds Pounds 
Te ‘ 324, 773, 000 227, 33, 849, 000 
1930 _ 306, 237, 000 | 229, 037, 000 om , 131, 000 
1931__ 2 238, 145, 000 77, 545, 000 ) , 132, 000 
1932_. hi 152, 888, 000 { . 000 3, 748, 000 
SES ; 152, 125, 000 5, 125, 000 7 9, 439, 000 
1934___- . 166, 977, 000 74, 177, 000 y , 586, 000 
a : 222, 095, 000 295, 000 7, 321, 000 
1006... ... 327, 929, 000 224, 929, 000 23, 957, 000 
ale eo 7, 801, 000 292, 681, 000 25. 39, 794, 000 
1938__. ae , 482, 000 286, 882, 000 6 . 122, 000 
1939 ee , , 984, 000 327, 090, 000 7.4 5, 543, 000 
1940___. 573, 284, 000 2, 560, 000 0. 7 , 514, 000 
1941____- ‘ 831, 848, 000 | , 134, 000 213.7 , 902, 000 
, 140,000 | 1, 042, 212, 000 392. § ), 714, 000 
1943_ ne , 280, 000 | , 358, 000 | 927. 36, 368, 000 
1944____ , 182, 000 e |, 892, 000 51.3 | 71, 536, 000 
1945__ , 894, 000 990, 120, 000 | 596. § 45, 500, 000 
1946___ 5, 406, 000 |, 260, 000 556.1 | 9, 532, 000 
1947__ , 000,000 | 1, 143, 500, 000 ise 36, 900, 000 
1948 , 000, 000 | £ , 912, 000 3.6) 305, 448, 000 
1949__ , 600, 000 3 , 924, 000 1. 6 , 676, 000 
1950 , 000, 000 7, 600, 000 1 524.2 292, 400, 000 


aol ot WE eo od 





1 Estimated. 


Source: U. 8S. Bureau of Mines, Minerals Year Book. 
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Correlation of aluminum use with FRB index of industrial production (1919-40) 


Index of | Aluminum 
industrial | use (thou- 
production sand tons 


Index of Aluminum 
industrial | use (thou- 
production | sand tons 


Trend of 
use 


Trend of 


use 


91 


164.6 
179.3 


Regression equation , 22.3+-2.952, 


Correlation of aluminum use with FRB inder of industrial prod eclian 
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COMPETITION IN THI ALUMINUM INDUSTRY 


Com petit on bhetweer companies 


Competition is a living relationship between businessmen, not a court decree 
that there shall be competition. It will exist to the extent that the structure of 
an industry is conducive to competition as a natural way of doing business. and 

the degree that its principal leaders and profit takers are committed to com- 
petitive practices as the right and best wav of conducting themselves. 

Competition is the law of the United States. An elaborate set of antitrust 
laws, interstate trade regulation and enforcement procedures has been developed 
over the vears to implement the long-held decision of the American people that it 
is their wish that competition shall underpin the American economy. 

Yet in the aluminum industry a small group of men in the Pittsburgh area 
became the owners of the commercial processes and established a first aluminum 
plant in 1888. Since then, they successfully warded off any serious competition 

aluminum right on down to World War II. In fact, the same leadership put 
up the capital and detailed the management to work in Canada in setting up an 
affiliated organization which a recent Government report said was ‘“‘unified in 
policy through ownership of controlling stock held by the same families or indi- 
viduals. In 1944 the two companies controlled 64 percent of the world’s primary 
aluminum capacity.” ! 

The Government finally got round to court action against this powerful alu- 
minum monopoly in 1937, and after 8 years of litigation the Cireuit Court of 
\ppeals for the Second District, sitting as a court of last resort in 1945, declared 
that Aleoa had been a monopoly in the production of ingot aluminum in 1940. 
It said: ‘‘Alcoa’s size was ‘magnified’ to make it a ‘monopoly’; indeed, it has never 
been anything else; and its size, not only offered it an ‘opportunity for abuse’ but 
it ‘utilized’ size for abuse as can easily be shown” (p. 1215). 

Because of the Government expansion of aluminum-making plants and facilities 
during World War II, and of the entrance of one independent operator, Reynolds 
in 1940, the exclusive monopoly of Alcoa was broken. As a result of Government 
policies of plant disposal at the end of the war, which precluded purchase of 

Aluminum Plants and Facilities, Report of the Surplus Property Board to the Congress September 21, 
1945, p. 19 


SOR61 D1 
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plants by Alcoa which was then under court surveillance, new producers y 
brought in. So that until the start of the current expansion program, ag: 
under Government impetus and through Government assistance, the i: 
relationships had been established by 1951 as follows: 


Tons 


Alcoa 378, 000 
Reynolds 228, 000 
Kaiser 164, 000 


Total 770, 000 


It was because of this changed condition that Aleoa sought relief from 
court and dismissal of the antitrust suit, which was denied because of certa 
conditions still to be met that keeps that corporation under the eyes of the co 
for another 5 and possibly 10 vears. 

But the question which arises is whether any changed condition has rea 
established competition in the aluminum industry, of the kind that underpi: 
healthy expansion of that industry along the lines of free competitive enterpr 

The answer, so forcefully given in the testimony before this committee of s 
independent fabricators as Arnold Troy of the Eastern Metals Co., William 
Singer of Apex Smelting Co., Leo Harvey of the Harvey Machine Co., Eug 
Dynner of Metal Trims, Inc., amply demonstrates that merely by adding to 
number of makers of aluminum ingot does not insure a healthy competit 
condition in the industry. For these so-called Big Three are wholly integrat: 
companies, possessing such outlets for their own raw material, aluminum, in thx 
own fabricating facilities that in good business times it is much more profital 
for them to manufacture their own aluminum into various products than it is 
sell it as aluminum for others to manufacture. The 17,000 independent sn 
fabricators scattered over the country, in turn, are dependent on these Big Thr 
metal makers for all of the primary metal which they use unless they can bu 
from foreign sources. 

It was brought out in the current hearings that Reynolds said they sold fri 
6 to 15 percent of metal produced to outside independent users; Kaiser thou 
they sold about 12 percent (the record shows a net of 2 percent), and Al 
which has been the mainstay of the independents over the years, did not 
how much of its metal production it sold to outside independent users. It m 
be remembered, too, that Alcoa has been under court review right along, wt 
could have influenced policy in favor of considerable sal of metal to independe 
No one gave detailed annual figures over a period of years on such sales 


The pertinent question is whether they used the independent market as 


dumping mechanism when market conditions did not afford them a ready 
of aluminum in more profitable semifinished- or finished-product form, or whet 
they had a policy that meant continuous sure deliveries to independent 
upon which they could make firm plans. 

Even i! it is a policy of the Big Three to sell aluminum to independents, 
gardiess of the effect on their own manufacturing business, it must be not 
that these giants process much of their metal production, and that their prod 


is in competition with whatever those dependent on them for primary metal prod 

If there is any competition between the Bi 
to date in the competition between the products which they make. For the 
has been no competition in the price of the aluminum which they produce. 
far as is known, that price has been set by Alcoa ever since aluminum was ma 
commercially possible in this country. 

So far as the record shows, during the good business years since the end 
World War II, the Big Three have not sought to supply all the alumir 
needs of independent manu‘acturers continually, but have denied their reque 
to purchase metal. This is not a disparagement of their business decisio 
Instead, it is an important fact that must be considered in any attempt to estab! 
a healthy competitive aluminum industry. It is unnatural to expect that a lar 
integrated company should sell aluminum at a set price of say, 18 cents a pou! 
when by carrying the process of manufacture just a short step further it can s 
the metal in sheet form at 33 cents a pound. 


¢ Three, it must have shown 
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Price competition 

There is no evidence of competition in the price of aluminum as produced and 
sold in that form. What price competition there exists is in the sale of aluminum 
products and/or in the conditions of sale of either metal to aluminum producers 
or products to users. Ingot price studies have been made both by Government 
experts and privately which give more than general knowledge of the cost of 
producing pig aluminum. In all such studies, the great single factor is power 
cost. Other things being equal, a lower power price will put a producer in a fa- 
vorable competitive position, a higher one will work to his disadvantage 

In the case of Reynolds and Kaiser, both secured only the better, low-power- 
cost plants of the Government for the most part, and both have sufficient numbers 
of plants to balance out their cost of producing metal. Consequently, even the 
production of some higher-cost metal in the new expansion program does not too 
adversely affect their total production positions. In the case of Alcoa fully seven- 
eighths of its plants are among the lowest-cost-powered plants in the country, so 
that it, too, is extremely well able to average out some of the new higher-cost 
production in its total metal produced. 

None of these conditions prevail for new entrants who are entirely dependent 
on higher-cost power to produce aluminum. Hence, their long-term competitive 
possibilities are to be questioned seriousiy. And this leaves out entirely the other 
factors involved, such as high-cost present-day construction and financing. 

William A. Singer, president of Apex Smelting Co., testified before this com- 
mittee on the matter of the price of metal as follows: 

“The pricing provisions of the letter of intent require Apex to sell aluminum 
pig to the Government for a price which is at least 2 cents below the expected pro- 
luetion costs in the new facilities. The current price of aluminum pig as quoted 
by the Big Three is 18 cents, while the cost of producing aluminum ingot in new 
facilities, constructed in accordance with the terms of the letter of intent, will be 
in excess of 20 cents. 

“This price formula is the biggest barrier to our entrance into the production of 
primary metal es a nonintegreted producer. It is our belief thet the Big Three 
will not be in a position to sell primary metal at @ reasonable profit for less than 
23 cents per pound, with normal 20-vear depreciation. We believe that aluminum 
ingot produced in the new facilities will cost the Big Three 5 cents per pound more 
than their cost of production in the old facilities. The reasons for these higher 
costs are obvious; higher power, interest, and construction costs. 

“In reality, however, the price at which the Big Three sell aluminum ingot to 
the Government stockpile is academic. The Government stockpile actually works 
as a warehouse for the Big Three In practice, metal sold to the Government for 
stockpiling purposes is later resold by the Government to the Big Three for th« 
production of wrought products such as sheet, tubing, and extrusions. There 
fore, the net effect is that the Government is acting as a free warehouse and 
financing agent for the Big Three. Historically, over 80 percent of primary metal 
finds its way into wrought products, controlled by the Big Three. Ironically 
Apex or any new nonintegrated producer of primary ingot would sell its aluminun 
ingot to the Government stockpile at a loss in order to furnish ingot to the profita 
ble fabricating facilities of the Big Three.”’ 

It is not price competition of ingot that concerns any of the Big Three, for that 
question seems to have been resolved by a price leadership that suits all of them. 
While the courts may have their eve on the price of pig as an indication of monop- 
oly pricing, it is in reality a vertical organization of the Big Three from ingot 
production to finished products that is the hazard to the survival and growth of 
independent aluminum business. It is this same integrated organizational struc- 
ture which prevents the widest possible use of aluminum for purposes which are 
not only possible but which would prove a great boon to the public For with 
large users like the automotive industry ingot aluminum is not in competition 
with steel billets because the automotive industry cannot secure a large and con- 
tinuous supply of aluminum in ingot form. They must buy it at much higher 
prices in some degree of fabrication in order to prove attractive customers over 
the vears to the integrated Big Three 

It is my belief, from vears of study of the aluminum industry, that the light- 
metals age will be ushered in really when there are a half dozen or more medium- to 
large-sized nonintegrated aluminum-making companies in the United States. 
Real competition will not be present in the industry until this happens. It was 
sound Government policy to prohibit railroads from owning ocean steamship 
companies. It was likewise sound Government policy to break up the tobacco 
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trust. This situation in aluminum is analogous. Some of us who had something 
to do with the postwar disposal pattern thought that real competion would be 
furthered by having three strong integrated aluminum companies. I, for one. 
am now convinced that this way leads to no real competition, that we should 
seek to establish such conditions as will provide a big source of raw materials for 
a large number of companies that are competing with each other in the market 
place, all assured of a common source of dependable raw material upon which 
to base their attempts to win public favor. 


LOW-COST POWER IS CRUCIAL IN A SOUND ALUMINUM PROGRAM 


Mr. D. L. Marlett, until recently assistant to the Administrator, Defense 
Power Administration, provided this committee with as sound and complete a 
statement of power for aluminum usage as I have ever seen. It is most encourag- 
ing to see this crucial problem handled in such an objective, forthright manner. 

It was pointed out that the present and expanded capacity program to make 
aluminum would require some 33% million kilowatts of eleccric power. more power 
than is used by the 8 million people living in the New York area. It takes from 
9 to 10 kilowatt-hours of electric power to produce 1 pound of aluminum. Not 
only is an abundance of continuous power required for the aluminum program, but 
it must be provided at low cost if the metal is to be widely used in the economy, 

Mr. Marlett testified that the required amount of power for the expanded 
aluminum program could be provided within the United States faster than it 
could be secured from additional developments in Canada. He also testified that 
there was sufficient low-cost power potentialities in the United States which 
could be devoted to this aluminum program if the policy of the Government was 
to do so. 

Mr. William Singer of Apex Smelting told this committee that he could not 
proceed with his part of the proposed expansion program because of high costs 
largely of high-cost power which is to be generated from gas fuel. Mr. Troy of 
the Troy Aluminum Corp., on the other hand, has presented a program to the 
Government for an identical amount of capacity as Mr. Singer. and declares his 
studies show he can come out on the current aluminum price structure, this result 
being possible largely because of low-cost power available to him. Mr. Troy's 
power is hvdro generated. 


The expansion of aluminum production to present commercial proportions and 
the survival of Government-built plants in the postwar period has been due to the 


low cost of power used more than to anv single factor. lost of the power that 
goes into aluminum making is costing less than 3 cents per pound. Almost all of 
it is hvdro-generated power. 

I place this problem of power in this particular focus because it raises a matter of 
highest policy decision with which this committee should concern itself in seeking 
to establish the right approaches to aluminum expansion. It may be necessary 
to expand capacity to make aluminum rapidly by the use of high-cost power 
generated from gas. sut that is no solution of the problem In fact, that way 
practically insures the eventual building of the Alcan British Columbia project, 
for the key to that proposal’s lasting merit, and the reason why Alcan is so per- 
sistingly at work on it, is its low-cost hydro-generated electricity. In every other 
respect the project is unattractive. Do you suppose for one moment a far-off 
wilderness would be selected as the site of a plant in which Canadians and Ameri- 
cans will have to work and live in preference to some other more favorable location 
if it did not have such a cost advantage over any other more attractive location 
that made it the one location possible to use? 

This brings us to a frank appraisal of the possibility of developing our own 
low-cost hydroelectrical potential. If we proceed with the presently designed 
program of high-cost expansion, then we must frankly recognize that American 
producers will not be able to compete with Canadian low-cost production in the 
years ahead, for we are condemning them to a high-cost base of operations at the 
start. 

tecent history bids fair to repeat itself on the power front. It was because of 
the failure to develop adequately and in time the tremendous low-cost power 
potential of our great river systems that made Shipshaw possible and necessary. 
As a. private citizen interested in the efficient administration of our great natural 
resources, I am obliged to express some fears which I hold. Mr. Marlett’s testi- 
mony showed you a great potential development of low-cost power in the Pacific 
Northwest. Except for the St. Lawrence power project, experts in this field will 
tell you, as they have me, that it remains the great low-cost power resource of the 
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Nation. Each year’s delay causes a waste of runoff water that is akin to criminal 
neglect. I have been informed within the week that the present Defense Power 
Administrator may favor the Northwest utilities by deciding that this Northwest 
development should not be expanded for aluminum production. This is in effect 
condemning American expansion, aiding the monopoly of the Big Three, and will 
result, in my judgment, in hastening the day of the Canadian development. 

The reasoning behind such a policy is not fully known to me. But I am aware 
of the arguments that have been advanced in the past against the fullest possible 
hydroelectric development in the Columbia Basin, and a fair share of that develop- 
ment being used to expand aluminum production. It runs to the effeet that some 
part of current aluminum production is on secondary power, and that to put any 
more expansion on that power system is to hazard shut-downs and failure of 
production. This sounds good only so long as inquiry is not made as to when any 
such shut-down has oecurred and it develops that power failures are only remotely 
possible, that as more of the dams are constructed even this remote possibility 
fades out. 

In my experience every time the issue of further expansion of aluminum capacity 
comes up it boils down to a decision on power for the generation of electricity. In 
the former emergency case, the men in charge of the war effort in WPB, DPC, and 
RFC, for whatever reasons they may have had, decided against American low-cost 
hydroelectric development, and we got Shipshaw with its high subsidies from the 
American taxpayers and its present-day competition with our own producers on a 
basis with which we cannot compete. In the present case, what will the decision 
be—to go ahead with relatively high-cost gas- or coal-generated power and be 
saddled with possible tremendous losses in the future as this capacity is forced into 
idleness because of Alean competition, or forever raise high tariff walls to keep out 
Canadian metal? Or, will we examine the prospects of full development of our 
remaining potential hydroelectric capacity to obtain the benefits of cheap elec- 
tricity not only for the production of aluminum at low cost but for other essential 
uses? 

I believe this is such a crucial problem to be settled at the highest policy level 
before the high-cost plants are constructed that it warrants further inquiry by this 
committee If I may be so bold to suggest it, I urge upon the committee calling 
the present Defense Power Administrator, Mr. G. V. Me Manus, as well as others 
from the Department of Interior and the Federal Power Administration to ascer- 
tain whether I am raising what I believe to be the fundamental issue in aluminum 
expansion that can survive in a competitive struggle as well as to meet our present 
defense needs. 

So much of our American success depends upon a growing, adequate, and low- 
cost supply of energy that continued congressional attention to the subject would 
be a source of great help to both the labor and business groups of the Nation. 

In emergencies we always seem to be caught short, without quite enough physi 
eal energy to turn around. It is, for example, basically useless to talk of any kind 
of major decentralization of industry without considering the power supply as well 
as the water supply. We ought always to have a little margin for emergencies. 
We ought always to be a little ahead of the game. 

The Columbia River offers some 30 million kilowatts of fairly low-cost power, 
and that will not drain the coal, gas, or oil reserves which should be used for more 
valuable purposes 

Congress could help our over-all energy situation by insisting on more private- 
public work on long-distance transmission. The high quality, lower-cost coal of 
several Eastern States will only last a few more decades, and easy access to lower- 
cost sources of energy is essential. Possibly Congress could even find some tax 
legislation that would halt some of the present mining waste. 

In addition, the oil from coal and from shale program needs to be watched 
and pushed. I hope much more work can be done on underground gasification 
of coal. Similarly more valuable work can be done on the heat pump, and on 
power from wind. It is too early to estimate when and at what costs atomic 
energy may become available. The present indications are that it will not be 
able to compete with future Columbia River energy at 3 or 3.5 mills. 

Basically, the thing for Congress to remember is that low-cost nonhuman 
energy has been and is the foundation for our industrial progress. We now 
expect our national income to double every 35 to 40 years. That involves a 
terrific use of energy from all sources. Bottlenecks, depletions, and high costs 
can hold up our progress. We need to keep our power plant a little ahead of our 
income growth. 
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UNITED STATES INTERESTS IN THE WORLD ALUMINUM SITUATION 


Not only is the United States dependent upon sources outside her own boun 
aries for raw materials required to make aluminum, but the advantages which s! 
has enjoyed up until now in producing the metal are being rapidly overtaken | 
both natural and man-made gains of a foreign country and a foreign operat; 
This raises questions of no small importance which may become matters of hig! 
level foreign policy involving our State Department. 

For example, the available and potential low-cost power for aluminum produ 
tion, or power that should be used for this purpose in comparison with other 
alternative uses, is limited in amount in the United States. Yet such power 
still potentially abundant in Canada, Venezuela, and other countries, whi 
possess other economic advantages in the production of primary aluminum, 

The question arises whether it is in our best interest to seek to prevent foreig 
developments or to encourage them. The role of the tariff in protecting our ow 
producers against the harsh effects of foreign competition also comes to the for 
The prospect of our own aluminum and eluminum products in world markets 
another problem of concern facing the Government in establishing sound alun 
num policies. Of even more immediate concern is the prospect for survival of a 
healthy, expanding, domestic aluminum industry to provide the needs of this 
Nation in times of military defense and to underpin its peacetime economic sta 
bilitv. For all these considerations, our interests in the world aluminum situati 
and future prospects cannot be overlooked. 

The cartel 

This is an organization effected between private producers to control the inter- 
national markets bv allocating quotas of production, determining prices and mar- 
keting arrangements in particular territories. Limitation on production and pric: 
controls are devices in common use to promote cartel arrangements. Aluminum 
was brought under world cartel arrangements in 1900. There were four major 
cartel agreements lasting in succession from that date, with an interruption during 
World War I, until World War II preparations split the nations in 1939. T! 
first carte! of 1900 consisted of two French companies, an Engish company, and 
the Royal Aluminum Ltd., of Canada, a subsidiary of the then Pittsburgh Reduce 
tion Co. The Canadian company will be recognized as the present-day Aluminiu: 
Limited, owner of Alcan, and the Pittsburgh company as the present-day Ali 
minum Co. of America. Transformation oecurred in the names and relationshi; 
of both the American and Canadian companies over the vears of this century 

According to the prospectus of the Aluminum Co. of Canada dated Decemb 
16, 1950 

“* * * Aluminium Limited which is one of the world’s large enterprises, bei! 
responsible in 1949 for about 25 percent of world aluminum production. Aluminiu: 
Limited was incorporated in 1928 in Canada as a holding company to aequir 
the foreign business of Aluminum Co. of America, which had included aluminum 
production in Canada since 1900. Through its subsidiaries Aluminium Limited i: 
engaged principally in the production and sale of aluminum ingots and fabricated 
products, and the development of hydroelectric power. In addition to the Cana 
dian enterprises it maintains, through subsidiaries and affiliated companic 
smelting, fabricating, and bauxite-mining operations in 23 countries, with sales 
outlets in more than 80 countries. 

“Aluminum Co. of Canada, Ltd. (herein referred to as the ‘company’) was 
incorporated in 1902 as Northern Aluminum Co. (limited) and is engaged prince 
pally in the production, semifabrication, and sale of aluminum in various forms, 
and in the generating of hydroelectric energy. Together with its own subsidiarie- 
it represents over 70 percent of the gross fixed consolidated assets of Aluminiun 
Limited. Through subsidiaries the company owns and operates bauxite mines 
dock and terminal facilities, a railway in British Guiana, bauxite storage and trans- 
shipment facilities, dock facilities in Trinidad, in addition to shipping, railroad, 
and terminal installations in Canada. The growth of the company is a reflectio: 
of the development of the aluminum industry generally, which has tended t 
double its output each decade since its commercial history opened 60 vears ago.”’ 

It was inevitable that this huge Canadian-American enterprise doing business 
in the world market should be confronted with the cartel. The fourth carte! 
was organized in 1931, breaking up sometime after 1938 as the war effort inten 
sified. Aluminium Ltd., which had been organized according to its own prospectu 
“in 1928 in Canada as a holding company to acquire the foreign business « 
Aluminum Co. of America,’’ was the heaviest shareholder and one of the guidin: 
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spirits of the cartel. It had 28.5 percent of the shares, the rest being divided 
among French, Swiss, British, and German shareholders. Spanish, Swedish, 
Norwegian, and Italian aluminum producers were connected with the cartel, but 
in a subsidiary position.! 

This fourth cartel, at the insistence of Mr. Edward K. Davis, president of 
\luminium Ltd., did not place limitations on the right of any cartel member to 
produce as much metal as he wished, but did impose a system of royalty pay- 
nents into the cartel if a systematic increase in aluminum by any member was 
ot justified by commercial needs. 

Also, Mr. Davis urged and had accepted a system of cooperative sales between 
cartel members in countries where several of them might have sales opportunities. 
This plan had been established in the third cartel by an agreement signed by 
the European cartel members and Aluminium Ltd., in 1930 whereby the Canadian 
ompany had reserved to itself 52 percent of the aluminum needs of the Japanese 
Empire and its dependencies, 48 percent being divided amongst the European 
iluminum companies. The share of the Canadian corporation was raised to 60 
percent in 1988. Moreover, and this is an important factor to consider, each 
party had the right to deliver in the Japanese market semifinished and finished 
products in the proportion of its aluminum metal quotas. A somewhat similar 
irangement dividing the Soviet Russian market was made in 1935, with Alumin- 
im Ltd. receiving 20 percent of the quota of raw aluminum, 30 percent of semi- 
finished products, and 20 percent of alumina. 

rhis commiitee will reeall the excellent and forthright testimony of Mr 
Nathaniel V. Davis, son of .Edward K. Davis referred to above, who is now the 
president of Aluminum Ltd. ‘There he pointed out that his company had large 
and extensive world-wide aluminum interes:s, with ownership or part ownership 
of aluminum companies in Norway, Australia, China, and a substantial increase in 
the fabricating enterprises in the United Kingdom, South Africa, Brazil, Mexico, 
Switzerland, Norway, and Sweden. He explained this extension of the corpora- 
ion’s activities round the world in this way: 

“Over the years, our expansion program swings like a pendulum. We built 
ip our ingot facilities as they were built up during the war. After the war, as 
he record will show, those facilities (for making aluminum ingot) were not used 
tc any great extent We were anxious to be able to utilize them more, so we 
devoted most of our efforts toward the expansion of our fabricating interests. 
Now our efferts are in the cther direciion (aluminum ingot production).” 

Mr. Davis replied to a question of the committee that his company was not 
now a member of any alummum cartel, nor did it intend to become a member. 
Yet his company is already producing more aluminum than the resc of the free 
world combined, excepting the United States. It is in possession cf the lowest 
cost aluminum capacity in the world. It is now seeking to launch the vast 
British Columbia aluminum-making undertaking which will more than double 
ts aluminum capacity. It will emerge from the current world crisis, if present 
plans materialize, the controlling figure in world aluminum, in terms of plant 
capacity, low cost of production, available raw materials reserves, and annual 
output of metal. It will have te find cutlets for metal, and for that purpose it 
has been establishing for some time past working arrangements and whole or part 
ownerships of aluminum, raw materials, semifabricating and full fabricating 
establishments in 23 countries, and sales outlets in more than 80 countries 

What, then is the significance of a world cartel in view of this predominance 
of Aluminium Limited in the world market? What chance has any country’s alu- 
minum industry to survive and grow independently of working arrangements with 
the Canadian giant? Inthe United States we have recourse to a tariff wall which 
inay be raised if danger (hreatens. In passing, it should be pointed out that this 
means the American aluminum industry is in politics from now on out. But in 
other countries where the Canadian corporation has whole or part ownership of 
facilities that are operating under their own national chariers, it has become so 
identified with local interests as probably to make an independent aluminum 
industry impossible. Here is that ‘‘collectivism’’ of which Senator Joseph C 
O’ Mahoney spoke to this committee carried into the international stage. Surely, 
no sovereign government could rest easy with such a vital defense industry inter- 
nationally owned and subject to a corporation in a foreign country for its aluminum 
ingot. 

The alternative? One prospect is a national stockpiling program of large pro- 
portions. Another is a national aluminum industry on a protected or subsidized 


A most useful account of these and related matters is The Aluminum Cartel by Louis Marlio, himself 


the former chairman of the cartel, published by the Brookings Institution, Washington, D. C., 1947 
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basis. A third and more likely prospect is the eventual reestablishment of a carte! 
of associated aluminum members. How Aluminium Limited could remain outside 
that cartel, or how a cartel could function without the Canadian company as a 
member, is hard to conceive. The third cartel failed primarily because that 
company did not belong directly. The fourth cartel was established after making 
such concessions as would induce the Canadian company to join. The fifth carte! 
may be in the offing. 

Can a cartelized aluminum world affect our own interests? We have already 
mentioned that we are dependent on foreign countries, which may be in the cartel, 
for our raw materials. Cartel practices could affect us directly there. If we are 
to seek any part of world markets for our aluminum and aluminum products 
then any cartel arrangements would seriously affect our chances of selling goods 
abroad. 

Our Government has done some thinking on this subject as set forth in the 
white paper of the State Department of November 1945, Expansion of World 
Trade and Employment which outlines the evils of cartels, but which condemns 
only those private cartels which have the effect of frustrating the objectives of the 
organization to promote expansion of production and trade. Under such stipu- 
lations, a fifth aluminum cartel could be established, and it is my judgment that 
the needs of the Aluminum Co. of Canada with its giant production capacity and 
world-wide need for sales, coupled with the requirements of individual countries 
for aluminum and the survival on some basis of their own aluminum businesses 
will bring that cartel into existence within the next few vears. Because it wil! 
seriously affect. major policies of this Government and the interests of American 
aluminum producers and fabricators, it would be well for us to examine in detail 
the history of cartel practices in aluminum, and any proposals for a good cartel that 
can be developed. While this may appear to be beyond the scope of these im- 
mediate hearings, it is a problem that falls well within the charter of this com- 
mittee, and [ urge that at some appropriate time it be given the consideration 
which ic deserves. 

Foreign competition in the United States 

Primary aluminum produced in Italy, Switzerland, Norway and other countries 
has been finding its way into the United States at premium prices well abov 
domestic metal because of the over-all metal shortage during the vears since the 
end of World War II. The largest single source of foreign metal, however, has 
been in Canada. Alcan has sold 725,000,000 pounds of primary aluminum 
American users in the last 5 vears, during 1950 she supplied our needs wit! 
325,000,000 pounds of aluminum, which represented about 15 percent of our tota 
primary aluminum that year. Testimony before this committee, and reports 
made to me independently by small independent fabricators lead me to the con- 
clusions that during these vears when the American Big Three (Alcoa, Reynolds 
and Kaiser) were fabricating a very substantial proportion of all the metal they 
produced, independent aluminum users felt that the Aluminum Co. of Canada wa 
a large factor in keeping them in business, 

Testimony offered this committee and other information available to me 
indicates that Alean cannot now, nor is she likely to be able to in the near future 
deliver any substantial quantity of aluminum beyond present commitments 
to United States users. Without, of course, denving some other friendly nation 
needed supplies. 

Alean has been engineering for some time a truly remarkable, imaginativ: 
project for the development of a vast quantity of aluminum under most favorabl: 
conditions of low-cost power. I refer to the British Columbia project to which so 
much of the time of this committee has been given. In summary, this project is 
outlined as follows: 

The newest Canadian project will lie in the mountain wilderness of the Britis! 
Columbia coast near Prince Rupert, 80 miles from Alaska. This project wil 
call for a company town of 50,000 built from scratch; 50 miles of new railroad 
large ocean docks; an aluminum plant of 600,000 tons capacity, equal to the entir 
United States capacity 2 years ago; a power capacity of 1,200,000 kilowatts, equa 
to two-thirds of Grand Coulee Dam; and an alumina plant of 1,200,000 tons 
largest in the world. Raw materials would come by water from British Guiana 
through the Panama Canal, almost all the way to Alaska. Aluminum would move 
out either by the single railroad or by ship. 

I do not intend taking the time of the committee with a recital of the pros and 
cons of this project, for they have been so thoroughly aired in these hearings. 
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There are several problems that confront us in the establishment of sound 
Government policies respecting aluminum which relate to Alean’s competitive 
position with the United States, either with or without this new capacity, that 
need brief analysis. 

It has been established that the Aluminum Co. of America (Alcoa) and the 
Aluminum Co. of Canada (Alean, a wholly owned subsidiary of Aluminium, Ltd.) 
are commonly owned, to the degree that the same 11 stockholders own over 50 
percent of the voting stock of each company. It has also been shown that the 
United States Federal court is proceeding with a plan to cut this connection by 
giving the 11 stockholders 5 vears in which to divest themselves of the holding in 
one of the two companies. The Department of Justice contends that the Alcoa 
case will be under the surveillance of the court for 10 vears to determine whether 
its stipulations have been carried out and Alcoa is in reality no longer a monopoly 
in respect to metal production in the United States. But for some appreciable 
bloe of time to come, there is reason to believe that any American policy respect- 
ing aluminum has to take into account this common ownership of the two com- 
panies, with whatever common direction or purposes to be served that may imply, 
Any other approach would be folly, in view of the long recorded history of the two 
companies, one dominant in the American domestie market and suffering from no 
aggressive invasion of its territory by the other, and the Canadian company domi- 
nant in the foreign market with no competition whatsoever from the American 
company. 

Inevitably, therefore, any Government policy on expansion of American facili- 
ties, purchase contracts for metal, or other arrangements required by the defense 
effort that includes Alcoa or Alean must of necessity be examined with the rela- 
tionships that have existed and still exist amongst the owners of the two companies 
inmind. We have noticed, for example, the vigorous opposition of both Reynolds 
and Kaiser to the new British Columbia proposal of Alcan on the grounds that 
this Government should not aid Alean in any way to build that giant competitive 
facility but should instead expand domestic capacity. We have not noticed any 
such vigorous opposition of Alcoa to the Canadian proposal, which could become 
a serious competitive threat to anv American productior because of the compara- 
tively low costs of producing metal. It is quite natural that this situation should 


be subject to conjecture by the members of this committee and by the American 


public. In his prepared statement before the committee, I. W. Wilson, undoubt- 
edly the leading figure in American aluminum production today, indicated his 
preference for Aleoa’s Alaska project, should large-scale expansion be needed 
rather than for Alean’s British Columbia project in these words ‘“‘The Alaskan 


; 


n United States territory, is preferable to the 


project, quite aside from being i 
British Columbia project in most respects.”” T1 as far as condemnation of 
Alean’s project went from the representative of the parent company which estab- 
lished the vounger Alcan that has now grown to such commanding stature in the 
aluminum industry 

sut Mr. Wilson’s remark poses one of the principal questions concerning the 
Alcan proposal, namely, that it is in a foreign country. No matter how much we 
take pride in the fact that it is in our friendly neighbor’s land of Canada, there still 
} 


exist national, economic, and other interests to be considered (‘anada is a raw 


materials economy in major part. She cannot absorb even a reasonable fraction 
of present-day aluminum production, and would expect to export all of the 
600,000 tons annually produced at the new plant. Her orientation is definitely 
toward world markets which have traditionally been under cartel controls. Yet 
she is a large exporter to the United States, and this new facility would be such a 
low-cost producer that she could reasonably be expected to enlarge her exports to 
this country except for a really prohibitive tariff wall, at or below the production 
price which our new higher-cost facilities would be able to get. That is, if she 
were entirely free to act in her own economic self-interest, which is what the 
decision of the Federal judge in the Alcoa case implies. In no small degree, 
therefore, the survival and growth of independent American producers of alumi- 
num metal depends upon policies which this Government will enact within the 
next month: and yuars respecting Alcan. 

It must be understood that Canada has long been attractive to American enter- 
prise and capital because of its rich raw materials of wood for wood pulp, nickel, 
and in the case of aluminum an abundance of cheap hydroelectric power poten- 
tialities. The Government of Canada has employed many devices to attract 
capital and business leadership from the United States, such as favorable tax 
write-offs. But of particular importance has been the lack of antitrust laws 
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which have been such a factor in laying down fair rules of the game in the Unit, 
States. There is no competition in aluminum production in Canada. Nor 
there any machinery of government which can break the monopoly of Alcan 
that important field. So, in competition with that giant monopoly corporatio 
our independent producers are battling an organization that does not have 
abide by the rules of free competitive business. This is not to say that Alcan ha 
done or is likelv to do things which are obviously reprehensible. But it is to sa 
that because of its unusual position in Canada under the relative freedom 
Canadian law, Alcan can operate within a cartel, if it so desires. It does not ha 
to face any competition at home, and can proceed without any regard other tha 
the dictates of its own business conscience to make whatever decisions it pleases. 

Had Alcoa not been declared a monopoly within the United States with respe: 
to aluminum metal in 1945, it is hardly likely that any new competitive producer 
would have gotten into the business in this country and taken such a large par 
of its profits away from Alcoa. 

Yet Alcan is legally pursuing a monopoly course, and it is to this kind of organ 
zation, which we do not tolerate in this country, that we are considering giving 
substantial assistance in extending its economic power. 

Anyone who has studied the subject of the concentration of economic power 
as the members of this committee have so seriously done, recognizes the very rea 
threat to free competitive business development that resides in the power of a 
giant monopoly which is answerable to no rules of the business game other tha: 
those of its own making. If Canada had a comparable set of antitrust laws and 
enforcement procedures to our own and some actuai competition the Alean Briti 
Columbia proposal with its exceptional low-cost production possibilities, woul 
look extremely attractive. Without actual competition and such laws, and i: 
the face of our own great need for aluminum available within the United States 
and subject to our own defense laws, it seems unreasonable to go forward wit! 
what in the past has proved to be a subsidizing of competition against our ow! 
metal producers. 

Yet it must be understood that there are powerful elements in the administra 
tion that quite naturally would look with favor upon the Alcan British Columbia 
proposal. And I do, too, after 1960 and when we have a world without the threat 
of war. By then our domestic needs can probably no longer be met with low-cost 
power. The testimony of Livingston Satterwaite, Deputy Director, Office of 
British Commonwealth and Northern European Affairs of our own State Depart 
ment, should be considered applicable to the post-1960 situation. In summary, 
his position, which no doubt reflects the studied views of responsible United 
States foreign policy officers, is as follows: 

‘We should utilize sites at which the maximum amount of aluminum can be 
economically produced in the minimum amount of time without diverting power 
from other essential needs. We need nor consider any factors other than the 
rapid and efficient procurement of aluminum, since the question of whether addi 
tional plant facilities are located in the United States or Canada would not affect 
our ability to get aluminum, * * * It is to our interest to have Canadia 
industrv—and aluminum is one of its important industries—strong, so that we 
can get it when we need it.’’ 

I cannot refrain from conjecturing what is likely to happen respecting this new 
Alean project in British Columbia. I hope no forces will operate in our Govern 
ment to make it necessary for us to rely on it in this emergency. Based on the 
experiences with Shipshaw in the last war emergency, it is my judgment that the 
Alcan proposal, with its highly valuable economic features, will one day be built 
It may well happen during the present defense preparedness effort, either directly, 
or indirectly with our assistance. 

It becomes doubly important, therefore, that we proceed with the utmost 
dispatch consistent with sound planning to expand the number of Americ: 
producers and size of the American aluminum-making plant, always keeping i 
mind that its survival value is vitally important. Then, if and when we find 
that circumstances and powers beyond our control determine that the Alea: 
project is to be completed, we will have a healthy large-sized competitive America 
aluminum industry capable of meeting most of our own needs and of demonstrat 
ing what a competitive economy can contribute to economic stability and growth 
We cannot afford to cut down on American expansion programs now, filling the 
gap later with Alcan expansion, and hope thereby to enhance either the survival 
powers of our own aluminum industry or to reap the benefits of real competition 
in that industry. 
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SOME PROBLEMS OF AMERICAN SMALL AND INDEPENDENT ALUMINUM BUSINESSES 
IN THE PERIOD OF DEFENSE AND AFTER 


It has been estimated that there are approximately 17,000 independent fab- 
ricators, extruders, and semifabricators of aluminum products in the United 
States. Many of them came into existence at the close of World War II. No 
areful study of this great body of small businesses has ever been made. Many 
among them learned how to handle aluminum in war work or in extension of 

perations of their home-town foundries and machine shops. 

This is local business, on the main streets and back streets of thousands of 
towns scattered over the country. Here is the seedbed of American free enterprise, 
the genus of American business growth and prosperity, the hope of our economic 
way of life. 

What happens to these independent businesses in no small measure determines 
what the fate of our economic system will be. They should be of very real concern 
to all people having anything to do with the current preparedness program, for 
they, and what they represent, are part of what we are preparing to defend. 

A good many of these aluminum businesses are in the aluminum-casting trade, 
some 3,500 of them, dependent upon the secondary smelters for three-fourths of 
the metal they use. A large number of them require both primary and secondary 
metal for working into shapes and products. All of them are dependent for their 
raw material, aluminum, on either the primary aluminum producers or the second- 
ary smelters, for none of them have been able to provide their own aluminum. 

During World War II, many small independent aluminum-fabricating plants 
were kept at work on war orders. The records of the Smaller War Plants Cor- 
poration are replete with testimony of the outstanding accomplishments of these 
independent enterprisers. They solved many a tough problem in a short space 
of time that had stumped the big integrated companies with their large laboratories 
intricate organization, and numerous delays. They had small, well-knit, and 
efficient managements and labor forces in which every economy of use of materials, 
working time of scarce and valuable emplovees, and personal oversight of pro- 
prietors seeking to get the most efficient operation possible, all contributed to the 
war effort. 

Now, as we enter what may be a gray-war preparedness period lasting a long 
time, what is the situation confronting these thousands of independent aluminum 
manufacturers? In the first phase of this defense program, one which so far as 
aluminum is concerned is being planned on a 5-year basis, aluminum is brought 
under control by the harsh but necessary means of Government controls. Com- 
pletely private business no longer exists in the aluminum industry. 

The Government has stepped in to run the aluminum business. It starts off 
by determining that civilian consumption goods are largely on the nonessential 
list, and must be cut back. The first order called for a cut-back effective Jan- 
uary 1, 1951, of 35 percent. Immediately, as expected of fast-moving independ- 
ent businessmen, these small aluminum Operators scrambled about in search of 
substitute metals, serap, odd lots, foreign meial, anything and everything to 
stay in business. An active gray market is said to flourish. Shops began over- 
hauling their product-mix, seeking to get into things which the Government was 
likely to need or which would not come under the Government ban. 

As the process of tightening up on usage of aluminum proceeds, the Govern- 
ment issues a prohibition order withdrawing some 200 aluminum items from 
manufacture altogether on April 1, 1951. This has the effect of shutting down 
completely many legitimate businesses. Unless war orders are synchronized in 
timing, it even seriously affects big aluminum Operators, but they are also the 
ingot makers. They will continue to produce metal for Government account, 
and will soon be using that metal on Government orders. 

It is the small business that cannot cushion against such events unless there 
is an apparatus set up by the Government expressly for that purpose. And 
none exisis that has sufficient power to meet his needs today. The result is 
confusion, resentment, and even loss of confidence in the Government, disor- 
ganization and demoralization of management and workers in local plants with 
no small radiating effect upon the communities in which these plants are located, 
The loss of accumulated savings often proves so great that bankruptcies follow. 

This is not idle speculation, but fact. We went through all this less than 
{0 vears ago. The hearings currently being held by the Senate Small Business 
Committee amply prove that we are performing a repeat of the same thing on a 
grander scale and with even more serious consequences today The committee's 
report, just issued, sharply raps the National Production Authority “for a lack of 
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both energy and imagination”’ in its defense mobilization dealings with small firm 
The Government does not have a working plan which is premised on the reasona! 
assumption that these many thousands of independent business organizations are a 
rich asset that must be drawn into the defense effort immediately without loss 
either to them or to the Nation. Nor has the Congress provided adequate legis- 
lation for this purpose. 

Yet, recent experience ultimately developed a workable plan of operations 
What is needed now, and immediately, is that we pick up where we left off, improve 
where possible on the machinery in operation toward the close of World War IT, and 
save this vast resource of organization, skilled manpower, able management, and 
accumulated capital that resides in these thousands of small aluminum factories 
What was that machinery? 

We finally came to a realization that no adequate planning of a supply line 
for defense purposes could be established without a controlled-materials pla: 
That plan must take into account, on a rational basis and with due regard for the 
relative importance of end products, both our essential civilian and military needs 
We are told that such a plan is in prospect but won't be established before the 
middle of the year, if by then. 

In the meantime, we are confronted with the necessity for extraordinary 
action to save these essential small aluminum factories for future use. Again, 
earlier experience offers suggestions of practical value. He will be a mighty 
popular legislator and a far-visioned statesman as well who offers emergency) 
legislation placing RFC loans of the disaster loan variety with no or low interest 
charged, to be paid back after the firm has received defense orders and is contri- 
buting to the preparedness effort. This should be regarded strictly as emergency 
legislation. 

What was proved essential to keep small business alive and its productive 
facilities at work during World War II finally evolved as the Smaller War Plants 
Corporation. It was fought by most of the Big Brass and Big Bureaucracy 
around Washington, and the law had to have pretty long sharp teeth to be ef- 
fective against such opposition, but it finally worked. It provided that this inde- 
pendent agency could demand the right of a priority on contracts and participation 
as a subcontractor for competent small business on Government work. Only by 
using a lot of ‘‘muscle’’ was it successful under the dyanmic leadership of one of 
your former members, Maury Maverick. That name leads to another essential 
of a successful effort to use these small businesses; namely, the fighting quality of 
the leadership that heads it. 

Get a “Maury” back on the job right away, backed by strong legislation and 
the continuing support of the Congress, and many practical ways will be found to 
help small business survive during the long years of the preparedness drive that 
seem to lie ahead of us. But act soon, for it is these next several months that will 
kill off a lot of fine businesses through no fault of their own. 

No one can predict the course of future events. We trust that there will be 
no third world war, and that after we have achieved the necessary level of 
military defense much of our economy can return to the pursuits of peace. Then, 
besides the usual problems confronting independent business, there is the fact 
that in the aluminum field these businesses are dependent for their domestic raw 
material on a few companies with whose end products they compete. 

This can never become a truly healthy condition. It has been helped somewhat 
by contracts now being let by the Government for expansion of new aluminum- 
making facilities. During the 5-year period of Government purchases of the 
metal produced, three-fourths of it must go into the Government stockpile, and 
some of that will undoubtedly be fed out to independent manufacturers who now 
possess Government-rated orders. Then, after the 5-year period, for as long as 
25 years a fourth of the product of new plants is required by the contracts now 
being entered into between the Government and producers to be sold directly to 
independents. The contracts do not say how this provision is to be enforced, 
nor is there as yet any enforcement agency contemplated. 

But I wish to point out that this is yet another evidence that the aluminum 
industry, probably alone among American industries, is tied closely to the Govern- 
ment even in peacetime. For some continuing oversight of this provision of the 
contract will be required. As in most cases these new Government-supported 
facilities are becoming part of the plant capacity of the Big Three who are them- 
selves the largest competitors of the users of metal, this oversight will be con- 
fronted with numerous problems to obtain equitable distribution of metal to 
independents. 
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There is no ultimate solution to this problem of the need of the independents 
for their own noncompetitive sources of aluminum other than for an adequate 
amount of metal coming from plants which are not themselves in the fabricating 
business. The Government, in completing its program of plant expansion, should 
consider this fact of prime importance. It should not offer any special induce- 
ments to any of the existing Big Three to expand basic aluminum capacity unless 
it proves impossible to induce competent nonintegrated producers on terms equally 
advantageous to the national interest to establish and operate aluminum-making 
plants under contract to sell their entire output for all time to independent users, 
if there is such a demand for the metal. 

Here is a golden opportunity for the Government to aid in the establishing of 
those conditions which will promote real competition in the aluminum indusiry. 
It is the obligation of the Government of a Republie whose economy is premised on 
the principles of free competition to make certain that its policies have the effect 
of promoting competition, reducing monopoly or oligopoly, and extending the 
opportunities and benefits of widespread independent business ownership and 
operation, In this direction lies the solution of the raw materials problems of 
independent aluminum businesses. The decisions which will set the pattern for 
some years to come are being made by the Government now. That is one reason 
why the work of this committee is so important. 


A BAUXITE- AND ALUMINUM-STOCKPILING PROGRAM 


No sound policy respecting aluminum can be developed unless it includes a 
Government stockpile, operated not only during times of defense emergencies but, 
so far as can be foreseen, carried on as a continuing enterprise. The reason for 
thisissimple. Aluminum is stored electricity. It can only be produced efficiently 
if the potlines that make it are kept at work continuously in 24-hour around-the- 
clock operations. Any interruption is costly in money terms, and wasteful of 
power that goes unused. Aluminum production will not fit the up-and-down 
swings of the business eycle or short-run changes in the market place 

Aluminum will store without deterioration in comparatively small space for an 
indefinite period, hence is ideal for stockpiling purposes. So far as can be foreseen 
the price of aluminum over the long run will not fluctuate sharply; hence there 
is little likelihood of money loss from storing it. The interest charge on a 600,000- 
ton Government stockpile would be $6.6 million. 

Once freed from the tremendous pressure demands of the current defense 
program, the Government would be well advised to hedge against any other 
possible need for aluminum by keeping a first 6 months’ defense supply always 
on hand. That way, it would not be necessary to so abruptly disrupt the entire 
aluminum business if and when any emergency need arose. It is demonstrable 
that this method would save American business and the Nation much money 
as well as prove advantageous in other ways. 

Deciding to have a stockpile and managing one intelligently are two different 
things, as Our experience has shown. We built up 375,000,000 pounds of ingot 
meial after World War If. This was primarily late deliveries of Alean metal 
coming in after the peak needs of the military had been met in 1944-45. Sut 
there was no agency charged with managing such a stockpile on a continuing 
basis, and the group which got control of it in the Government were all too easily 
persuaded by Reynolds, Kaiser, and Alcoa to sell them the metal during 1946-48 
instead of keeping it. What a good start on our needs for military purposes in 
1950, three short vears later this would have been. How nicely this could have 
cushioned the harshness of the cut-back orders affecting the small independent 
fabricators, had we not sold this metal at a low price for the individual private 
advantage of the members of the Big Three. 

As we proceed with the much-needed expansion of 1,000,000 tons’ capacity to 
meet defense requirements now, it is well to face the fact that we are doing so 
with some hazard unless we also develop a stockpile management program at the 
same time. Not only is this needed for the distribution of aluminum purchased 
for Government account now so that it is disbursed properly, but it will soon 
appear that within the next 5 years there will be peaks and valleys of Govern- 
ment demand. There will be times when the Government will not be issuing 
orders for the full amount of aluminum currently produced. Whether it should 
be fed out into the civilian economy, or how much should be and under what 
conditions, is an easy problem of stockpile management. 
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Finally, when the defense needs have been fully met, the ability of the mar! 
to absorb immediately and continuously all the aluminum produced can be qu 
tioned. Then, instead of allowing shut-downs of otherwise desirable plants ; 
occur, a Government-managed stockpile program would prove a very importa: 
feature of our aluminum program. 

Meanwhile, however, the independent small rolling mills can be kept in usefi 
operation this year with orders for needed aluminum parts. The Army, Nay 
and Air Force can order these now and use them later. 

It would be well to consider the Nation’s needs for bauxite; and, with 1 
ECA and point 4 programs under way in bauxite-producing areas, it would seen 
desirable for an exchange to be effected between governments wherebyre payme! 
of advances and payment for needed goods imported from this country could | 
paid for by bauxite, which this Government could either shop to its stockpile 
have processed into alumina form for shipment and use in the United States 






BAUXITE 





EXPERIMENTAL PLANTS AND EXPLORATION 





The Government had under way, and in various stages of completion and 
testing, programs of experimenting with native low-grade clays from which | 
produce aluminum. One plant was located at Salt Lake City, another at Larami: 
Wvyo.; a third at Harleyville, S. C., and the fourth at Salem, Oreg. The firs: 
plant did not produce alumina; the Laramie plant was never completed, and tly 
other two operated intermittently. It appeared that technically the plants could 
make alumina, but there never was sufficient time used or output obtained to test 
the processes fully. 

There has never been a completely satisfactory survey of bauxite in this 
country, partly because high-grade bauxite is readily available at relatively low 
cost in a number of nearby countries, partly because the Bureau of Mines has had 
other more pressing work to do. But that agency has never been given adequat: 
funds for a full-scale survey of bauxite reserves, 

It would seem, as has been suggested by Senator Joseph O’ Mahoney befor 
this committee, that an adequate though modest program of experimentatio: 
and exploration should be undertaken by the Government. 

The CuarrmMan. Will you just state briefly your affiliations and the 
background indicating your knowledge of this subject? 

Mr. Anprerson. In the first section of this, this statement of min 


beginning at page 4, I qualify myself as a witness today. I do so by 


saying that my name is Dewey Anderson; that I appear before thy 
subcommittee at the subcommittee’s request. I am here as an ind 
vidual who has had some years of experience with the politics, ec 
nomics, and structure of the aluminum industry, dating back fron 
the beginning days of the TNEC, of which I was executive office 
when the cochairmen were Joseph A. O’ Mahoney, who appeared betor 
you recently, and your predecessor, I think, Mr. Chairman, M: 
Hatton W. Sumner, whose picture is on the wall. 

In 1939, Mr. Reynolds came to this town, seeking aluminum, am 
some of us in the committee, and others in the town, assisted him to 
break into the aluminum monopoly. 

Since that time I have had a more or less continuing relationship 
with certain governmental and particularly congressional aspects o! 
the aluminum problem. 

I was the executive officer of the Senate Small Business Committee, 
and you heard its chairman recently opening your very fine hearings 
It was under his leadership and my direction that the Senate conducted 
its very prolonged and fruitful hearings that resulted in a disposa! 
pattern which put Reynolds and Kaiser into the picture and mad: 
what is now known as the Big Three. 
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I do not come before you as an expert any more than that kind 
of an association over 10 years or so would give me knowledge of the 
industry. 

I have, in this 50-page report, raised what I think are many of the 
important matters that should be discussed by the subcommittee in its 
own deliberations and upon which some findings should to be brought 
in. 
Just by way of indicating what my testimony there covers—in 
talks of the nature of the industry, and that is essential to any under- 
standing of the problems, the capacity problem which | want to 
develop briefly, the story of competition in the industry—and there 
[ indicate the types of competition that the industry now has and the 
types it should have to be truly competitive—and this crucial matter of 
low-cost power which is the nubbin of the problem so far as new 
expansion is concerned and its survival in the industry. 

Then, | move on to a brief treatment of United States interest in 
the world aluminum situation, and I think I have brought together 
for the committee’s review material that is not easily available on the 
cartel situation, prior to this present condition, and the prospective 
situation in the cartel field as some kind of international arrangements 
are reestablished. 

Then, I treat under that topic, too, certain implications and mean- 
ings of the Alcan proposal. 

Then, | stress, and stress it as strongly as I can, your interest in a 
competing and expanding aluminum industry, particularly now in 
view of what it is doing to smal! and independent business over the 
country, and I give a brief statement on bauxite aluminum stock- 
piling for two reasons: (1) That ECA will soon come before you with 
large appropriation requests and I think it is extremely important to 
see just what the item for bauxite stockpiling might be in that big 
request; and (2) just who will benefit from the ECA program abroad. 

Finally, | have a brief comment on the experimental plant. 

Then, in addition to all that, gentlemen, I have had a chance to 
read most of the record, and I think there are spots in the record that 
need clearing up. I have not had the opportunity, just from lack of 
physical time, to complete the comments that I would like to send to 
the subcommittee that would amplify the record. I do have one or 
two that I can turn in at this time. One, particuarly, in answer to 
Mr. |. W. Wilson’s comment on Senator Murray’s statement of how 
the plants got located where they are, and there are topics of that 
kind with which I would like to treat. 

The CHarrMan. You have that permission. 

Mr. Anprerson. Very well. 

The CHArRMAN. What is your present occupation, Mr. Anderson? 

Mr. Anperson. Mr. Chairman, I am director of an institution 
known as The Public Affairs Institute, which is a nonprofit research 
organization in Washington, popularly called by the press ‘““The Poor 
Man’s Brookings.” 

Mr. Hituines. Excuse me. What is the difference between The 
Public Affairs Institute and The Bureau of National Affairs? 

Mr. Anperson. There is no relationship whatsoever. 
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Mr. Hiturneas. Is there any truth to the story that I have heard 
that The Public Affairs Institute is actually an organization which was 
primarily fathered by the Bureau of Reclamation? 

Mr. Anperson. No; the record is before this particular body, 
because I had the opportunity to present a very detailed analysis of 
The Public Affairs Institute, its background, origin, and present 
activities before Frank Buchanan’s committee, and his reports on it 
are available to you with all the documentation we submitted at that 
time. 

No mention in that entire record would indicate that there is any 
relationship between the Bureau of Reclamation and The Public 
Affairs Institute, either officially or unofficially. 

Mr. Hituines. Didn't you serve in some governmental capacity 
in the State of California, Mr. Anderson? 

Mr. Anperson. Yes, | was a member of the Legislature of Cali- 
fornia, and I was State relief administrator in California, and for a 
time I was the budget director of California. 

Mr. Hiuurnes. What were the dates of your period of service? 

Mr. Anperson. That was under the Olson administration. I was 
in the legislature in 1935, and I went to the Olson administration in 
1938 and 1939 and resigned, as you may recall, in a marked difference 
between the Governor then and myself over the handling of relief 
matters. | resigned in 1939. 

Mr. Hiviines. Haven't you also been a professor of economics? 

Mr. Anperson. I was in Stanford University, where I was a student 
and a teacher. 

Mr. Wiison. Is there any connection between your organization 
and any of the large labor unions? 

Mr. ANperson. Yes. The connection is this, 13 labor unions make 
grants in aid to our organization. The A. F. of L., the CLO and inde- 
pendent unions, 

Mr. Witson. Was it organized by them, at their request, or how? 

Mr. ANDERSON. No, it was organized by a group which in the orig- 
inal sponsors consisted of men like Morris Ernst, whom you may know 
of, Morris L. Cooke, who has just been recently and until now chair- 
man of the President’s Commission on Water Resources —the roster of 


names of the people who are its sponsors I have, and if it is of interest 

to you I would be glad to submit it to the committee. There are 

fiftv-odd sponsors, and they come from leaders of labor, professional, 
. t . 


and business men. 

Mr. Wirtson. I think we should have it in the record. 

Mr. AnprErson. I am not speaking as a representative of my in- 
stitute. That is just background for you to know my affiliations, but 
I am speaking today as one who was asked to come before the sub- 
committee. 

Mr. Witson. We understand that. 

Mr. Anperson. And who has had this somewhat unique experience 
with respect to the problem that confronts you. 

The CuairmMan. We will be glad to receive the roster of the names of 
the sponsors of your organization. 

(The document referred to, being a letterhead of the Public Affairs 
Institute, is as follows:) 








STUDY OF MONOPOLY POWER 


Tue Pusiic Arrarrs INSTITUTE 
312 PENNSYLVANIA AVENUE SE., WASHINGTON 3, D. C. 
Dewey Anderson, Executive Director 
SPONSORS 


A. F. Whitney, Ohio William T. Evjue, Wisconsin 

Morris L. Cooke, Pennsylvania John Anson Ford, Califernia 

Morris L. Ernest, New York Morris E. Garnsey, Colorado 

John M. Carmody, Washington, D. C. Harry Girvetz, California 

Theodore J. Kreps, California Shirley E. Greene, Indiana 

James G. Patton, Colorado Alvin H. Hansen, Massachusetts 
Abe Fortas, Washington, D. C. Charles M. Hardin, Illinois 

Alvin Johnson, New York Leon Henderson, Washington, D. C. 
John Franklin Carter, Washington, William 8. Hopkins, Washington 

mm CC, Thomas B. Keehn, Washington, D. C. 
Fowler Harper, Connecticut Elizabeth T. Kent, California 
Morris 8. Rosenthal, New York Kreda Kirchway, New York 
Hubert Humphrey, Minnesota Harold D. Laswell, Connecticut 
Thurman Arnold, Wyoming William M. Leiserson, Marvland 
Chester Bowles, Connecticut Walter C. Lowdermilk, California 
J. Frank Burke, California Myres 8. MeDougal, Connecticut 
Hugh B. Mitchell, Washington Maury Maverick, Texas 
Bryn J. Hovde, New York tobert R. Nathan, Washington, D. C. 
Charles A. Murray, Montana John R. Nichols, New Mexico 
Harry W. Schacter, Kentucky Culbert Olson, California 
Paul 8S. Tavlor, California George Outland, California 
Cass Canfield, New York Mrs. Gifford Pinchot, Pennsylvania 
Jerome I. Udell, New York Langdon W. Post, California 
Wendell Berge, Washington, D. C. James Roosevelt, California 
Joseph Borkin, Washington, D. C. Mrs. J. D. Ross, Washington 
Robert A. Brady, California Eugene V. Rostow, Connecticut 
Edmund G. Brown, California Arthur Schlesinger, Jr., Massachusetts 
Stuart Chase, Connecticut Harry Slattery, South Carolina 
Clifford E. Clinton, California George Soule, New York 
John M. Coffee, Washington Jerry Voorhis, Llinois 
Mabel C. Costigan, Colorado Aubrey Williams, Alabama 
Paul A. Dodd, California W. Willard Wirtz, Illinois 
Clifford J. Durr, Virginia W. 38. Woytinsky, Washington, D. C. 
Thomas I. Emerson, Connecticut 

Mr. Witson. Let me ask a further question: Who now contributes 
the money to support your organization? 

Mr. Anprerson. There must be about 80 contributors now, the 13 
unions that I mentioned are contributors, and all the contributions 
are made as grants, without specific relationship to work and product 
reported. We do not accept fees for work. 

Then there are among some 80 who are now contributors a number 
of private individuals, many of whom are in this list here, such as Abe 
Fortas, Chester Bowles, Theodore Kreps, John Carter, and \forris 
Rosenthal, one of the outstanding businessmen of this country; J. 
Frank Burke, Harry Schacter, of Kentucky, the leader of the move- 
ment in the South for the improvement of conditions in the South; 
Jerome Udell, one of New York’s leading clothing manufacturers, and 
so on down the list. 

Mr. Witson. Well, I am certainly not trying to ascribe any ulterior 
motives to you or your committee. I think it is well, however, to 
know who the backers are. 

Mr. Anprrson. That is right. 

Mr. Hiuurnes. I, too, have no wish to ascribe any ulterior motive 
to your being here, or to any organization you represent, but I do 
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think it is of interest to us to determine your background and you: 
ability to discuss with authority some of these particular problems. 

Is there any possibility that organized labor actually directs th: 
operation of the Publie Affairs Institute? 

Mr. ANperson. No. The operation of the Public Affairs Institut: 
is directed by general agreements in the field of work on the part of 
the sixty-odd sponsors, or 62 sponsors. 

Mr. Hiiuinas. No policy is set by labor union leaders? 

Mr. Anprerson. No policy is set by any particular group. 

Mr. Hitiines. Haven’t you also been one of the leaders in the 
point 4, or in supporting the point 4 program in this country? 

Mr. ANpeRsoN. Yes, both in my capacity in the institute, and also 
as a private citizen, I have looked upon point 4 as the strongest single 
propulsive force for peace in our whole foreign policy, and we devoted 
a great deal of time to the study of point 4, and are still doing so. 

We published eight studies or pamphlets, six hundred-odd pages o! 
literature, that most folks in the field have described as the definitiv: 
work in that particular area. 

May I proceed? 

The CHarrRMANn. Yes. 

Mr. Bryson. That looks like an interesting chart he has there. 

Mr. Anperson. I[ do want to go into that in just about two moves 
if 1 may, Mr. Chairman. 

You will notice in the summary of the eight points that I would 
like to make before the subcommittee, beginning on page 1, right 
after the title page—I would like to organize my notes and direct 
my attention to these eight points—drawing upon the body of th 
statement only where absolutely necessary. 

I have the feeling, and I do not do this by way of praise of a com 
mittee at the beginning, but I was overjoved when I learned that this 
committee was going to conduct this investigation at this time. Be 
cause it is coming at a time where the decisions made by the sub 
committee, the body of the record which the subcommittee is produc 
ing will greatly influence national policies. Having been in this busi 
ness I know whereof I speak. This is the best body of testimony on 
the subject of aluminum and aluminum policy and the needs of this 
country that has ever been assembled, and from that standpoint alon 
the time is well spent. 

The CHarrMan. It is very refreshing to hear that. Sometimes w 
get the opposite opinion, so it is good to have this in the record. 

Mr. Anperson. Both the witnesses, and the thoroughness of th 
questioning, and the body of data assembled are just beyond com 
parison with anything that has been produced, and we in the Smal! 
Business Committee produced almost a shelf full. 

The CHarrMan. Do you mean to say that we are doing better tha: 
the other bodies? 

Mr. Anperson. And I worked mostly with the other body (th: 
Senate). The reason I stress this point is that I want to mak: 
another commentary 

The Cuatrman. When I said the other body, that probably migh 
include the TNEC, too. 

Mr. Anperson. After all, the TNEC is in a class by itself. 

Incidentally, both the work that this committee is going, and thy 
TNEC, and they stem right onto each other, you having brought up 
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to date any number of things we left wide open, but together they 
form almost the new literature in this field of study of economic con- 
centration. 

It is a very basic body of information. But the importance that I 
put upon the work of the subcommittee at this time is, and this is the 
point I want to make: I hope no one in the subcommittee will feel that 
your work is done when you complete and file your report. 

This aluminum picture in the next 2 years will change almost daily. 

I have seen curves ‘‘pitched,”’ to use the vernacular, in the field of 
aluminum and aluminum policy, that were mighty wide curves over 
the vears. 

The subcommittee can make a finding and get that finding accepted 
in the appropriate places downtown, and something intervenes, and 
that happened all the time during World War II. All too often 
people were not able to impress upon the right people the right 
decisions at the right time. 

This subcommittee would be well-advised, and I urge it upon them 
as a first point, to set up some apparatus for a continuing oversight, 
from the standpoint of the interest of the subcommittee and the 
Congress and the country whom you represent—a « charg aba 
of the aluminum policy program as it develops in the next 2 years. 

If this is just taken as a piece of your efforts, and then you go on to 
something else, without somebody working on it all the time, you will 
find a great deal of things you recommend will never come to pass. 

The CuHatrmMan. Do you mean that peridically we should address 
ourselves to this problem of aluminum? 

Mr. Anprerson. Yes, and have a review of what has been accom- 
plished as a full committee, and I would urge some sort of subcom- 
mittee relationship—lI don’t know whether you are given to that sort 
of procedure, but I do know that that expedites matters—and | 
would have a staff man assigned as part of his duty following the 
changes in the town with respet to aluminum. 

The salutary effect of that will be noticeable all the way along 
through the months ahead. 

The CuarrMan. Off the record. 

(There was discussion off the record.) 

The CHarrMan. On the record. 

Mr. Anprerson. My next point is that this industry has had a long 
history of concentrated control. The testimony of the independents 
before you has amply shown that. Despite the fact that some of us 
who planned—and the Big Three was planned, it did not just hap- 
pen—a disposal pattern which brought three big integrated companies 
into the aluminum field—despite that procedure. I think it is amply 
shown that we do not have either a true competitive situation within 
the aluminum field, or a source of raw material supply to some ten to 
fifteen or more thousands of independent users of the metal. So long 
as that condition prevails, the problem confronts this country of 
trying to find out how we can establish a different kind of program 
and policy. 

This will not occur without Government help, and major Govern- 
ment help, beeause this is the kind of an industry that cannot be 
capitalized privately alone. It cannot get its source of raw materials, 
or the basic thing that it needs, low-cost power, independent of 
Government action. It is such a peculiar industry, so closely related 
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to the Government’s needs in defense periods—and we have had two 
now in a space of 6 years—that it inevitably gets involved in Govern- 
ment policy right along. Increasingly the people who make and use 
the metal will have to turn to Government to help them to find a way 
out. 

It is not strictly private enterprise business. The other two who 
are in the business today would not be there if it were. 

The monopoly that prevailed from 1888 on until World War I] 
was a natural situation. Given the elements that are in this industry, 
the elements I have just recounted, no one could break in. 

The picture only altered when the Government stepped in in World 
War II. The picture will only alter for the better now if the Govern- 
ment makes the right decisions in the present expansion program. 

Now I want to move on to this problem of capacity, which is so 
basic. Partly as a result of this situation I have just discussed, and 
partly because of new uses and large investment costs, we are short 
of aluminum capacity today. 

Decisions we made with respect to the planning of the World War 
II] program are largely responsible for today’s shortage of aluminum. 
The location of plants that were not economic, that had to be retired, 
was a primary factor. Those decisions resulted in the loss of such 
capacity after World War II that we have the critical problem of 
capacity today. 

You have had capacity figures presented to vou by Mr. Marlett, 
which I think were very fine, very solid capacity <igures. His did not 
take into account M-day, and no one can tell what an M-day figure 
would look like, but beginning at page 14 in this document | have 
described this chart. 

The chart is technical, and I do not want to take your time with it, 
except to say that the statistical procedures are known; they are 
correlation procedures that are acceptable to the statisticians. What 
we tried to do in this chart was to plot the aluminum needs related 
to or correlated with industrial production. We took the Federal 
Reserve Board indexes of industrial production, and if you will read 
on page 14, we describe this lower vellow line. The lower left-hand 
chart shows how closely the aluminum use followed the industrial 
index. 

The CuarrmMan. Will you bring the chart up a little closer, please? 

Mr. ANpErson. This will be in the record, and I will have to get 
it in reduced form. 

| think it important for the record. We left a page for it. Can 
you see it here? 

Mr. Hituines. Yes, but it is a little difficult to read. I will move 
over closer. 

Mr. Anperson. This is aluminum use in thousands of tons, and 
here are the Federal indexes of industrial production of the Federal 
Reserve Board here in various dots, and | will explain why thev are 
that way. 

This axis is aluminum use in thousands of tons, and the yellow line 
does this: It shows the correlation trend between the index of indus- 
trial production for the years 1919 to 1940, and the amount of alu- 
minum produced. 

Now, this is all aluminum—secondary, scrap, and primary. This 
is the total supply available to the American market. You will notice 
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that for these years supply of metal fell right along the line of the 
Federal Reserve Board index of industrial production. There was 
then a close relationship between the amount of aluminum used and 
the general industrial picture of this country. 

They were correlated, and highly correlated, and they bunch around 
there. That is our assumption as a base. 

We move from that, then, to the green line. We examine the pos- 
sibility of a postwar trend that would exclude the defense effort of 
1950, based on the index of industrial production. 

The line for 1946-49 shows a very steep line, so steep that what it 
represents in our judgment is the great unfilled needs or pent-up 
demands and shortages of the war period. There is no question but 
that they represented shortages, and some new uses, too, such for 
example as in the construction field. 

The CuairMan. That is without the military? 

Mr. Anprerson. That is without the military. 

Now, I want to move into the blue line. Examination developed 
the fact that in the year 1949 there was apparently no shortage of 
metal in relation to the demand then. As a matter of fact, in 1949 
even the Big Three were willing to market out some metal, if they 
could. 

Mr. Wixson. There was little excess? 

Mr. Anprerson. There was little excess. Something had happened 
by 1949. 

This has been borne out by the testimony before the subcommittee. 
That was the vear the Big Three were willing to sell metal. Demand 
and supply seemed reasonably in balance for the nondefense period. 
The industrial production index was at the tow of 176. There was a 
cut-back in total industrial production along about that time—1949. 

The year 1948 boomed; then there was a slump, as vou recall. At 
that time the use of metal, total use of metal, was 893,009 tons. Then 
we projected the relationship for the expected levels of industrial pro- 
duction 1951, 1952, and 1953, and that is what we have got here 
lindicating]. 

That represents the nondefense production. Then, we added in 
the war period. We used approximately 500,000 tons annually of 
metal for the defense work of World War Il. We have added 56,000 
tons more, which anybody who knows anything about the pattern of 
defense use now would say was minimum—so minimum that you could 
easily put on another hundred. 

The CuarrMan. It is very low. 

Mr. Anperson. But | want to be completely conservative in this 
analysis of capacity, and so I have taken a figure of 50. You can add 
another hundred, and you will probably be right; and if there is an 
M-day in prospect, all of this is out.of the window. But this is an 
understatement of capacity needs based upon, in my judgment, the 
best indication we have of past performance namely, its relationship 
to total industrial use. 

The CuarrMan. I do not understand the difference between the 
blue line and the green line. 

Mr. Anperson. Well, the green line really ends here [indicating]. 
Then, we made a projection. If these trends had held, filling the 
gap, Mr. Chairman, it would have shot up like that. We decided 
that was not the way to start a pattern, so we went back to 1949 
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again, and then took the Federal Reserve Board indexes and we 
patterned our blue line on that, so that again is conservative. 

Then, we added the factor of 550 for defense, and by 1953 the 
columns shows you what we get. In 1951 primary capacity in this 
country is 770,000 tons. Then, we have now added a new capacity 
program that will be in by 1953 of 525,000 tons. 

The CuarrMaNn. Does that mean the allocations? 

Mr. Anperson. Those are the allocations. 

The CHarrMAN. Presently made? 

Mr. Anperson. Presently being made. 

The CHairMan. But it does not follow that they will be produced? 

Mr. ANperson. It does not follow at all. This is a projection. 

The CHarrmMan. Those allocations are made to the Big Three plus 
two additional independents? 

Mr. ANprersoNn. Who are quite infirm at the moment. 

The CHarrMan. They may not even produce. 

Mr. Anperson. And the Big Three are going to have their difficul- 
ties for reasons | want to point out later. 

Mr. Bryson. That has been referred to as the first slug. 

Mr. McCutztocnu. Does that include any imports from Canada? 

Mr. Anprrson. This does not. 

Mr. Suears. We were told by Mr. Sawyer that 110,000 tons was al! 
the Canadians were going to give us. 

Mr. AnpERsON. Now, let us look at this 525,000 tons of new capacity 
for 1953. It is made up of the new commitments that you spoke of 
several of which are infirm, plus 79,000 tons of high-cost reactivated 
stuff that is going to cost the Government a premium of many millions 
of dollars if it is carried through. 

Mr. Winuts. That is Massena and Baden? 

Mr. Anperson. That is Massena and Baden—high cost of produc 
tion. Then, the expectation is that in 1953 secondary would run 
around 350,009 tons. 

The CuarrmMan. That is for scrap 

Mr. Anprerson. That is right, especially if there is no great impor- 
tation of scrap and especially if we have not got a situation wher 
we have discarded a lot of 

Mr. MeCutrocnu. Does this reflect the exportation of scrap that 
has been going on in this country even to and including January o! 
1951? 

Mr. Anprerson. That is right. Again, I am quite conservative 
I left out that we are not going to count on any importation or expo! 
tation of scrap. If vou do that, vou further increase the need for new 
capacity and new metal. 

Mr. MeCuu.tocnu. How did you reflect in your graphs the amount 
of secondary metal that has been exported since the outbreak of the 
Korean War and up to and including January of 1951? 

Mr. Anperson. What we did, Mr. Congressman, we took the 
Bureau of Mines figures. We did not do any figuring ourselves, anc 
we have in here the source tables. We have three tables in here, an: 
the one on page 18 is aluminum production on through 1950. Then 
we took as a measure of secondary some approximation of that. As 
a matter of fact we are much lower. 

You see 1950 secondary is listed as 5,242,000 pounds. It is in 
thousands of pounds, 524.2. This figure of 300 is a fair figure, based 
upon the last 5 years’ experience. 
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Then, we come to what is the final thing to be considered as of 
moment in terms of this sort of reasoning based on industrial produc- 
tion. That even with every measure of capacity you could get on 
the high side, we have a shortage in 1953 of 225,000 tons. Now, if 
any M-day comes along——- 

Mr. Bryson. It is all off. 

Mr. Anperson. This shows, gentlemen, what we are planning now. 
This increase on this basis with a reasonable amount of secondary in 
existence. This shows that we are undershooting the mark in terms 
of 

The CuHairMan. In other words, without the military needs, with- 
out any M-day, on the basis of your calculations in 1953 you would 
be shy 

Mr. Anperson. Without M-day needs, and 

The CuairmMan. What is the figure you show? 

Mr. ANperRSON. 225,000 tons. 

The CHarrRMAN. Short? 

Mr. ANperRsON. Short, by the most conservative estimate that 
anybody could agree on. I have not had a chance to shop this chart 
around because we have been working on it the last couple of days, 
and I got it last night pretty late. But when it is shopped around 
among the experts, | venture the criticism will be leveled at us that 
“You are way off; vou are shy; you have not brought in any new 
uses; you have not considered what is in prospect over and beyond 
the 550 that will be military use,’’ and I couple this with the points 
made in my written statement where we quote the Senate Small 
Business Committee investigation. The war was over then. We 
could not get these figures during the war, so we set ourselves the task 
of sitting down with the top officials in the military and ascertaining: 
“As a backward glance, what would you have done if you had all the 
aluminum metal you could have used reasonably in World War II? 
“It would have shortened the war; it would have done many other 
things,”’ and they gave us a truly colossal figure that is in my prepared 
testimony of how much metal they could have used reasonably to 
shorten the war, to save lives, to save cosis, if they had had the 
metal. 

This does not take into account—— 

The CuarrMan. Were those responsible military men? 

Where does that appear in your statement? 

Mr. ANDERSON. It appears on page 9. I quote the pertinent part 
of the brief report of this inquiry, as it is given in our study, Future 
of Light Metals and Government Plant Disposals, Senate Committee 
Print No. 14, December 31, 1946—do you want me to read that qoute? 

The CHAIRMAN. Yes, read it. 

Mr. ANDERSON. You understand the setting. These were men from 
the Army and Navy Chiefs of Staff detailed to the Senate Small Busi- 
ness Committee, upon the request of its chairman, to take a backward 
look to see what sort of capacity we should have had, and this is their 
kind of thinking on the matter, not ours: 

The annual peak requirements of the War and Navy Departments for aluminum 
during the war would have been 3,754,000,000 pounds of fabricated products, and 
for magnesium 235,000,000 pounds of various products. These peaks represent 
the totals of requirements for the different branches of the services as reported to 
this committee by the War and Navy Departments. The peaks for the various 
branches occurred at different times during the war because of differences in pro- 





840 STUDY OF MONOPOLY POWER 


duction schedules and changes in requirements for various products corresponding 
to changes in the theaters and tactics of the war. Thus, the aircraft peak for th« 
Army Air Forces occurred in the 12 months October 1943 to September 1944 and 
for the Engineer Corps from July 1944 to June 1945. 

The annual peak requirements used here are merely a guide to a theoretical 
figure assuming that full-scale warfare by all branches of the armed services were 
to have been concentrated in one 12-month period. Against these peaks were 
the corresponding amounts supplied, 2,565,000,000 pounds of aluminum products 
and 217,000,000 pounds of magnesium products. The estimated magnesium 
deficiency was negligible; the estimated aluminum deficiency was considerable, 
nearly 1,200,000,000 pounds. Because the armed services could not be allocated 
all of the aluminum they wanted, they shifted uses and redesigned products. 
The greatest impact fell upon naval vessels which were forced to absorb much 
less aluminum than was desired. Naval ordnance als6 was affected, and both 
Army and Navy aircraft. 

The foregoing figures are submitted only as a general guide to measurement 
of the problem. The figure would have to be converted into the peak require- 
ments for production of primary aluminum. This would involve eliminating the 
alloy content from the weight of the fabricated products to arrive at the pure 
aluminum content, and then increasing the estimated quantity of aluminum by 
allowances for losses of metal from ingot to final form, including the amount that 
becomes scrap. 

Then, I want to add my own paragraph from my prepared testimony: 

I call your attention to two important points made in the report, 
namely (1) the fact that the underecapacity of the aluminum industry 
to produce all the aluminum needed for peak usage required sub- 
stitutions of metal of inferior effectiveness in our defense effort, and 
(2) that there are peaks of need in the various branches of the defense 
establishment which do not necessarily coincide, but which may 
overlap in such a way as to require an over-all capacity considerably 
in excess of any one peak. 

This is one of the arguments that I advance for not taking for this 
kind of purpose the reasoning of a businessman's conservative ap- 
proach to things as if we had a peacetime condition where the forces 
of the market place ruled. Which is not what we have here. With a 
great deal of monopoly influence at work in aluminum as you well 
know—it is not wise taking this kind of business reasoning as a basis 
of setting your capacity needs in the present expansion period. 

In my judgment the 525,000 tons will be found, even when the 225,- 
000 tons might be added, far short not only of an M-day requirement 
but of anything like the reasonable uses that aluminum could be put 
to by the defense forces, and at the same time keeping alive those 
indispensable elements of the civilian economy that aluminum 
must feed. 

Mr. Witson. What is the date of that quote? 

Mr. ANpreRSON. That was 1946, as | recall. 

Mr. Witson. After that time—1949 I believe vou said—that we 
had sufficient and maybe some excess. 

Mr. ANperson. For the private domestic market. That is pre- 
defense 1949. 

Mr. Witson. I understand, but pictures change. Our Munitions 
Board through these years must take some of the responsibility for 
the failure. 

Mr. Anprrson. Mr. Congressman, our Munitions Board must 
take a great deal of responsibility and the failure of the Munitions 
Board to take its responsibility up until the time of Jack Small’s 
chairmanship of recent days is one of the crimes that has been com- 
mitted upon the American people. 
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The CuHarrMan. Why is there a delay now in inaugurating the 
program for, say, the second allotment of 500,000 tons? What is 
your explanation? 

Mr. Anperson. I have got a section in my prepared testimony on 
why I think that is happening. There are several reasons. | started 
out by saying this is a peculiar industry. It is an industry that is 
dependent in the first instance on power. The crux of entrance and 
survival is low cost power on a continuing basis. 

Now, I was very much pleased to see the venturesomeness of 
Alcoa in going on down to Freeport, Tex., and tapping some of 
that escaping gas and using it to generate elec ‘tricity for aluminum 
making. That is decidedly a venture and a new departure in alum- 
inum making. 

The reason why aluminum making is located where it is around 
the world—and one of the strategic locations of aluminum making 
is up on the Yalu River; one of the rivers in the struggle for aluminum 
is the Yalu River. The reason why aluminum making is located 
where it is is because it has to be located on low-cost power. It 
cannot survive in a peaceful period of competition unless it has rela- 
tively and comparatively low-cost power. 

Going down to Texas or going into the coal fields for expansion 
can only be justified in terms of the desperate need we have for 
aluminum for defense purposes. Unless the technology changes very 
markedly, that is not the way to secure a program of aluminum expan- 
sion that is competitive and ean survive. 

Mr. Hituincs. Do the Communists have aluminum-producing 
plants in North Korea? 

Mr. Anprerson. I do not know where they are located. 

The Communists are now showing a. sizable increase in aluminum, 
although negligible in total by comparison with us. 

Mr. Hituineés. Do you think some of that increase is coming from 
that area that you mentioned? 

Mr. Anperson. I do not see how the Chinese are equipped to 
fabricate aluminum into airplanes, but I do know from the record 
that the Russians can. I would presume that the Russians are canny 
enough to be getting the output of those Yalu Plants. 

Mr. Hiturnes. And you would say from a military standpoint it 
would be extremely advantageous for the Russians and their satellites, 
the Chinese Communists, the North Korean Communists, to hold 
the territory bordering the Yalu which would give them an oppor- 
tunity to produce large supplies of aluminum? 

Mr. ANprerson. Personally, | would be very shocked to see the 
situation result in Korea that gave the industrial potential of the 
Yalu River with that great water fall, to an enemy country. 

Mr. Bryson. Is there any bauxite of any consequence in that 
area? 

Mr. Anperson. There have been rumors of Chinese bauxite. The 
world bauxite picture is not too well known. Where the Russians 
are getting their bauxite, 1 do not know. Do you know, Mr. Shears? 

Mr. SHears. No. 

Mr. Anperson. But they are getting it in their own orbit. 

Mr. Bryson. We do know we do not have enough of it within 
the United States. 
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Mr. AnpEerson. Not of a commercial grade. It is an international 
industry, whether you like it or not. 

So, I put my finger on the crux of this whole problem so far as expan- 
sion and survival possibilities are concerned—low-cost power. 

The CHarrMan. You were going to give us your reasons why they 
have been hesitant in making this, for example, second allocation? 

Mr. Anperson. Yes. I have a feeling 

The CHarrMan. I mean why the Government, those responsible for 
the allocation, has been hesitant in going forward to make this allo- 
cation in the light of what you said? 

Mr. Anprerson. Mr. Chairman, the statement that has been made 
is that there are no firm figures yet from the military, and that is a 
good enough statement to stand on for anyone unwilling to move 
forward rapidly enough, but you have had a succession of Government 
witnesses—and some of them happen to be friends of mine, and | 
have talked with them. They are not at all hesitant in saying that 
we should move forward immediately with the second half of the 
million tons expansion; and if you had had Chairman Symington 
before you I am sure he would urge it. He is a forthright honest man, 
and he went through this whole thing in the days of the Surplus 
Property Administration. He set up the pattern of disposal. Then 
he went over to the war job as Under Secretary for Air and should 
have seen it again. 

The CuHarrmMan. We have had statements to the effect that Mr. 
Symington has indicated that there was a need for a million tons. 

Mr. Anperson. That is right, and no one has gainsaid that need 
for a million tons. Not a single person officially on the record today 
would say we do not need that million tons. 

Mr. Bryson. The Secretary of Commerce told us just a day or two 
ago that we needed aluminum badly and we ought to get it if, as and 
when 

Mr. Anperson. Incidentally, that is why I personally go along 
with high-cast power as an emergency matter, particularly for the 
integrated companies. Alcoa is a Mellon interest; Gulf Oil is a Mellon 
interest. Alcoa has a very favorable relationship with respect to gas 
down in that field, and Alcoa will continue to use gas to produce 
aluminum even after the emergency. Because Alcoa is in a position 
where with seven-eighths of her production at low cost she can melt 
high cost with low cost. As she fabricates the metal herself, as 
Mr. Singer told you, the price or the cost of the metal to Alcoa is not 
of such major importance. It is the cost of the semifabricated or 
finished products that counts there. 

Reynolds and Kaiser probably can melt low and high cost in some 
such fashion too and gain, because they are integrated producers and 
they can get the final product price which will cover any additional 
amount that they have to pay for the raw metal in high-cost plants. 
But when a Mr. Singer comes along, he has to do what he suggested 
in the letter that the chairman read this morning. 

He has no integrated facility. He enters the field of primary produc- 
tion for the first time, and he goes in on high-cost power. He is not 
competitive and cannot survive unless he integrates and takes on the 
same pattern of conduct that the other Big Three have. Then, in 
addition to that, Mr. Chairman and members of the committee, there 
overhangs this whole picture like a great dark cloud: The lowest cost 
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production in the world is in the Canadian Aluminum Corp. With 
this new British Columbian facility in prospect producing power at a 
mill, or less, they say—a phenominal situation—they will be in a 
position to dominate aluminum policy around the world. Only a 
tariff barrier of a very real size would keep that kind of low-cost 
production out of this market for very long, if the condition is 
competitive. 

Mr. Hiuurnes. If the fabricating facilities which the Big Three aiso 
possess in addition to their aluminum production facilities were inte- 
grated, and if the aluminum producers were not also in the fabricating 
business, I take it you feel that that would do much toward aiding the 
17,000 or so independent fabricators and do much to eliminate the 
opportunities for monopoly in this field? 

Mr. Anperson. Mr. Congressman, you give me an opportunity to 
say something I have said in this pre pared statement that | want to 
say to the subcommittee, because it is so pertinent. 

When we planned the design—when I say “‘we’’ it was a group that 
planned the design that resulted in the integrated Big Three—we 
thought that might solve the problem. 

There would be competition between them and they would feed 
metal out to the independents. But it is so much more profitable and 
a very easy process to roll aluminum ingots into sheets and sell them 
in that form than to feed it out as ingots for the use of independents 
that to take this next step was a natural businessman’s decision. 

The integrated Big Three approach has not succeeded. The other 
approach that you suggest, in my judgment is the only antimonopoly 
approach that will free this country from a continued restriction of 
aluminum uses. We have done it repeatedly. We have got a 
pattern of antitrust action of doing just exactly that. 

Mr. Hitiines. Did we not do that in the case of the motion picture 
producers? They separated the distribution facilities of motion pic- 
tures from the production of motion pictures. 

Mr. ANpeRsoN. A very recent action and earlier action is in the 
Tobacco Trust case, a historic case, and other action when we said we 
were not going to allow railroads to own steamboat lines. That is the 
pattern of American competitive enterprise. 

The CuarrMan. But under the present conditions of our statutes, 
we are confronted as far as aluminum is concerned, with the decision of 
Judge Knox who refrained from that truncation of one portion of 
Alcoa from other portions 

Mr. Anperson. I| do not think it would be fair to do it to Aleoa and 
not do it to any other major integrated organization, and I think it 
would require new legislation, quite likely. 

Mr. Hiuuines. Is it not true though, that a higher percentage of 
their aluminum output is used in the fabric ating side of their organiza- 
tions by Reynolds and Kaiser than is used for fabrication purposes by 
Alcoa? 

Mr. Anperson. Right, and I hope the subcommittee gets a good 
breakdown—and this is one of the gaps in the subcommittee’s record— 
by vears, of the use of aluminum by the integrated three, the aluminum 
they produce. How much did they fabricate and sell by vears? 

The CHarrMan. That is in the record, Mr. Anderson. 

Mr. Anperson. I have not been able to find it for Alcoa. 

Mr. Wixson. I think it was testified to by Mr. Wilson. 
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The CuarrmMan. We also put in a portion of an exhibit from the case 
before Judge Knox which contained those figures by percentages. 

Mr. Anperson. Mr. Chairman, it might not have been in the 
transcript. 

Mr. SHears. It was in the original but not in the copy that you saw. 

Mr. Anperson. I did not see it. That is very important and it led 
me to my comment on your question in my statement here, that 
Alcoa has had a much better performance record in this field than the 
other two. 

The Crairman. Is that not because she has imported more from 
Canada from her subsidiaries? 

Mr. Anprerson. That is one of the reasons, and another reason is 
that all through these years 

The CuHarrMan. As I said to Mr. Wilson when he testified, and he 
proclaimed he had done that, | said there was no skin off his back 
doing it because “ You simply got it from the company with which you 
are closely associated, Alcan.”’ 

Mr. Anperson. That is one of the very good points. The other 
one is that Alcoa all these years has been under the surveillance or in 
the action of the courts, and Alcoa was fighting every inch of the way 
and fighting brilliantly as a legal battle is fought, to prevent being 
declared a monopoly in metal, and it was to Alcoa’s advantage to be 
able to show such a public relationship as would be obtained from 
feeding out metal to independent users, and such a performance record 
as would increase her contention that she was not a monopoly. | 
think that had a great deal to do with it, 

Mr. Wiitson. The evidence is that the industry is a great deal more 
competitive now than it once was, is it not? 

Mr. ANprerson. It is a great deal more competitive in end products 
and in semifabricated products. You have two sources, for example, 
if you are a construction man. You have more than one source of 
window frames, if you can get them, so vou can shop around, and in 
that respect it did a great deal of good to establish three integrated 
organizations in preference to the one. 

Mr. McCuttocn. Mr. Anderson, how do you think that there could 
be increased competition in the primary production of aluminum in 
view of the fact that much of the facilities of the Big Three were built 
when the dollar was worth considerably more than it is now, and in 
view of the fact that new facilities will cost even more than the 
estimates that we now have? 

Mr. Anperson. That is right. You raise two very serious prob- 
lems, with a further one that the best developed low-cost power now 
available for aluminum in the country has been taken up. 

The great expansion in aluminum historically speaking, came about 
when somebody conceived the TVA. Alcoa, which was down in the 
TVA area, being a very enterprising organization, forward-looking in 
its business practices, immediately made itself a customer of the 
TVA, got advantage of that low-cost power and expanded capacity 
considerably. 

The retarding factor all through the vears had been power costs. 
Now you add that to the two points that you have mentioned and 
you have a situation that makes Mr. Singer say, ‘“‘] don’t want in,” 
and it is a very serious thing. 
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Mr. Wiison. What you are saying then in answer to his question is 
that, when it costs up to 300 percent more to build a plant now than it 
did when these folks got in business, Government subsidies have to be 
relied on. 

Mr. Anperson. If vou do break up integrated companies, the 
question that was just raised over here, which would also break up the 
added capacity that had been put in by the Big Three, and you want 
to establish true competition in this industry in the making of metal, 
“advantages’’ will have to be given to newcomers. You may call 
them subsidies, but advantages will have to be given. 

For example this matter of the guaranty that has been so much in 
this series of hearings will have to be altered so that the money that 
the independent can get is relatively less costly than he now has to 
seek. 

Mr. Wixson. It would require that the consumer pay more for the 
end product by reason of the higher cost of the production of the 
ingots from the raw material, or he would pay it as a taxpayer, one of 
the two. 

Mr. ANperson. Well, he has been paying, he paid for all this 
expansion in the past, except for some private expansion of Alcoa, 
as a taxpayer, and he sold back these plants. Alcoa bought one at 
Messina a year ago that cost $19 million on the part of the Govern- 
ment, on the part of the taxpavers. Alcoa bought it for $5 million 
with some $3 million to be added to renovate the plant. 

The Cuarrman. And the Government loaned Alcoa $6 million, 
that is, we gave them $6 million as a part payment of purchase price 
for the goods they would make, at 4 percent interest. 

Mr. ANperson. And while I have not run out the total average 
payment for the Government-built plants, the low-cost ones that 
were taken over by Reynolds and Kaiser they got at vour expense and 
mine at from a third to two-thirds of their cost. 

Mr. McCuniocu. That was the case in practically every line of 
endeavor in America, was it not, from shoes and ships and sealing wax 
to aluminum facilities? 

Mr. ANpeRSON. We wrote a report called the Future of Independent 
Business, in the Senate committee, the last job I did over there, which 
detailed that thing, and vou are pretty near right. 

Mr. MeCunzocs. I want to pursue my original question further. 
Then do I conclude properly from your statement and opinion that 
the only way that new facilities can be brought into the primary pro- 
duction of aluminum is by a subsidy either directly or indirectly from 
the Government or the taxpayers of this country? 

Mr. Anperson. The only way any new facility, be it a new inde- 
pendent or an existing operator, will be brought in of any size will be by 
some kind of Government participation. You can call it subsidy. 

Mr. McCuttocn. With that statement then do vou believe it is 
best. to proceed in that manner than to proceed in securing primary 
aluminum from our friendly neighbor? 

Mr. ANperson. Canada? 

Mr. McCuttocu. Our neighbor to the north, Canada, at a cost 
which will be substantially less than that aluminum will be secured 
under your previous suggestion? 
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Mr. Anperson. I have a section in my prepared statement wher 
I described aspects of the Canadian thing that I thought should be 
brought to the attention of the committee, and they fit your question 

The Cuarrman. Suppose you go into that, Mr. Anderson, now on 
the Canadian situation. I think it is on page 2. 

Mr. Wixson. That is the $64 question. 

Mr. Anperson. Right, that is the $64 question, and it is more than 
academic. Although we have already taken a step of ‘‘subsidy’”’ in 
the 525,000-ton expansion program, that 79,000 high cost is heavy 
subsidy. 

Mr. McCutuocu. Yes; I understand. 

Mr. ANDERSON. So it is partly academic, but there is still a great 
deal more to be let. Gentlemen, we are going to need much more 
aluminum than is depicted on this chart, and the Alcan thing must 
not be erased from your minds, because it is a factor that has to be 
considered at some time. 

I traced first the cartel in my analysis of world relationships, the 
United States-world relationships in aluminum. I will not review 
that cartel picture in detail, but it has a bearing on Alcan. 

Alean has been giving the impression, and I think rightly to this 
point, that she is interested not in the American market in any major 
way but in the world market. The aluminum facility in Canada was 
in the first cartel that was developed in the 1900’s, and was the major 
participating member of the last cartel that folded just before we got 
into this last war. 

The Aluminum Co. of Canada has outlets and partial ownership 
and whole ownership in 23 countries. 

The CHatrMANn. We had that testified to. 

Mr. Anperson. You had that testimony, and that has a bearing 
on this problem now of what we do about Alcan and her proposal to 
expand capacity in Canada. In my judgment a cartel arrangement 
will be reestablished within the next few years. 

[It took about 4 years after World War | to reestablish the carte! 
You can see the next cartel emerging, if this is a gray war period that 
lasts for years. The next cartel will emerge with a good bit of govern- 
ment benign approval. Some of our Government participation will 
be shown in it, already showing in some of the white papers coming 
out of the State Department with respect to international trade. 

Mr. McCutztocna. And not condemned at any point by the funds 
which we have provided through ECA. 

Mr. ANperson. And not condemned by ECA funds, That is 
exactly the point I want to make. Now you will see this carte! 
reestablished within 5 to 10 years. 

The CHarrman. Of course it makes it very easy to establish a 

cartel because they own wholly or in substantial part some twoscor 
of aluminum plants in almost twoscore of countries. 

Mr. Anperson. And the dominant figure in the new cartel, Mr 
Chairman—and I am now crystal gazing but I am sure I am right 
because the economics are there—if and when it is established, will be 
Alcan, inevitably must be Alcan. There can be no cartel without 
Alean. 

The last cartel had two very interesting arrangements, departures 
from the usual cartel practices. One was “the insistence of the father 
of Mr. Nathaniel Davis that the fourth cartel—there were four o! 
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them—not limit production of any one of its members. Now a 
traditional method of cartel control is to limit production. They got 
around it in Canada’s case. Canada insisted on having an open end 
on production, had to have it because she was an expanding organi- 
zation. 

Mr. McCuttocu. Let me ask you this. Can you have an effec- 
tive cartel or cartel agreement where there is no limit on production? 

Mr. Anperson. Here is how they got around it, very effectively. 
They set up a quota system and then ‘they set up a holding company 
and if Alean chose to extend production over and above the customary 
commercial rate, Alcan paid into the holding company a percentage 
on the premium metal produced. It paid her to do it, but she paid 
in so that all shared in that excess production (cartel members). 
That was the technique used. 

I said earlier there are curves pitched. You would be surprised at 
the ones that they pitched in this game. Also in the fourth cartel 
was another device. There was a rich new market in the East. 
The Japanese Empire furnished a market that could absorb a great 
deal of aluminum at good prices. The Japanese Empire was getting 
ready for war for 10 or 15 vears. Alcan looked upon that rich mar- 
ket and said, “Why not?” and then made a deal with the other carte! 
members and they divided the market, and Alean rode herd on that 
Japanese Empire market. 

Now do not think | am talking without facts. I call your atten- 
tion to a little document. You have to tease it out between the lines, 
but this is a document which came from the Brookings Institute, 
which vou gentlemen want to consider a most reputable institution 
and it is, a high grade research institution. 

This book was written by Louis Marlio and is called the Aluminum 
Cartel. He is a staff member of the Brookings Institution, or was 
at that time. This was published in 1947 and it describes what I have 
been talking about. and even gives the tabulations with respect to 
the Japanese business venture that | detailed a moment ago. So from 
a cartel angle—and vou always have to consider the prospect of the 
cartel—inevitably Alcan in my judgment is going to be in the center 
of it. 

Now | move on to the question of the Alean project, and I want to 
read what I have said: 

Inevitably therefore any Government policy on expansion of American facilities 
purchase contracts for metal or other arrangements required by the defense effort 
that include Alcoa or Alcan must of necessity be examined with the relationships 
that have existed and still exist among the owners of the two companies. 

That point I want to draw attention to because we will still have 
for a 10-vear period some sort of a scrutiny of the courts. We have 
an Alcan-Aleoa—not a 1-to-1 relationship any longer, but still an 
affiliation that is important to have before us. 

Mr. McCuttocn. Do you feel that there will be any improper 
use of the relationship that now exists, in view of this decree which 
gives the court continuing jurisdiction for at least 5 years? 

Mr. Anperson. Consider, Mr. Congressman, that Alcoa set up 
Alean. Alcan has been the younger member of the team. Now 
because of a new proposal in British Columbia and because of the 
court decision, Alean has for the first time an opportunity to become 
a big independent, the biggest independent in the world. 
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I do not know what the shake-down will be between those two 
companies that have had such close affiliations in common owner- 
ship, but I know it is worth keeping an eye on as we move into the 
-hext period of aluminum policy. 

Mr. Wiison. Do you think, Mr. Anderson, that this Government 
should now enter into a contract with Alcan? 

Mr. ANDERSON. No. 

Mr. Wiuson. To the extent that they can go ahead with this 
Kitimat plan? 

Mr. Anprrson. No, for a variety of reasons. One of them is that 
I believe the future of American independent enterprise and the 
aluminum industry itself depends upon real competition in the indus- 
try. That has to be domestic competition. 

The first job we have along with the defense expansion effort 
and this is the opportunity that you gentlemen have to enter the 
picture; you can set the policy, you hold the purse strings—is to 
establish as healthy and as big an independent competitive aluminum 
industry within the confines of the United States, subject to the anti- 
trust laws and to procedures of the United States, as we possibly can 
have. You have got about 5 years to do it in. 

Mr. McCutztocu. Let me ask you, Do you think that it is necessary 
to do that, notwithstanding the fact that in the aluminum industry it 
would result in an added cost to the people of America of from 2 to 
5 or more cents per pound? 

Mr. Anperson. Locally produced metal as compared with Ca- 
nadian-produced metal? 

Mr. MecCutuocnu. Yes, sir. 

Mr. AnpErson. This 525,000 new capacity is going to be high-cost 
capacity, and we will be paying for it. 

Mr. MeCuntocnu. I am talking about additional capacity 

Mr. Anperson. My hope for the additional capacity is this: As 
Mr. Marlett showed you, there are only two places where low-cost 
power is still prospective in the United States. They are both hvdro- 
produced areas, one the Pacific Northwest, and that is not any circum- 
scribed area. That is a great stretch of country over several States, 
and the other is the St. Lawrence power proposal. 

Now my guess is that the St. Lawrence power proposal is mostly 
out so far as the expansion of aluminum capacity is concerned, for the 
reason that it comes down into a diversified, highly industrialized area 
where higher-paying users will be demanding the power. 

This has to be low-cost power, so I finally come to Mr. Marlett’s 
position. The only suitable area in the United States now left to us 
for the production of a large volume of metal that is so cheaply pro- 
duced as to be competitive with Canada, surely within the present low 
tariff rate, is the Pacific Northwest where you can still get 2- to 3-mill 
power within 3 to 5 years. 

Mr. McCutuocu. I would like to ask the question again, and I 
would be glad to have an answer upon the assumptions that I make: 
Is it your recommendation that the United States of America provide 
the facilities for the production of primary aluminum, even though that 
cost would be from 2 to 5 cents or upward in excess of the cost of pro- 
duction of aluminum in Canada or some other country that has had 
the long friendly relationship with America that Canada has had? 
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Mr. Anperson. It is my recommendation to proceed at once to 
expand the other half-million tons from the lowest-cost power possible 
to produce aluminum in the United States. 

Mr. McCuntuocu. Is that answer irrespective of cost? 

Mr. Anperson. Irrespective of cost, and that power will bring in 
aluminum which for a number of reasons will be within the present 
tariff barrier in competition with Canadian aluminum. 

Mr. McCuttoca. Again, Mr. Anderson, I do not like to belabor the 
point, but you are attaching conditions to the answer. 

I think that the problem which we must solve in this country is 
whether or not we are willing to construct facilities in America which 
will result in a cost of aluminum at from 2 to 5 cents per pound higher 
than production would cost in Canada. 

Now, if that be the case, without any conditions do you believe that 
it is in the best interest of the United States of America to create 
those facilities in the United States rather than to get the production 
of aluminum from Canada? 

Mr. Anpgerson. Two cents, yes; five cents, a big question mark, 
Two cents because that will keep us within a competitive position 
with Canada. 

Let me just make one more answer. Further, because, with all 
the friendliness we have with Canada, it still means that American 
production would be within our own boundaries and subject to our 
own decisions, many kinds of decisions, antitrust and others. 

Mr. MecCuttocu. Now that answer takes us back to the thing 
upon which I may be prejudiced, and that is the production of power 
from what is said to be a well-nigh inexhaustible supply of coal and 
gas in America. 

There is evidence in the record that power can be produced at 
3 mills per kilowatt-hour from gas or from coal, and that a 1-mill-per- 
kilowatt-hour increase in power cost results in a 1-cent-per-pound 
increase in cost of producing aluminum. 

Mr. Anperson. Right. 

Mr. McCuttocu. So, therefore, with all of the statements that 
have been made and the conditions which have been attached thereto, 
it is your opinion that it would be best for the United States of America 
to produce power from gas or from coal if it can be produced at a 
rate of 3 mills per kilowatt-hour for the production of aluminum? 

Mr. Anperson. Particularly for the volume that you are now going 
to put on it. The technologies in this field, gentlemen, are absolutely 
new. The Nordberg engine has just now been put in commercial 
shape so they can make electricity out of gas. Burning of coal for 
generation purposes is still in the experime ntal stages really. 

A rich country like ours can well afford even if we lose this present 
capacity in the integrated companies—and a moment ago I said they 
will meld it so that we will not lose it; that will survive. For those 
companies and those contracts I am anxious to see what the next 10 
years develop. It may well be, Mr. Congressman, that we do develop 
the technologies that bring in 3- and 4-mill power, and I do not know 
whether it will be as low as 3. That could be competitive. 

The CuarrmMan. Mr. Anderson, will you pardon the interruption. 
I would just like to make this observation. If we can use coal, if we 
can use gas, | would certainly want to do it because even if it would 
mean additional cost for generating power, we do create other benefits 
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for those sections where the gas is taken out of the well to where th 
coal is burned, and we cannot lose sight of the fact that we benefit 
those communities by bringing more business and industry there. 

Mr. AnperRsON. Taxes too. 

The CHArrMAN. So we have an offset for that increased cost. Whe: 
we help Ohio, help Texas or Louisiana, to that degree we are helping 
the whole country. Then another observation I would like to make, 
higher costs might be compensated for by developing a competitive 
economy. 

The CHarrMan. And if we do have a competitive economy, we have 
then the opposite, monopoly, and, as usual, monopoly means highe: 
prices for the end product. When Kaiser and Reynolds came into the 
picture, to a certain extent that was a break on Alcoa, and I think 
prices have appreciably dropped beyond question because of compe- 
tition. 

Now, the third observation I want to make is that we do in many 
ways help industries, domestic industries. We do it by tariff, we do 
it by farm support, and in that way we do increase prices to the 
domestic consumer. We can afford to do it, because of our high 
standards, because of our high income, and in many ways there is 
compensation in general to the whole Nation because of that indirect 
way of helping domestic farmers and helping domestic manufacturers 

Mr. Anperson. Right, and I would just add one note 

The CHatrMAN. In a fourth observation, we do get some com- 
pensation back in the form of taxes. 

Mr. Anprerson. That is what I was about to say, and that is a very 
important feature. Finally though, there is a point to be made 
concerning the Alcan operation. My own feeling is that it is going 
to be built. 

The CHarrMaANn. That is the Kitimat project? 

Mr. Anperson. The Kitimat project I think is going to be built 
ultimately; I say “ultimately,” and the reason I say “‘ultimately”’ is 
that the thing has organic unity and value and will produce metal at 
low cost, and that is an extremely important factor in world supply. 

Now, whether that is built now or later is another matter. My 
own feeling is, and my recommendation in my prepared statement is, 
that we go ahead on our own, first for the reason the chairman has 
described and you ventlemen know so well, that we develop the 
lowest-cost aluminum in this country having the greatest survival 
possibilities, that we get two, three, maybe four more independents 
in, that we try over a period of time to break up the integrations that 
prevail. 

The CuarrMan. I think it would be well at this point to put in 
the record a telegram which was sent on January 11, 1951, by Mr. 
Charles E. Wilson, head of the Office of Defense Mobilization. Mr 
Wilson sent this wire to Marvin P. Taylor, president, Skagway 
Chamber of Commerce, Skagway, Alaska: 

With reference to your message of January 7, 1951, I have made inquiry and 
find there is no present intention and no likelihood in the near future that the 
United States Government will need or support power and aluminum plants at 
either Taiva or Kitimat. 

That is signed by Charles EK. Wilson. 

Mr. ANDERSON. | am glad to see that in the record. My own 
guess is that-——— 
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The CHarrMan. So I think we have a right to take a little credit 
for the reasons that led to that part of the telegram relating to the 
British Columbia project. 

Mr. Anperson. I agree with you, a great deal of credit. My 
own feeling is that if Alcan comes in, as I think she will with her new 
project, she should come in only after we have rounded out a com- 
petitive industry here. That is 1f she seeks to come in with our direct 
help. Ll would not for 1 moment want to be responsible for keeping 
a business from developing as it should when we so desperately 
need that kind of metal for defense. 

Now, I just have one more point. 

The CuatrmMan. I hope the boys here will give the committee 
credit for that telegram. 

Mr. ANperson. Mr. Chairman, I will just round up with one more 
point that is so close to my heart that I just cannot refrain from making 
it. 

This committee and the committee on the Senate side have been 
looking into this problem lately from the standpoint of the effect of 
the present crisis of shortage of aluminum on 10 to 17 thousand inde- 
pendent fabricators. 

I would hope that part of the interest of the committee—because 
I know your home towns or constituents can see that you have this 
problem—would be directed toward the alleviation of their plight. I 
think several things can be done now. 

It seems to me essential that a special program be arranged and it 
will not be done unless a committee like this focuses attention of the 
Defense Administrator and the administration on the problem and 
forces them to do it—an early scheduling of defense orders. 

There are particular orders at the top of the heap of the military 
that could go to the small fabricators now and insure them some 
part of the metal that is being w'thheld from them, because of the 
defense effort. That is an immediate thing that ought to be done 
right away. 

Mr. Witson. You mean on war contracts? 

Mr. AnpersoN. On war contracts specifically directed now. 

Mr. Witson. I certainly think some of it should be channeled to 
them, and they are not doing too much of a job on that. 

Mr. Anperson. And if this committee would direct its attention 
to that problem for a half of a day of the committee members’ time 
and the staff’s time, they could start breaking the log jam. That is 
awfully important. 

Another thing that comes right along with it: This effort to give 
small business the opportunity to survive in the aluminum field during 
the next year which is so crucial to them, will never be successful 
unless a modernized type of smaller war plants corporation is estab- 
lished soon. 

The CHarrMan. Mr. Anderson, at that point, as I read the Defense 
Production Act, that authority has the power to direct supplies to 
these fabricators. They could say to Alcoa, they could say to Kaiser, 
they could say to Reynolds: “‘A certain portion of your primary ingots 
must go to the fabricators.” 

They have not done so. 

Mr. Anperson. That is right. 





852 STUDY OF MONOPOLY POWER 


The Cuarrman. And I am informed that they will only do some- 
thing of that nature in July. 

Mr. Anprrson. That is right. 

The CuarrMan. Meanwhile what? As I envision it, many of these 
fabricators will be sorely put to it and may be forced out of business if, 
for example, the Big Three are going to embrace unto themseves all 
the primary ingot they make and not give any to these fabricators 
and starve them out and force them to rely upon the secondary 
producers. , 

We are going to have turmoil and we are going to starve them out, 
that is, starve the independents out, and even make the primary 
producers more powerful than they are today. : 

Mr. Anperson. Right. 

The Cuarrman. Do you not think that the National Production 
Authority should do something in that regard? 

Mr. Anperson. I not only think so, but I hope it is the interest- 
and [ know it is—and responsibility of this committee in examining 
the whole problem to take this on as a practical job and see that 
they do. The pressure from this committee could force action, and 
it is very much needed now in view of the cut-backs that will oecur 
on April 1. 

Mr. Wixson. It seems to me that a great improvement could be 
made in the priority system and be done soon. 

Mr. Anprerson. Absolutely, you could skim this top cream of 
contracts off right now, and you could feed them back to the small 
fabricators, keep their businesses intact, keep them out of bank- 
ruptey, keep that labor force going that is so skilled and able and will 
be desperately needed within a vear. That should be done as an 
emergency matter, and right back of it, I hope you get a hold of 
another Maury Maverick and bring him down here, and do not let 
any pussyfooting, ‘‘sissified”’ approach be used in this matter of small 
business and its interests in the wartime period. 

Mr. Wiison. Of course, we have situations like this, too: A man 
came in my office yesterday who works with 150 ex-veterans that he 
had taught in an aluminum-fabricating plant in my city. He said he 
had been unable to get a war contract of any kind, but some man who 
had no plant, had nothing, had got a war contract and come around 
and wanted to farm it out to him and keep part of the product. 

Mr. Anperson. Mr. Congressman, if the small-business problem is 
allowed to meld into the whole structure of procurement it is lost sight 
of. These little fellows have not got their defenders down in the 
Mayflower and elsewhere. You just have to set it up separately to 
get it done well, and it ought to be set up now. 

I want to conclude, because I know | have taken much too much 
of the committee’s time, with just a reading of what I think are the 
constructive measures to meet the defense needs, plus the long-term 
needs which the committee can undertake. 

First, this authorization of enough new capacity. That means a 
great deal more than has now been authorized, and anyone in the 
defense effort who puts people aside by saying ‘‘ We just do not have 
any more to let’’ ought to have his head examined. 

Next, that we get more independents into the program. My own 
hope is that we get two and possibly three or four more in that are 
capable of doing the job and can survive. ‘There are people who have 
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made offerings. One or two of them are not only bona fide but just 
as full and complete offerings as any that the Big Three ever made to 
the Government, much better in some respects, that are waiting now 
for the chance to get into this business. 

Three, let these people have terms that will allow them to survive. 

Four, make the newcomers and the others take terms that will 
really induce competition. A real improvement has been made in 
that contract that forces the feeding out of a percentage of the metal 
produced to independents. 

Five, | think that the new contract should say all of the metal pro- 
duced should be fed out, and that there should be no more metal- 
making capacity given to any of the integrated producers unless, as a 
last resort, you have to fall back upon them. 

Mr. Witson. Of course, that would retard the whole situation if 
you excluded that now. 

Mr. Anprerson. No. They have already got 525,000 tons capacity 
That is a mighty big half of the total. I would like to see the other 
half now go to nonintegrates who in their contracts will say “We will 
feed this metal out 100 percent in nonfabricated form to independent 
users.” 

Mr. SuHears. Over and above what the Government needs. 

Mr. ANperson. Over and above the Government’s stockpile. It 
would be a great advance in the contracts. 

Six, keep a year’s defense needs in stockpile all the time after this 
emergency. I propose a year’s defense needs in stockpile that must 
never be invaded as was the last accumulation of three-hundred-odd 
million pounds. Six hundred thousand tons of metal would require 
an investment by the Government of $220,000,000. The only real 
loss, if there would ever be a loss—because my guess is that the metal 
is going to increase in value in the stockpile—would be the interest 
on that money, about $6,600,000 a year which the Government could 
well afford to pay in order to have a year’s emergency supply. 

Frankly, the 17,000 independent fabricators could almost afford to 
pay the interest, for the Government to have that stockpile so that we 
would not have to go through this chaos that now confronts us, that 
we are in with cut-backs of 35 percent of production on the independ- 
ents overnight, with 200 items removed from sale in 2 months. That 
sort of chaotic procedure is catastrophic to small business. 

If we had a 600,000-ton stockpile that the Government could draw 
on for its first year’s needs in any emergency—and I do not think that 
anybody should be so short-sighted to presume that there will not be 
recurring emergencies of that kind—for a relatively low cost, we would 
increase the stability of the aluminum business and thereby enhance 
the stability and growth of the economy. 

So, I stress this need of a stockpiling program. It is absolutely 
essential in the whole solution of aluminum problems. 

Seven, see that the newcomers are supported and treated fairly in 
their efforts to get foreign supplies of bauxite, and I say that ECA 
funds—and I would scrutinize this carefully—should not be used for 
the benefit of any particular party. 

ECA funds should feed into the total benefit of the industry and 
thereby of the country, and with point 4 added now and the new 
defense effort and extension of ECA into the procurement field, the 
opportunity in the next year of setting up quid pro quo arrangements 
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with the underdeveloped countries where the best bauxite still remains, 
that opportunity looms large and would help solve our problem of 
lack of bauxite. 

The best bauxite known in the world today is on an island at the 
end of Indonesia. We have working arrangements with Indonesia 
It would seem to me very feasible to work out the arrangements 
through the ECA that would give us access to that bauxite for the use 
of all of our industry and no particular segment of it. 

Finally, eight, obtain a more effective and integrated administra- 
tion of the Government function with respect to aluminum and keep 
the whole Big Three and possibly the Little Ten or some lesser number 
and the governmental process under continual observation. I say we 
want one goldfish bowl. Put the aluminum problem—it goes into a 
public versus private power problem and a lot of other problems and 
it interrelates so with the essentials of the defense effort that it should 
be in a single goldfish bowl. An interdepartmental and interagency 
committee with a single top staff should control policy with respect to 
aluminum, and if that is not done, much confusion will come during 
the months ahead. 

All I want to say, in closing, Mr. Chairman and gentlemen of the 
committee, is that it has been a pleasure to be here. 

I hope some of you take some time to read part of the 50 pages of 
my prepared statement. 

The Cuarrman. Mr. Anderson, I wish to state that your verbal 
opinion of this aluminum picture was very attractive. Your state- 
ments were lucid, and to the point. We welcome your appearance 
and are grateful to you. 

Now, the Chair wishes to state that Mr. Anderson’s testimony will 
conclude the hearings. The Chair would like to also state that it is 
very grateful to the members of the committee for their assiduous 
attention and for their help in participating in these hearings. Their 
questions brought out facts which would not have otherwise been 
brought out, were it not for their inquiries. 

I think we have in this proceeding acted as objectively as we could 
possibly have done. We have acted without fear or favor. 

Finally, in closing this public hearing, 1 wish to make some state- 
ments with regard to Canada, our good neighbor to the north.  Crit- 
icism has been leveled against the subcommittee in the past for the 
conducting of a thorough investigation of the Canadian companies 
during the newsprint and aluminum industry hearings. 

It has never been our purpose in investigating industries which 
have strong segments located in the Dominion to injure, in any way, 
the Canadian people, the Government of Canada, or the fine friend- 
ship which has existed for many years between that country and the 
United States. Indeed, we all have frequently supported measures 
which would increase the economic well-being of both our countries 
as well as strengthen the amity which exists between them. 

I think the fault in confusing and confounding the purposes and 
aims of this subcommittee may be with a few erstwhile representatives 
of Canadian companies or associations who seek to turn the tide of 
public animadversion against this subcommittee in the belief that by 
so doing, the essential issues of monopoly power may be glossed over 
and the abuses of economic concentration allowed to go unheeded 
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A study by the SEC showed that more than 52 percent of the 
capacity of important newsprint companies studied is under control of 
United States companies, although only 15.66 percent of total news- 
print produced in North America is produced in the United States. 
Insofar as aluminum is concerned, there is only one company in 
Canada which produces that product, the Aluminum Co. of Canada, 
a wholly owned subsidiary of Aluminium Limited. Of more than 
3% million shares of stock which are outstanding in Aluminium 
Limited, less than a half million are held by Canadian residents. Of 
the nine directors in that company, six reside in the United States. 
Tear away the corporate veil which shrouds Aluminium Limited and 
you will find strictly an American creation, from its very beginning 
when it was established to operate the foreign subsidiaries of the 
Aluminum Co. of America until today when it is still under the aegis of 
American interests. 

I know that the Canadians are desirous of having American capital 
assist in the development of their country. I share their views in 
this regard and I certainly hope that Canadians may partake of some 
of the benefits that free enterprise has given to our people. But I 
think the Canadians could justly reprimand this country and its 
leaders in Washington were we to allow monopoly interests which we 
prohibit in the United States to cloak their activities in Canada. 

Unless there are some other statements to be made, I will, by 
unanimous consent, deem the hearings on aluminum now closed. 
We will hold the record open for a few days so that any changes, 
corrections, and revisions can be made in the testimony—and we are 
to receive some communications so we may as well hold the record 
open so that those communications when received can be placed in 
the record. 

The meeting will now adjourn. 

(Whereupon, at 12:30 p. m., the hearing was adjourned.) 
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ReyYNOtps Merats Co., 
Richmond, Va., April 26, 1949 
Mr. ARNOLD Troy, 
Eastern Metal Products Co., Tuckahoe, N. Y. 

Dear Mr. Troy: We have considered your letter of April 13 inquiring whether 
we would be interested in supplying carbon rods and alumina in the event that 
you leased the Burlington aluminum reduction plant. 

With respect to carbon rods, we regret to advise you that we have no surplus 
production. We are presently using all of our carbon facilities at both of the plants 
which produce carbons. 

With respect to alumina, we will comply with the terms of the contract under 
which we are leasing the Hurricane Creek alumina plant from the Government. 
Section 27 of that lease, which would become ineffective when the plant is pur- 
chased and paid for, provides as follows: 

““TWENTY-SEVEN: Lessee agrees to sell, F. O. B. plant, alumina produced on the 
leased premises in excess of Lessee’s own requirements, including those of its 
subsidiary and affiliated companies, to producers of aluminum pig or ingot in 
reduction plants constructed by the Government who have insufficient alumina 
production capacity of their own or under lease from the Government, at cost 
plus a profit allowance of six percent (6%), but in any case not over Forty Dollars 
($40.00) per short tons, except in the event that the average hourly labor rate of 
those workers paid by the hour should exceed an amount later to be agreed upon 


by Lessor and Lessee (the amount so agreed upon to represent such average 
hourly labor rate prevailing during the second quarter of 1945), than such mini- 
mum price shall be increased proportionately. It is agreed that in establishing the 
total cost of producing alumina there shall be calculated the direct plant costs 
(not including interest on working capital) and adding thereto four percent (4%) 


thereof to represent all general overhead.’ 
We wish to thank you for your inquiry and assure you of our desire to cooperate 
within the limits expressed above. 
Sincerely yours, 
R. S. Reynoups, Jr., President. 


MonoO.LITH PoRTLAND Mipwest Co., 
Los Ange les, Calif., February 12, 1951. 
Hon. EMANUEL CELLER, 
Chairman, Subcommittee on Study of Monopoly Power, 
« Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CeLver: It was an honor to appear before your committee this past 
week to present data on the very vital problem of the development of a domestic 
source of supply for alumina. We support in full the position taken by Senator 
O’ Mahoney before your committee on the need for the development of a domestic 
source. 

Because of the limited time available to me to appear on behalf of Monolith 
Portland Midwest Co., I am submitting this letter to supplement our statement 
which vou have admitted into your record. I direct your attention to the impli- 
cations of the testimony presented by the dominant interests in the aluminum in- 
dustry and to the testimony of the Administrator of the Defense Minerals Ad- 
ministration and to their conflict with the statements made by Senator O’ Mahoney. 

The development of a domestic source of alumina is not only “cheap insurance 
for a nation that has just spent over $200,000,000,000 for a war won largely by 
aluminum airplanes’’ but also it provides independent sources of alumina avail- 
able for independent producers of aluminum. Foreign bauxite is controlled by 
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the dominant producers of aluminum. When vou strike at that control you strike 
at the jugular vein of monopoly control. It is for that reason that you find the 
determined resistance to the development of a domestic raw material industry 
and the insistence that this country at all cost rely upon importation of con- 
trolled bauxite. 

You have before you history repeating itself. In the last war, several pro- 
posals were vigorously presented pointing to the development of domestic raw 
materials. Despite the alumina shortages, despite the heavy toll of bauxite ship- 
ments by submarine warfare, despite the scientific demonstrations that alumina 
extraction from domestic materials is technologically feasible, no action could-be 
obtained from the aluminum industry or from the Government administrative 
agencies concerned with aluminum until demands were made by alerted Members 
of the Congress; and, finally, only by the direct intervention of Mr. Charles E. 
Wilson, then Vice Chairman of the War Production Board. 

A program to determine the economic costs of domestic alumina was belatedly 
undertaken. 

Then, ‘after the shooting,’’ as Senator O’Mahoney pointed out to you, the 
program was stopped dead in its tracks. Three test plants were liquidated. Only 
the Laramie plant which my company was building remains. And it remains 
because my company enjoined its disposal in litigation to compel completion— 
litigation which is still going forward. 

The testimony vou have elicited about the liquidation of this program is most 
significant. Mr. I. W. Wilson, senior vice president of the Aluminum Corp. of 
America, testified that he was chairman of a subcommittee which found that 
the Monolith and other processes were not commercially feasible, and you brought 
out the fact that that was the view of the three producers of alumina and alumi- 
num, and that that was not the view of the entire Advisory Board, that is, of the 
members not identified with the monopoly control of foreign sources. 

Back in 1945, the Special Committee to Study Problems of American Small 
Business of the United States Senate had then, as this committee has now, before 
it the problem of the development of a domestic source of alumina for national 
defense and the resulting conflict between an independent source of domestic 
materials and the monopoly controlled foreign supplies. That committee in 
“Future of Light Metals and Government Plant Disposals’’ (December 31, 1946) 
stated: 

“If the country is to be prepared to use other ores and clays (rather than 
bauxite) during emergency, then a separate program should be followed, including: 
(1) Further experimental work; and (2) construction and operation of large plants 
using one or more of the special processes. 

“The only protection for the national defense is large plants in actual produc- 
tion or ready to produce—not small experimental plants or blueprints for processes. 
Such a program would have to be subsidized for national defense so long as the 
commercial plants rely on imported bauxite. That would be cheap insurance for a 
nation that has just spent over $200,000,000,000 for a war won Jargely by alumi- 
num airplanes.’’ 

But, despite the congressional views, and despite the position taken by members 
of the Advisory Board who were not representatives of the three producers con- 
trolling foreign bauxite, the development beyond blueprints and laboratory work 
on processes for domestic alumina was stopped dead. 

Now in 1951, this committee again has the self-same problem before it. And 
what is happening? Again alerted members of the Congress are aware that some- 
thing must be done. Senator O’ Mahoney has clearly presented the problem and 
members of this committee in open hearing have indicated their appreciation of 
the needs of the country. Again we have staggering demands for airplanes made 
of aluminum, again we find ourselves dependent upon foreign bauxite, again we 
are faced with the threat of submarine warfare, and this time we even have 
admission, by the Aluminum Co. of America, obtained by this committee, that 
the extraction of alumina from Wyoming anorthosite is technically feasible. 

But again we have opposition from the producers of aluminum from controlled 
foreign supplies opposing any development of processes for domestic independent 
supplies. They protest that the Monolith process might not be economically 
feasible. But the very purpose of carrying to conclusion the Monolith project 
in Laramie is to determine what the costs are. 

And again we have the administrative agency of the Government talking in 
coneurrence with Members of the Congress but acting in support of the position 
taken by the Big Three who would brook no competition from independent domes- 
tic production of alumina, 
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The Defense Minerals Administrator, when asked by this committee about any 
plans for establishing a domestic supply of aluminum ore, stated: “With the 
existing stockpile there is no need for establishing a greater domestic supply at 
the moment. We therefore have no such plans.” 

Again the country is to live from moment to moment. Again we are to wait 
until after we run short of aluminum before we start to find a domestic source of 
aluminum. Again the foreign control of bauxite is to be protected against even 
a plan for a future source of domestic supplies of alumina. 

Again we are told that our supplies of aluminum for defense depends upon 
imports, plus a stockpile, plus domestic production of low-grade domestic bauxite. 
But there is no word by the Defense Minerals Administrator of submarine warfare 
interrupting imports again. The figures on the stockpile are, of course, restricted. 
From the data publicly available about the stockpile program there is no reason 
to be sanguine about the size of the bauxite stockpile. And it would appear from 
Bureau of Mines figures that the deposits of domestic low-grade bauxite represent 
little more than a 3-year supply at the defense rates of consumption. 

But, perhaps merely to appease congressional demands, the Defense Minerals 
Administrator states that an appropriation request has been presented to the 
Bureau of the Budget to complete and test the Laramie project. If the Adminis- 
trator has no plans for a greater domestic supply now, how much enthusiasm 
can we expect from this Administration to test adequately now the one promising 
process for a domestic supply? 

History will not repeat itself only if this committee and other Members of the 
Congress do more than was done last time. This committee should not, in view 
of past history, be satisfied with the assurances of an adequate present supply of 
bauxite and with the pallied indications that sometime in the future perhaps the 
administrative agencies of the Government will prove up the economics of a 
domestic supply of alumina. This committee can perform no greater service 
than to follow through on the aluminum program to determine for itself the true 
facts and to see for itself that action supplants talk about the domestic processes. 

This committee has called for a report on the stockpile of bauxite. That 
report should be carefully analyzed in terms of the country’s security and not the 
security of the Big Three. This committee has been told that there presently is 
an 8-year domestic reserve of bauxite. In the light of similar assurances that 
proved so faulty in World War II, the facts about the real supply should be inde- 
pendently sifted by this committee. This committee will find, we think, that to 
produce the alumina from this alleged 8-year reserve, it would be necessary to 
construct plants costing many millions of dollars and utilizing a process generally 
comparable to that developed by Monolith. But of course, such plants would 
be built, owned, and controlled by the Big Three who already control the bauxite 
deposits. 

Above all, this committee should join with Senator O’ Mahoney to see to it 
that the Laramie project is completed at the earliest possible moment. It should 
see to it that the insurance premium is paid on that policy recommended in 1946 
by the Senate special committee. No action by the monopoly in aluminum and 
no talk by the administrative Government agencies should be permitted to pre- 
serve the control of the aluminum industry by the vested interests in that industry. 

I make so bold as to suggest that this committee see to it that the Monolith 
Portland Midwest Co., the holders of the basic patents, the original builders of 
the Laramie plant, the company with the know-how, be again delegated the duty 
of testing the project. Monolith has faith in the project, it has thrown its re- 
sources and its research facilities into developing the process that the Aluminum 
Co. so belatedly admits is technologically feasible although it questions its eco- 
nomic soundness. But what may not be economically sound for the Aluminum Co. 
may very well prove economically sound for the country. 

Monolith has been in constant litigation with the administrative agencies of 
the Government over the shut-down of the Laramie plant. The Laramie plant has 
been preserved intact. As we have indicated in our statement filed with you, we 
are ready to go forward. We have offered to arbitrate any and all issues over 
the past with the Government—and before arbitrators none of whom are to be 
selected by Monolith. No one has suggested that Monolith is not capable of test- 
ing the process it has developed. But there are obvious reasons why some inter- 
ests would not want this small independent to play a part in the development of a 
vital new domestic industry. 

As the lawyers say, time is of the essence. Our country is facing the greatest 
threat in its history. This committee can do nothing more effective than to 
cleave through the obstructions to see to it that Monolith is called upon to make 
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the findings it can make in only a matter of months. If Monolith is right, then 
the country will have a secure source of materials for its airplanes. If peradven- 
ture, Monolith cannot prove up its process, the country had better know it now 
while there is still time to adjust ourselves to such a misadventure. 
Yours very truly, 
H. D. McBripe, Manager, Oxide Division, 





FesBruary 13, 1951. 


REYNOLDS Metats Co. MEMORANDUM FOR THE SPECIAL SUBCOMMITTEE ON THE 
Stupy or Monoro.ty Power, House COMMITTEE ON THE JUDICIARY 


The following supplementary facts are submitted for the committee’s considera- 
tion in connection with statements which appear in the transcript of the hearings 
on aluminum, January 22 to February 9, 1951. Under each subject discussed, 
reference is made to the pages of the official verbatim transcript where the state- 
ments on which we comment appear. The subjects are as follows: 


Subject Page 
Sec. I | The 17,000 nonintegrated fabricators and Reynolds Metals Co 2 
Sec. Il Reynolds Metals’ shipments of ingot to outside customers a 
Sec. Ill -| Reynolds Metals’ entry as an aluminum producer 1] 
See. IV__. -| Reynolds Metals’ acquisition of Government plants 15 
| ees Reynolds Metals’ purchases of Government stockpile metal 18 
Dy Wievestcuteans ; Reynolds Metals’ customer relations_.__........-- 24 
i 


I. THE 17,000 NONINTEGRATED FABRICATORS AND REYNOLDS METALS CO. 


A number of witnesses, in commenting on the present status of the ‘17,000 
nonintegrated fabricators’’ in the aluminum industry, either asserted or implied 
that— 

(a) All, or most, of the 17,000 regularly rely on primary aluminum pig or ingot 
as their principal raw material. 

(6) The processing of primary pig or ingot into mill products (sheet, rod, extru- 
sions, etc.) by the integrated producers deprives the 17,000 nonintegrated fabri- 
ators of their principal raw materials. 

(c) Reynolds Metals Co. sells only 6 percent of its output to these 17,000 non- 
integrated fabricators. 

There is no truth in these assertions because they are based on an entirely false 
picture of the aluminum industry. It is completely misleading for anyone to 
create the impression that the aluminum industry consists of a group of 3 in- 
tegrated producers on one side pitted against and trying to kill off a group of 
17,000 nonintegrated fabricators on the other side. 

At the outset it must be emphasized that some of the misstatements of fact 
about the 17,000 fabricators unquestionably result from the absence of a clear-cut 
definition of a ‘“‘fabricator.’’ Unfortunately, even within the industry, that term 
is often used very loosely and therefore it is not surprising that its use during 
these hearings has not always been clear. During Mr. Dynner’s testimony, this 
question came up: 

“Mr. Wituis. At the start, are you a fabricator or a producer? 

“Mr. DynNER. We are what is called a processor and a fabricator. 

“Mr. Wits. What do you mean by ‘“‘processor’’? 

“Mr. Dynner. We buy ingot, which is converted into an extrusion, as in the 
case of Mr. Harvey. Those extrusions are then, in turn, sold to many small 
fabricators, who use them in making many end products. We also make an end 
product ourselves. 

“The CHAIRMAN. You are what you call an extruder? 

“Mr. Dynner. And a fabricator. We are also, you see, a manufacturer of 
moldings. 

“Mr. Wituts. What is the difference between an extruder and one who fabri- 
cates aluminum? Let us get that straight. 

“Mr. Dynner. There is a distinction made in this respect: That a fabricator 
is generally assumed to be the manufacturer of an end product. A window maker 
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is a fabricator. In our business as manufacturer of moldings, which are sold to 
the public under a trade name and have been so sold for 12 vears, we are a fabri- 
cator. 

“We would normally obtain our extrusions, and did obtain our extrusions from 
the Aluminum Co. of America for many years—12 2 years, as a matter of fact 
Then there came a time when we decided it would be advantageous to us to have 
control of what was then our basic product, which is the extrusions. So we 
entered the extrusion business. That is an intermediate stage. 

“Mr. Wiuuts. It is a stage between aluminum making and fabricating? 

“Mr. Dynner. Precisely (pp. 512-513, transcript).”’ 

The most generally accepted use of the term “fabricator,” as Mr. Dynner 
indicated, is to designate the manufacturer who makes a finished aluminum 
product or part. The confusion arises out of the fact that at times those in the 
“intermediate stage” who process ingot into mill products (sheet and extrusions) 
are also called ‘fabricators’? and are not sufficiently differentiated from the 
fabricator of an end or finished product. From the viewpoint of this committee, 
there is a real distinction between this relatively small group of processors or 
mill-product manufacturers and the much larger group of ‘fabricators’ described 
above, as will become evident from the following description of the aluminum 
industry’s structure. 

An accurate picture of the relationship of the nonintegrated fabricator to the 
integrated producer, in its simplest form, requires a breakdown of the aluminum 
industry into five distinct groups: 

Number of 
companies 
The primary enentan who product primary aluminum pig and ingot 


from alumina__ 3 


The secondary smelters who conve rt ser: ap into secondary ingot- 50 
The mill-product manufacturers who make mill or semifabricated 
products, such as sheet, foil, rod, bar, and extrusions eens 


from primary pig or ingot_ ; 60 
The foundries or fabricators of castings who produce CE astings, prin- 
cipally from scrap or secondary ingot 3, 000 
The fabricators who manufacture aluminum products, such as ute nsils, 
window frames, venetian blinds, or electrical cable, principally from 
sheet, rod, or extrusions . 


The phrase, “17,000 nonintegrated fabricators,”’ usually has been used during 
this committee’s hearings to designate anyone making an aluminum product who 
is not in group 1, not a primary producer. But, as the above classification shows, 
the four groups other than the primary producers cannot be lumped together in 
determining how many are dependent on getting primary pig or ingot. The 
principal raw material of the secondary smelters and the foundries (castings 
fabricators) is scrap, not primary metal. The largest group of fabricators, 
group 5, use as their principal raw material, sheet, rod, or extrusions. The 
only group which uses primary aluminum pig or ingot as its principal raw material 
is the mill-product manufacturers, And there are only about 60 companies in 
this category, not 17,000. 

Referring back to assertion A above, none of the witnesses had any justification 
for telling this committee that the 17,000 nonintegrated fabricators regularly use 
and must have, as their principal raw material, primary pig or ingot. The truth 
is that only about one-third of 1 percent of the fabricators, namely the mill- 
product manufacturers, rely on it. The other 99.6 percent of the fabricators 
mainly use either mill products ,sheet, rod, etc.), scrap or secondary ingot. 

Point B, that the processing of pig or ingot into mill products deprives the 
nonintegrated fabricabor of metal is also without basis in fact because, as shown 
above, the 14,000 nonintegrated fabricators who do not make castings use sheet, 
rod, foil, or extrusions as their principal raw material, not ingot. Therefore, the 
integration of the primary producers through the mill-product stages creates 
sources of supply for these 14,000 nonintegrated fabricators and provides them 
with aluminum in the only form in which these fabricators can use it. If Rey- 
nolds Metals Co. and the other primary producers were to shut down their sheet, 
rod, and bar mills and sell their output as ingot, a very large percentage of the 
14,000 fabricators using sheet, rod, and bar would be deprived of their necessary 
raw materials. 


14, 000 
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Finally, coming to C, the charge is that Reynolds Metals Co. sells only 6 percent 
of its output to the 17,000 nonintegrated fabricators. Here again, the fallacious 
assumption was that the fabricator needed and received from Reynolds only 
primary ingot. As previously explained, 99.6 percent of the nonintegrated 
fabricators do not use primary pig or ingot as their principal raw material. Con- 
sequently, instead of confining ourselves to ingot alone, let us see how much 
aluminum, in all forms, Reynolds Metals shipped to nonintegrated fabricators, 

The 1950 shipments were as follows: 


Shipments of ingot, sheet, foil, extrusions, rod, etc. (for further processing, manu 
facturing, and stockpiling by nonintegrated fabricators, mill-product manu- 
facturers and the U. 8. Government 

Shipments of building products, cable, powder, foil products, etc. (to distributors, 

jobbers, dealers of building and foil products, to rural cooperatives, food packers 


ete. 55, 000 | 
Total shipments 242, 000 


-—- 


The above table shows that 77 percent of Reynolds Metals’ shipments in 1950 
went to outside customers for immediate or eventual further processing or fabrica- 
tion into finished aluminum products, most of it to be done by nonintegrated 
fabricators. Even the remaining 23 percent of Reynolds Metals’ aluminum ship- 
ments, consisting of fabricated products went to other business enterprises, most 
of them small. in all, Reynolds Metals Co. served about 5,000 accounts in 1950. 
Over 90 percent of these accounis were relatively small, nonintegrated fabricators, 
jobbers, or dealers. In addition, Reynolds distributors, in every seetion of the 
country sold Reynolds mill products to a large number of smal! fabricators and 
manufacturers in each area, 

In the light of these facts as to the structure of the aluminum industry and the 
nature of Reynolds Metals’ shipments, the statement by one witness that the 
17,000 fabricators ‘“‘have been in a squeeze’’ (p. 278) because Government sheet, 
rod, and extrusion mills were leased and sold to primary producers is wholly 
unjustified. These and similar mills provide and make possible the kind of 
aluminum which most of the nonintegrated fabricators use, and do not deprive 
these fabricators of their raw material. Other statements (pp. 652, 946, 1453) 
that primary ingot “used” by Reynolds Metals to make various products became 
for the manufacturing operations of nonintegrated fabricators are 


t 
+} 


unavailable 
also fallacious to the extent that Reynolds merely processed the ingot inte 
form in which it was useful to these fabricators. As shown, 77 percent of Reve 
nolds’ 1950 shipments consisted of these types of raw or semifinished aluminum. 

Similariv, the references (p. 197) to Revnolds Metals’ shipments of ing 
tabulated in the Department of Justice Alcoa antitrust brief, are no ir 
whatever of the extent to which Reynolds Metals aluminum is supplied 
integrated fabricators in the forms they need for their 
Metals’ ingot shipments are presented in more detail under 

From the viewpoint of Reynolds Metals Co., its future and prosperity is closely 
linked to that of the nonintegrated fabricators. As Mr. Reynolds emphasized 
in his statement to the Senate Small Business Committee, on January 26. 1951, 
the small fabricators ‘‘constitute the markets, and the only markets, for the bulk 
of the aluminum produced by fevnolds Metals Co. and the other United States 
producers. Consequentiy, as we in Revnolds Metals see it, this committee’s 
efforts on behalf of the small aluminum manufacturers will help us maintain the 
markets and outlets which we have been trying to hard so develop since the end 


of World War II.’’ 


e 


II. REYNOLDS METALS SHIPMENTS OF INGOT TO OUTSIDE CUSTOMERS 


Although, as explained in section I, the nonintegrated fabricator, as a user of 
primary aluminum, requires most of it in the form of sheet and other mill products 
and relatively little of it in ingot form, such frequent reference was made during 
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the hearings to Reynolds Metals ingot shipments that we want to report what 
the actual facts are: 


Reynolds metals ingot shipments to outside customers 





| 
| Percent 
Thousands | total Rey 
| of tons | nolds Meta 

shipment 


12, 047 | 
11, 901 
36, 890 


53, 112 





These statistics show that Reynolds shipments during the past 2 years have 
averaged over 20 percent of the total company shipments, considerably more than 
the “6 percent” frequently mentioned during the hearings. Two entirely different 
“6 percent” figures were confused during the hearings. One was based on a 
Justice Department tabulation which showed that Reynolds supplied 5.6 percent 
of the ingot sold in the United States market during 1946-49 (p. 407). This is 
no indication, however, of what proportion of Reynolds’ total] shipments were ir 
ingot form and we are confident that the Justice Department did not intend to so 
represent through this tabulation. 

Richard 8. Reynolds, Jr., in the course of his testimony was asked ‘Show much 
virgin metal did you produce which you sold outside of your own business?” 
(p. 217). In reply he indicated that “at first it was very little’? but “in the last 
2 years we have been selling more’ (pp. 217-218), as borne out by the above 
tabulation. Then to indicate that sharp change he said that it had varied from 
‘15 down to 6 percent, roughly” (p. 218). The 6 percent was intended to indicate 
the low point and not the average or most recent figure. 

The inaccurate “6 percent”’ figure, in contrast to the actual 22 percent for 
1950, resulted in the false impression that Reynolds has sold a lesser share of its 
metal in ingot form than Alcoa has (pp. 952, 1434). The fact is that Alcoa re- 
ported 1950 shipments of pig and ingot to others as ‘‘23.8 percent of our produc- 
tion’”’ (p. 1064). Since Alcoa received large amounts of pig or ingot during 1950 
from the Aluminum Co. of Canada, this percentage would be lower if it was 
based on Alcoa’s total shipments, rather than its production. Reynolds’ 1950 
ingot shipments, being 22 percent of its total shipments therefore is proportion- 
ately as great or perhaps greater than those of Alcoa. 


Ill REYNOLDS METALS’ ENTRY AS AN ALUMINUM PRODUCER 
(See transcript at pp. 18, 44, 269, 281, 1040, 1292, 1413) 


Various witnesses have erroneously asserted or implied that the Federal Gov- 
ernment “‘put’’ Reynolds Metals Co. in the aluminum-producing business during 
the war or since the war. The fact is that Reynolds Metals became a producer 
of primary aluminum in 1941 at its own risk and on its own initiative, over the 
opposition of those in Government responsible for defense production and capacity 
expansion. Here is the chronology of facts: 

May 1940.—Reynolds Metals urged greater capacity expansion in the United 
States but neither the Government nor the producer agreed that such expansion 
was needed. 

August 1940.—Reynolds Metals undertook to become the first independent 
producer. It obtained an RFC loan without any special Government con- 
cessions. It gave the RFC a first mortgage on its 18 profitable manufacturing 
plants and was to pay 4 percent interest. As the Government’s official history 
of the World War II aluminum program puts it “the loan to Reynolds was 
regarded by the RFC as strictly a business proposition and ‘not necessarily as a 
defense project’’’ (p. 14, Civilian Production Administration, Special Study 
No, 22, July 15, 1946). 

As to aid from Government defense production officials, this same history 
states that the National Defense Advisory Commission had not been consulted 
on this loan and its Raw Materials Division “had arrived at the conclusion that 
no additional aluminum capacity was necessary for the national defense program 
or essential civilian requirements.’’ Nevertheless ‘““members of that Division did 
interest themselves in the Reynolds loan and were opposed to it’’ (pp. 14-144 
CPA, Special Study No. 22, July 15, 1946). 
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May 1941.—Reynolds Metals first aluminum producing plants went into 
production. 

Both the Truman committee, during the war, and the Senate Small Business 
Committee after the war, thoroughly investigated aluminum expansion during 
World War II. Senator Truman, speaking on May 18, 1942, from the floor of 
the Senate said: 

“TI can testify from evidence before the committee, of which I have the honor 
to be chairman, that Mr. Reynolds risked all he had in order to help the country 
obtain the necessary aluminum supplies for the construction of planes, tanks, 
and guns. Mr. Reynolds is a patriotic citizen. He risked everything he had. 
He was dependent absolutely on the Aluminum Co. of America for his supplies 
of aluminum for his own business, and he took the chance of losing everything 
he had.” 

The Senate Small Business Committee, in its interim report of September 10, 
1945, discussed the Government’s concessions to Alcoa and recommended that: 

“Government loans made to Reynolds on terms less favorable than loans made 
to the Canadian company, should be renegotiated. It would seem to be inde- 
fensible for the Government to exact harsher terms from United States operators 
than those given to the newly created giant competitor across the border.” 

In other words, there was discrimination against Reynolds, not in favor of it. 

The present status of the RFC loans to Reynolds Metals Co. indicates how 
sound a commercial banking loan it was. The net effect is that the Federal 
Government loaned Reynolds $46,000,000, and has thus far received $105,300,000 
and Reynolds still owes $29,000,000 plus the interest on that unpaid principal. 
The testimony of Mr. Reynolds, at pages 152-154 of the transcript, shows the 
details. 

In connection with its initial efforts to become an aluminum producer, Reynolds 
Metals Co. received no assistance from any other producer. It had to make 
its own arrangements for bauxite supplies, chemicals, and carbon. Reynolds 
Metals entry into the aluminum producing field was therefore completely inde- 
pendent of any other producer and without the benefit of any Government con- 
cessions, guaranties, or cost-plus arrangements. 

teynolds Metals Co. had all the disadvantages of a newcomer. No Govern- 
ment aid was available to it to “equalize” the advantages enjoyed by Alcoa as 
a result of being this country’s sole producer for over half a century. Conse- 
quently, Reynolds RFC financing, on a commercial banking basis, was more 
expensive than financing available to Alcoa. The power contracts with TVA 
were at a higher rate than TVA was charging Alcoa under an earlier contract 
and far above the cost to Alcoa of the power generated in its own plants. The 
bauxite which Reynolds Metals was able to obtain in 1940-41 was also high cost 
compared to Alcoa’s ore. Nevertheless, despite all of these obstacles and dis- 
advantages, Reynolds Metals took the risk and became an independent producer 
of aluminum, bringing competition for the first time into that branch of the 
industry. 


IV. REYNOLDS METALS’ ACQUISITION OF GOVERNMENT PLANTS 
(Transcript at pp. 548, 909, 980) 


At the close of World War II, the Government asked a very large number of 
companies to bid on the Government-built war aluminum plants. Only a very 
few responses were received. Reynolds Metals Co. on the other hand had made 
very clear its interest in continuing these war plants in operation for peacetime 
needs as early as February and March 1945. It was the first to offer the Govern- 
ment guaranteed minimum rentals, at a time when the general feeling was that 
the United States market would be glutted with war surplus and scrap for years to 
come. It was also the first to consummate leases for some of these plants in Janu- 
ary 1946. Every plant leased by Reynolds Metals was available to any other 
independent at the time on a competitive bid basis. Reynolds was successful in 
leasing these Government plants only when it was the only company willing to 
make a bid or when its offer was more remunerative to the Government than any 
of the others. 

At the time these plants were leased to Reynolds and others, it was Govern- 
ment policy to dispose of these facilities to create integrated independent pro- 
ducers capable of competing against Alcoa. The Surplus Property Board, in its 
report of September 21, 1945, recommended that the Government ingot plants 
“be offered to competitors of Alcoa” and that Government fabricating plants be 
first offered to the operators of these ingot plants ‘‘to enable them to integrate 
their business more favorably” (pp. 51-52 of the report). Pursuant to these 
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policies, endorsed by Congress after extensive hearings, Government plants were 
leased to Reynolds and Kaiser, as well as to nonintegrated fabricators such as 
Harvey Machine. 

Since the fact that Government policy not only permitted but favored integra- 
tion has been strongly disputed by a witness during these hearings (transcript 
at p. 548), we would like to quote the War Assets Administration report of 
February 12, 1947, on the leasing of the Troutdale plant: 

“Surplus plant disposals have strengthened Alcoa’s competitors by enabling 
them more fully to integrate their operations, and by giving preference to com- 
panies which could make maximum use of facilities acquired. * * * In the 
case of the very desirable Troutdale, Oreg., reduction plant, lease bids were 
received from Kaiser Cargo, Inc., Asarco Aluminum Corp. (a company controlled 
by the American Smelting & Refining Co.), and the Reynolds Metals Co. One 
reason for acceptance of the Reynolds offer was that Reynolds was the only one of 
the three bidders who contemplated making full use of all four pot lines in the 
plant. But the principal factor in the decision to award the plant to Reynolds 
was the lack of sufficient metal-producing facilities to permit Reynolds to supply 
the needs of its owned and leased fabricating facilities. Reynolds operates 
fabricating facilities having an annual wartime capacity of over 250,000 tons 
while its primary metal capacity without Troutdale was only 115,000 tons. It 
was also felt that the lease of Troutdale to Reynolds would increase the rentals 
payable to the Government on the Hurricane Creek alumina plant, and on the 
fabricating plants leased to Reynolds, primarily the McCook sheet mill, and the 
Grand Rapids extrusion plants. Rentals of these plants are dependent upon 
production, and it appeared probable that the operation of the Troutdale plant 
would require greater production of alumina, and would afford more manufacture 
of fabricated products” (pp. 11—12 of the report). 

Unquestionably it was Government policy to encourage integration of the 
independent producers in order to make them more effective competitors of 


Alcoa. 


V. REYNOLDS MI rAL’S PURCHASES OF GOVERNMENT STOC} PILE METAL 


(Transcript, pp. 598, 576, 963, 965, 969) 


In the discussion of the Government’s disposal of its stockpile at the close of 
World War II, statements have been made during these hearings that: 

i. It was sold below the market price. 
2. Reynolds and Kaiser purchased the bulk of the metal. Neither statement 


is true. 

The Office of Metals Reserve, in the Reconstruction Finance Corporation, 
disposed of aluminum from the Government stockpile during the vears 1946 
through 1948. Sales were made to purchasers and in the amounts recommended 
by the Civilian Production Administration. Monthly allocations were made and 
reduced to a contract between Metals Reserve and the purchaser, a typical copy 
of which is attached. 

As to price, these contracts provided that: ‘‘The price for pig aluminum shall 
be that quoted in the American Metal Market for primary aluminum, pig grade, 
99 to 99.74 percent, delivered to destination specified by buyer for the date of 


4 


shipment.” 
It was further provided that: ‘For aluminum of 99.75 to 99.79 percent grade 


there shal! be added to the aforesaid price, one-half cent per pound.”’ 

The American Metal Market is a daily metal trade paper and it publishes the 
prevailing market price. The premium for higher purity metal was also the 
same as prevailed in the market. All stockpile metal was therefore purchased 
at market prices prevailing on the date of shipment. 

To prevent speculation in this stockpile metal, the contracts further provided 
that ‘‘In the event you shall sell any pig aluminum purchased hereunder at a 
price in excess of that set forth herein for the grade of aluminum so sold, the 
excess thus realized is to be remitted to this Corporation” (RFC). Thus, the 
purchasers of this metal could not take advantage of shortages to resell this 
metal at a profit. 

The Civilian Production Administration determined how much was to go to 
each company. Applications for such metal were submitted to the Aluminum 
and Magnesium Section of that agency. It, in turn, made the recommendations 
pursuant to which Metals Reserve sold the metal. 

Aleoa purchased almost three times as much of this metal as did Reynolds 
Metals Co. As stated in these hearings by Alcoa, its purchases aggregated 
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112,500 tons (p. 1005, transcript). Reynolds Metals Co. purchases totaled 
42,500 tons and Kaiser’s purchases, according to our information, were 23,500 tons. 

Instead of Reynolds and Kaiser getting most of it, Aleoa purchased almost 
three times as much as Reynolds and almost twice as much as Reynolds and 
Kaiser combined. 

The purchase of this stockpile metal by Reynolds Metals benefited the largest 
group of nonintegrated fabricators and did not hurt them. These fabricators, 
especially in 1946, were seeking aluminum sheets, rods and extrusions, not ingots, 
to make a host of civilian products. As pointed out in section I above, primary 
ingot is useless to most of the nonintegrated fabricators. They use the mill 
products, especially sheet. During the years 1946 through 1948, with the help 
of this stockpile ingot to supplement its own production, Reynolds Metals was 
able to roll and ship to outside customers a total of 253,250 tons of sheet as well as 
other mill products required by the nonintegrated fabricators. 


[Typical contract covering purchases from Government stockpile, 1945-48 


RECONSTRUCTION FINANCE CORPORATION; 
Orrick oF METAL RESERVE, 
Washington, D. C., October 31, 1948. 
REYNOLDS Merats Co., 
Richmond, Va. 
GENTLEMEN: In conformity with a recommendation from the Civilian Produc- 
tion Administration, Reconstruction Finance Corporation will sell to you: 


\Taterial Grade ninimum a 
¢ itv VE GUCT Las hape rage purit 
Quantity (primary Shape erage purity per car 
ss 100 
Approximately 2,500,000 pounds Aluminum Pig 19.75 to 99.79 percent, 
Approximately 7,500,000 pounds. - - . do do 19 to 99.74 percent. 


at the price set forth in the exhibit attached hereto and made a part hereof, f. 0. be 
railroad cars at destination in the United States designated by you. ‘The material 
is to be shipped as promptly as possible during November 1946 from our stock- 
piles in the United States upon receipt of (1) your shipping instructions satis- 
factory to us, and (2) provisional payment as hereinafter provided. 

In the event you shall sell any pig aluminum purchased hereunder at a price 
in excess of that set forth herein for the grade of aluminum so sold, the excess 
thus realized is to be remitted to this corporation. You shall provide us with a 
certificate in acceptable form setting forth (1) that sales have or have not been 
made at prices corresponding to the aforesaid price schedule, and (2) if the alumi- 
num is sold at a price in excess of that established for the grade in question, the 
quantity so sold. 

Preliminary payment computed on the basis of 14% cents per pound for the 
aluminum of 99.75 to 99.79 percent grade and on the basis of 14 cents per pound 
for the aluminum of 99 to 99.74 percent grade shall be made by certified check 
payable to Reconstruction Finance Corporation prior to delivery, with final 
payment and adjustment, if any, to be made upon presentation of our invoice 
with certificates of weights and analysis attached. 

Due to present shipping difficulties, the full tonnage allocated to you by the 
Civilian Production Administration, for delivery during November 1946, is not 
included herein. We will review this matter later in November and if shipping 
conditions warrant, due consideration will be given to furnishing you another 
agreement covering the balance of the amount so allocated. 

Notwithstanding any other provision hereof, this agreement will terminate 
automatically, without penalty, as to any aluminum remaining unshipped after 
December 15, 1946. 

Please sign and return the enclosed copy hereof to the undersigned, whereupon 
this letter will constitute the sales agreement for this material, subject to the 
additional terms set forth on the attached exhibit. However, this offer shall be 
void and of no effect unless accepted by you, and your acceptance returned to us, 
within 10 days from the date hereof. 

Very truly yours, 
RECONSTRUCTION FINANCE CORPORATION, 
By GEORGE 8. JEWETT, 
Deputy Director, Office of Metals Reserve 


ROS61 51 ser. 1, pt. 1——56 
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Exursir (ALUMINUM) OcTOoBER 3, 1946 


Price.—The price for pig aluminum shali be that quoted in the American Meta 
Market for primary aluminum, pig grade, 99 to 99.74 percent, delivered to desti- 
nation specified by buyer for the date of shipment (if no market quotation for dat: 
of shipment, then the first quotation so published following date of shipm« 
shall govern). For aluminum of 99.75 to 99.79 percent grade there shall be added 
to the aforesaid price, one-half cent per pound. Date carrier acknowledges receipt 
of shipment as evidenced by date of its signed acceptance on bill of lading or date 
of trucker’s or lighterman’s receipt, as the case may be, shall be conclusive as | 
date of shipment. 

Shipping instructions.—Shipping instructions satisfactory to seller to be given 
by buyer to seller promptly upon buyer’s receipt of this letter agreement. If 
satisfactory shipping instructions are not received by seller within 10 days from 
the date of this agreement, seller may at its option cancel this agreement. 

Ouality.— Material shall conform to specifications B 39-22 of the America 
Society for: Testing Materials, which specifications shall govern all claims for 
alleged defect. 

Weighing and analysts.—Producer’s certificates of weight and analysis shall hb 
conclusive 9s to quantity and quality. 

Special condition.—In the event of any breach of this contract by the buyer or 
upon the bankruptcy or insolvency of the buyer, the damages of seller shall be 
measured by the then difference, if any, between contract price and market price 
of the quantity of product unshipped and/or unpaid for. 

Taxes and duty.—All taxes, imposts and/or duties (excepting import duties 
imposed and/or levied by or payable to the Federal Government and/or to any 
State or municipal government or any subdivisions thereof upon this contract or 
upon any or all of the merchandise covered hereby or upon any transaction or 
delivery hereunder or upon the purchase price pavable hereunder, shall be for the 
account of, and are assumed by, the buyer, whether such taxes, imposts and/or 
duties shall be paid or be payable by the seller or otherwise. 

Force majeure.—If the performance of any part of this agreement by either 
seller or buyer is prevented, hindered or delayed by reason of any cause or causes 
beyond the control of seller or buyer, then the seller or buyer, as the case may be, 
shall be excused from such performance during the continuance of any such 
happenings or events. 

Congressional clause—No Member of or Delegate to the Congress of the United 
States shall be admitted to any share or part of this agreement or to any benefits 
arising therefrom, but this provision shall not be construed to extend to this 
agreement, if made with a corporation for its general benefit. 


VI. REYNOLDS METALS CUSTOMER RELATIONS EASTERN METAL PRODUCTS CO.,, 
TUCKAHOE, N. Y. 


(Transcript, pp. 549, 552, 554, 565, 566, 568, 574, 576, 581, 582, 5 


2, 586, 587, 588, 
628, 629) 


S4 


’ 


Mr. Troy, of Eastern Metal Products Co., is the only one of the nonintegrated 
fabricators appearing before the committee during the 3 weeks of hearings to have 
specifically mentioned Reynolds Metals as having failed to serve him properly. 
Others, such as Mr. Dynner of Metal Trims, Inc., made general statements about 
getting too little metal from the primary producers, but when he became specific 
he testified that: 

““Now, a week or two weeks before Korea the three producers were at our door- 
steps inviting us to purchase metal. I might say we had continuously remained 
an exclusive customer of Alcoa’s. They have been our only supplier—our one 
and only supplier. Others were at our doorstep asking us to buy billet from them 
on equal terms, that is, on the same terms. But, since our supply was adequate 
and our relations were excellent there was no need to make any further arrange- 
ments” (p. 527, transcript). 

Reynolds Metals, therefore, has been turned down by Metal Trims rather than 
having refused to serve. In fact Reynolds salesmen have called on this company 
repeatedly for over 3 years without success. 

Mr. Troy, however, was extremely vehement in his repeated references to 
teynolds Metals. Rather than retort in similar fashion, we prefer to present 
the plain facts, and let the committee judge for itself whether Reynolds Metals 
has been fair and reasonably diligent in its efforts to supply ingot to Eastern 
Metal Products Co. 








Om 
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Eastern Metal Products is a permanent mold foundry and therefore its principal 
raw material is secondary ingot or scrap. Reynolds Metals, as a primary producer, 
is a regular producer of primary ingot but its production of secondary ingot 
depends on how much scrap is available to it. Consequently, in time of shortages, 
Reynolds along with all other scrap users finds it difficult to purchase adequate 
quantities of scrap. 

Here is the record of Reynolds’ efforts to sell metal to Eastern: 


A. Reynolds repeatedly tried to sell secondary ingot to Eastern, without ever succeeding 

1. Reynolds took the initiative in offering secondary ingot by letter of February 
21, 1946, without success. 

2. Rey nolds quoted prices on July 23, 1947, in response to Eastern’s inquiry of 
July 9, but again no sale materialized. 

3. On June 10, July 17, October 10, and November 28, 1949, a Reynolds 
salesman called at Eastern’s office in an effort to sell ingot, without any success. 

4. On February 9, 1950, another call was made at Eastern’s office and this time 
some interest was expressed in a possible purchase of Reynolds ingot, if we could 
meet their special specifications. 

5. At the end of February 1950, the Reynolds salesman again contacted Eastern 
and more data was requested. This data was forwarded on March 10. By letter 
of March 16, Eastern indicated it would place a 2,000-pound order “for test and 
trial purposes’”’ provided we agreed to meet its special specifications. The sales- 
man, to persuade the home office to accept this small order despite the special 
control it required, wrote: 

“T have been working very hard over the past year to develop this account and 
it now looks as if this would be an opening wedge for us. As a consequence, 
I would appreciate your doing what you can to meet customer’s requirements on 
this job.”’ 

bow decision was to accept this order and Eastern accordingly issued its formal 
purchase order. 

6. A routine request for information by Reynolds Metals credit department, a 
regular procedure with an initial order, was refused by Eastern. The Reynolds 
Metals salesman called at. Kastern’s office to explain the need for such data as a 
basis for future credit. Eastern refused to give any information and so the pur- 
chase order was returned to Eastern on May 1, 1950. At the end of Julv when 
Eastern was eager to get metal it indicated complete readiness to supply any 
credit information to Reynolds. Apparently, back in April it was not particu- 
larly anxious to get on the Reynolds books as a customer. 


B. Eastern tries to buy Reynolds ingots in time of shortages only, 

The only time Eastern was really interested in buying secondary ingot from 
Reynolds was in times of metal shortages, when anyone making that kind of ingot 
was having extreme difficulty in getting the necessary scrap. 

1. On November 11 and 14, 1946, when metal was in short ‘supply, Eastern 
sought quotations on secondary ingot conforming to its own special specifications. 
By letter of November 21, 1946, Reynolds indicated that it could not supply this 
type of metal at that time and concluded with the statement that ‘“‘we believe 
this condition (the shortage) to be temporary and look forward to being able to 
serve vou in the near future.” 

2. During the shortage of 1948, Eastern requested prices on February 5, but on 
February 17 Reynolds replied that the shortage made it impossible to take on a 
new customer at that time. On May 14, Eastern requested prices and quantities 
on a variety of secondary ingots and scrap alloys. On August 10, Eastern offered 
to buy sheet as well as secondary ingot. In neither instance could Reynolds 
supply the metal and so informed Eastern. 

3. On July 26, 1950, a month after the Korean War started, Eastern again 
sought to buy secondary ingot. As in 1948, a serious shortage had developed and 
Reynolds was unable to take on a new customer. 

Although Reynolds never succeeded in selling aluminum ingot to Eastern, it 
had attempted to establish a friendly business relation with that company. For 
example, on September 18, 1946, Reynolds referred to Eastern a company in- 
terested in purchasing castings. Another such prospective customer was also 
referred to Kastern on May 26, 1947. 

Mr. Troy had no justification whatever for the assertion that “the situation was 
one where they would not sell metal and you couldn’t place an order at a time 
when you could get metal because if the picture changed momentarily, you just 
didn’t get fulfillment of your order” (p. 554, transcript). As shown above, 
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Reynolds Metals tried repeatedly to sell secondary ingot to Eastern Metal 
Products “‘at a time when you could get metal’ but Eastern was never truly 
interested at such times. Again, in discussing the Government’s sale of stockpile 
ingot to the primary producers, Mr. Troy said that he was ‘‘a regular customer’”’ 
for metal of the three producers (p. 574, transcript). That is not true with respect 
to Reynolds Metals since we have never managed to sell him a single pound of 
ingot. Similarly, his sweeping charge that he “‘was turned down more or less cold 
on all accounts” (p. 574, transcript) is grossly misleading and not at all applicable 
to his experiences with Reynolds Metals. 

In his other comments on Reynolds Metals, Mr. Troy has been equally remote 
from the truth. He charges that Reynolds Metals “reduced their basie pro- 
duction” in 1949 and insinuates that it was done to create an artificial scarcity 
(p. 581, transcript). As Mr. Reynolds testified the primary aluminum production 
of Reynolds Metals Co. rose ‘‘each year since the war, from 93,500 tons in 1946 
to 216,500 tons in 1950’ (p. 164, transcript). 

Mr. Troy also criticizes Reynolds Metals at length for having shut down 
producing facilities in 1947 (p. 582-4, transcript). He himself itemizes some of 
the losses to the primary producers resulting from these shut-downs. Reynolds 
Metals made every effort at the time to avert this shut-down. Unfortunately, 
the market was glutted with ingot at the time and those ingot users, including 
Mr. Troy, who complain in times of shortages that they cannot get ingot from 
the prime producers were unwilling to place orders with Reynolds Metals which 
could have prevented the shut-down. It is easy for Mr. Troy to dismiss Mr. 
Reynolds’ explanation that lack of funds forced the shut-down but Reynolds 
Metals could not dismiss that reality in 1947 and it had to take all the losses 
which flowed from that shut-down. That shut-down represents the serious injury 
done to Reynolds Metals at the time by some of its competitors, esneviallv the 
Aluminum Co. of Canada, and not the arbitrary and malevolent action by Rey- 
nolds Metals into which Mr. Troy tries to distort it. 

Judge Knox, in his Alcoa case opinion of June 2, 1950, described the 1947 
shut-down as follows: 

‘“‘A temporary decline in orders reduced Reynolds’ cash account from 17.2 
millions of dollars in October 1946, to 6.6 millions by June 1947. The company 
was obliged to increase its bank loans, and even shut down the Longview reduction 
plant, because of insufficient working capital’’ (p. 102 of the opinion). 

There is every reason to believe that Mr. Troy knows these facts. He was a 
witness at the 1949 Alcoa antitrust hearings during which Mr. Reynolds explained 
this situation. He was also active in the tariff proceedings and that situation was 
again fully explained in the Reynolds Metals tariff brief of March 23, 1950. But 
apparently neither the facts nor Judge Knox’s interpretation of them suited Mr. 
Troy’s purposes. Ever since it became a producer in 1941, Reynolds Metals has 
been a leader in the struggle to get more production and more capacity in this 
country, just as.it is today. 

Referring to the tariff proceedings, Mr. Troy implies that as late as October 
1950 Reynolds Metals Co. was actively seeking a higher tariff (pp. 581, 584, 
transcript). The fact is that after the Korean War developed, Reynolds Metals 
indicated to the Tariff Commission (about August 15) that in view of the war 
and the uncertainty as to when peacetime markets would return, a postponement 
of the aluminum tariff proceeding might be in order. Subsequently, the pro- 
ceeding was ended without any action for or against a change in the tariff. 

Equally inaccurate is Mr. Troy’s repeated charge that Reynolds and Kaiser 
obtained the “bulk” of the Government’s ingot stockpile in 1946, 1947, and 1948 
at below market prices of 12% or 13 cents (pp. 568, 576, transcript). The facts 
on that stockpile have already been outlined in the preceding section V, namely 
that Alcoa purchased almost three times as much of the stockpile ingot as did 
Reynolds, and about double the combined total for Reynolds and Kaiser, and 
that sales to all purchasers were at market prices prevailing at time of shipment. 

Throughout his testimony, Mr. Troy has referred to the three producers as 
constituting a “Big 3” or a “‘monpoply” and at times characterized Reynolds 
Metals and Kaiser as ‘“‘worse”’ than Alcoa. At no point does he buttress these 
characterizations with any kind of facts which would cast even the slightest 
doubt on the independence of Reynolds Metals from the other producers. We 
therefore consider these remarks as nothing more than a reflection of his basic 
attitude toward Reynolds Metals. 
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GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., February 14, 1951. 
Hon. EMANUEL CELLER, 
House of Representatives, Washington, D. C. 

Dear Mr. Ce.ter: In the course of my testimony before your committee on 
January 23, in response to a question from Mr. McCulloch, I promised to supply 
the committee with information regarding the sale of aluminum metal by the 
Government immediately following the war. 

The report of the Surplus Property Board to Congress on aluminum plants 
and facilities dated September 21, 1945 (p. 40), points out that approximately 
1,432,500,000 pounds of aluminum was owned by the Federal Government, of 
which 368,300,000 pounds was in the form of primary ingot, 7,200,000 pounds of 
secondary ingot, 57,000,000 pounds of scrap, and 1,000,000,000 pounds estimated 
recoverable from obsolete or damaged aircraft. This was in addition to a supply 
of 3,142,000,000 pounds of primary and scrap metal held by the aluminum in- 
dustry in inventory. It was feared that the existence of such a large quantity 
of aluminum pss Ah the market would present a serious menace to the 
aluminum industry. 

At that time disposal of the metal was subject to the following regulations: 

1. Aluminum left over.as a result of cancellation of war orders might be re- 
tained by the contractor or turned back to the Federal agency that placed the 
original contract, in accordance with regulation 9 of the Surplus Property Board. 
If retained by the contractor, he would pay 50 percent of cost or market price, 
whichever was lower, except in the case of scrap which was priced at the pre- 
vailing market. 

2. Metal turned back by contractors to Federal agencies and other metal 
owned by Federal agencies if not required by the agency was to be declared sur- 
plus and then become subject to the stockpiling provisions of the Surplus Property 
Act (see. 22). That portion which met the specifications set by the Army and 
Navy Munitions Board was turned over to the Treasury Procurement Division 
for stockpiling. 

The Surplus Property Board recommended the following policies in connec- 
tion with the disposal of Government-owned surplus aluminum: 

1. The Board to issue at periodic intervals a statement to industry of the cur- 
rent and prospective inventories of aluminum metal both in the hands of private 
industry and Federal agencies. This statement would enable large consumers of 
metal to plan their production schedules ahead. 

2. The Board to revise, if necessary, the floor-price schedule under which dis- 
posal agencies may sell aluminum metal under Surplus War Property Admunistra- 
tion regulation 5, as amended, in order to assure industry of an adequate supply 
of secondary ingot at a proper price, the exact figure to be determined in con- 
sultation with various industrial consumers of aluminum. 

3. The Board will take appropriate measures in connection with the disposal 
of aluminum owned by the Government to spread the supply, to prevent hoard- 
ing, and to stimulate competition in processing metal. 

4. The Board will recommend that metal other than standard primary ingot 
or pig be exempt from stockpile arrangements so that it may be distributed to 
industry in accordance with the foregoing policies. 

So great was the demand for aluminum metal for postwar construction and re- 
conversion that existing supplies in government and private hands were insuffi- 
cient to meet the demand and the Government found it desirable to ration such 
metal as was not suitable to be placed in the stockpile. The Civilian Production 
Administration, through its Material Distribution Division and later the Office 
of Liquidation, distributed the metal equitably among the three aluminum pro- 
ducers, Alcoa, Reynolds, and Permanente. 

Sincerely yours, 
Jess Larson, Administrator. 





STUDY OF MONOPOLY POWER 


ALUMINUM Co. oF AMERICA, 
Pitisburgh, Pa., February 16, 1951. 
Hon. EMANUEL CELLER, 
Chairman, Subcommittee on Study of Monopoly Power, 
Committee of the Judiciary, House Office Building, Washington, D. C. 

Dear CONGRESSMAN CELLER: Please refer to your letter of February 6 and 
your questionnaire, dated February 8, 1951. 

I am enclosing herewith the completed questionnaire. Much of the detailed 
information supplied in the replies to this questionnaire is of the character which 
we have always deemed confidential. We, therefore, respectfully request that to 
the extent that replies from any other present or prospective producers to this 
questionnaire are treated as confidential by you and the committee, we be ac- 
corded the same consideration. 

In reference to the questions raised in your letter of February 6, the estimated 
percentage of profit on the total capital investment can be determined for the pig 
production expected from the new facilities from the replies to the questionnaire, 
dated February 8. The amount of calculated annual profit is $3,840,000, deter- 
mined by multiplying the estimated annual pig production of 240,000,000 pounds 
by the profit per pound of 1.60 cents as shown in answer [I—D of the question- 
naire. This calculated profit is 3 percent on the total capital investment of 
$135,500,000 as shown in note 3 in answer to section I of the questionnaire. This 
calculated profit represents earning before Federal taxes and reflects inclusion in 
costs of depreciation on a 20-year basis and interest on total capital investment at 
3 percent per annum. 

Our north plant sheet mill for 1950 shows estimated earnings of 4 percent on 
total capital investment. This calculation is based on 18-cent pig, current costs, 
depreciation on a 20-year basis using present day construction costs (double the 
actual construction ¢ost of the North plant built about 10 years ago), interest on 
capital investment at 3 percent and current sales prices for sheet. 

Farnings for the north plant sheet mill for 1950, based on depreciation on a 
20-vear basis on actual construction costs, and adjusted to reflect current operat- 
ing costs including pig at 18 cents and current sales prices, amount to 11% per- 
cent on the total capital investment. A similar calculation for pig production 
from three pot lines of our Vancouver, Wash., reduction plant and alumina from 
our Mobile, Ala., plant shows earnings of 12 percent on capital investment. 

In determining the 1950 earnings as outlined above for both the north plant 
sheet mill and the 3-pot-line Vancouver reduction plant we have used a rate 
for Federal income tax which it is now estimated Alcoa will pay on its 1950 
earnings. You will recognize that under the present law the rate will be con- 
siderably higher for 1951 and with the enactment of a new tax law the rates can 
be expected to be further increased. Therefore, with similar gross earnings from 
these operations in this and future years it can only be expected that the profits 
will be substantially less. 

As reported on page 1020 of the transcript of the hearings before the Sub- 
committee on Studv of Monopoly Power, you asked me, “How many secondary 
producers are there?’ I replied that I would recognize at least 35 to 50 as major 
participants and that I would think there were probably quite a few other small 
ones, but that I did not have the exact number in mind. You stated that you 
thought there were more than that and asked that I recheck our records. 

I have been glad to examine into this matter. I would refer you to National 
Production Authority Order M-—22 as amended January 23, 1951, in which is 
listed 32 secondary aluminum smelters. I think we can properly infer that this 
list contains substantially all of the major secondary aluminum smelters. How- 
ever, as I testified, I am sure there are many other small smelters although I 
doubt if the total number, major and small, is much, if any, more than 100. 

I trust that all of this additional information being supplied to you will be 
helpful in connection with the study being made by your subcommittee. 

Sincerely yours, 
I. W. Witson, Senior Vice President. 
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DEPARTMENT OF COMMERCE, 
NATIONAL PropucTION AUTHORITY, 
Washington, February 28, 1951. 
Mr. C. Murray BERNHARDT, 
Committee Counsel, House Judjciary Committee, 
Old House Office Building, Washington, D. C. 

Dear Mr. Bernuarpt: As requested, we list below the total production of 
primary aluminum during January 1951, and the amount sold as finished products 
by the three primary producers: 


Alcoa Reynolds Kaiser 





Pounds Pounds Pounds 
Primary metal (including purchases) 1 75, 926, 000 46, 893, 630 1 25, 294, 429 
Used in manufacture ‘ 9, 325, 738 &, 463, 926 2 2, 200, 000 
Sold as ingot, sheet, rod, extrusions, etc.—raw materials 
for further fabricating, including Government stock- 
pile_. ; a sdidiiedeieial 66, 600, 262 38, 329, 704 23, 094, 429 


! Includes estimated figure for purchased metal; actual not available. 

? Estimated; actual not available. 

While some of the above figures are based partly on estimates, these represent 
a minor proportion of the total and are believed to be very close to the actual 
quantities involved. 

Sincerely yours, 
T. A. Lyncua, 
Deputy Director, Light Metals Division, Industry Operations Bureau. 


ALUMINUM, THE INDUSTRY AND THE Four Norta AMERICAN PropvucerRs 
By the First Boston Corp., New York, January 19, 1951 
I. THe METAL AND THE INDUSTRY 
HISTORY AND GROWTH 


Metals, industries, companies—like people—have careers. Among the com- 
mercial metals, few have had careers as interesting as aluminum, and none have 
so quickly won as wide acceptance. The most abundant metallic element in the 
earth’s crust, it is unfailingly found locked with other substances. Inability to 
solve the chemical puzzle delayed the separation of aluminum from its ores until 
1825, when a Danish chemist, Hans Christian Oersted, first extracted a sample of 
impure aluminum from common clay. For the next 61 years, extraction of the 
metal was both expensive and difficult. At one time it was more costly than gold, 
and Napoleon III used an aluminum dinner service for his more important guests, 
in preference to gold, silver, or porcelain. 

The commercial history of the metal dates from 1886, when two scientists, 
Héroult in France and Hall in the United States, independently developed the 
process which was to launch aluminum on a course that, within 64 years, found it 
ranking among the five most widely used metals in the world. In other words, 
in the span of one lifetime aluminum has grown to a point in usefulness which 
other commonly used metals took centuries to reach. Measured by volume (i. e. 
in cubic feet), it ranks second; measured by tonnage produced, it is now exceeded 
by steel, copper, lead, and zine. A conservative estimate indicates that there are 
today at least 4,000 end uses of aluminum. 

The story of the North American industry is even more extraordinary. Initial 
progress was slow, while ingot prices were successively reduced from $5 in 1886 
down to 22 cents per pound in 1910. At this point, it began a phenomenal period 
of increase, expanding over fiftyfold in 40 years, as against a twenty-four-fold 
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expansion by the rest of the world. A record of its accomplishments (show 
graphically on the cover) is set forth below: 


World and North American production of primary aluminum 











| | i! 
we |} North i] . North 
| ak | American : i} —— American 
output production} North ! output production} North 
| (thou- | only | American || (thon- only American 
| sands of | (thou- | production sands of (thou-  |product 
| “metric | Sandsof | (percent mei t sands of | (percent 
tons metric | of world tons metric of world 
ann | tons, } Output) | oone tons, |} Output 
2,204.6 | 22046 | | 2,204.6 2204.6 | 
pounds) pounds) pounds) | pounds 
2a | 38 20 | 63 |} 1935....... = 259 | 75 | 29 
a 78 | 50 | 64 || 1940..._- 3 779 | 2x6 | 
eae 128 75 59 || 1945... | 876 645 
183 | 77 | 42 || 1950 (estimated) 1, 464 | 1, 031 
1930 266 139 | 52 


It is within the last decade, however, that the most far-reaching changes hav 
occurred, In this period, unprecedented peacetime demands have enabled th 
North American industry to retain the major portion of its tremendous wartim 
volume and nearly double its share of world output. In sharp contrast, the Ax 
countries which were leading factors in 1940, as yet are relatively unimportant, 
and world primary aluminum production, exclusive of North America, is s 
12 percent below the 1940 level. Changes in relative position are summarized 
below: 


Output of major aluminum-producing areas in the years 1950 and 1940 


1950 1940 
Primary Primary 
production World production World 
thousands vank (thousands rar 
of metric — of metric - 
tons tons 
North America: 
United States 653 l 187 
Canada 378 2 99 | 
Total North America 1, 031 286 
World, excluding North America: 
Russia : a 2 200 3 60 
France 65 4 62 
Norway 7 5 28 
Germany 27 8 205 
Others 104 138 
Total world, excluding North America. 433 $93 
Total world 1, 464 779 


1 Estimated 
2 Conjectural. 


Major changes have also taken place during this period among the components 
of the North American industry. Aluminum Co. of America, the world’s large 
aluminum company in point of total assets and the most completely integrated 
has shown wide gains in capacity in nearly all departments. Aluminum Limited 
as the result of wartime accomplishment of long-range plans which were expected 
to require at least another decade, has become the world’s largest and lowest cos 
ingot producer, with a productive capacity over three and one-half times the 1940 
figure. The most important change stemming from the war was th 
in the United States of two additional major companies, Reynolds Metals ‘ 
and Kaiser Aluminum & Chemical Corp., which now rank as the world’s third a1 
fourth largest individual aluminum companies, respectively. Reynolds Met 
Co., which had previously been a fabricator, began the production of alumina ar 


> emergence 
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aluminum in 1941, while Kaiser’s entry into the field dates from 1946. Subse- 
quently both companies acquired ownership of major facilities under the Govern- 
ment’s disposal program. A table illustrative of the growth of the four North 
American producers follows: 


Primary aluminum production of the four North American producers 














| 1950 (thou- | 1940 (thou- 
| sands of sands of Percent 
| metric metric increase 
tons)! } tons) | 
Aluminium Limited (Canada only) . soi 378 | 99 282 
Aluminum Co. of America , 326 | 187 | 74 
Kaiser Aluminum & Chemical Corp , oa Bas 
Reynolds Metals Co_. becicantsscbeiaedakioe | 196 | pecan 
al f 
Total North America. - Eideawees . sal 1, 031 286 | 260 
| i 





1 Estimated. 


Alongside the major integrated producers in the United States, there have 
grown up some 50 companies producing secondary aluminum from scrap, some 
3,000 foundries, and thousands of firms which fabricate aluminum products in 
either semifinished or finished forms, the three latter groups alone employing 
more than a million people. 


DESCRIPTION OF THE METAL 


A number of factors have been influential in aluminum’s rapid growth, chief 
among which has been the unique combination of properties inherent in the metal 
itself. It is extremely light, weighing about one-third as much as iron, copper, 
or zine. It is durable, will not rust and is highly resistant to atmospheric and 
chemical (other than alkali) attack, which makes it particularly useful for many 
special applications. Soft, malleable and ductile, it is adaptable to most metal 
working processes, such as hot and cold rolling, extruding, forging, pressing, 
drawing, stamping, bending, shaping, or casting. With the exception of soldering, 
it can be readily joined by the usual joining techniques such as welding and 
grazing. Its ability to conduct heat evenly and rapidly makes it ideal for kitchen 
utensils, and, as a reflector of light and radiant heat, it is finding increasing 
acceptance in the building industry. 

Its naturally attractive surface, silvery in color with a faint bluish tinge, can 
be economically treated to produce a variety of finishes, including different colors. 
While pure aluminum is a low strength metal, through alloying its tensile strength 
can be increased to that of mild steel, thereby offering a combination of light 
weight with high strength—qualities which have found widening application 
particularly in the field of transportation. Other desirable properties can be 
added without loss of the metal’s own favorable characteristics. Thus, func- 
tionally, aluminum becomes not a particular metal but an array of special purpose 
materials which require selection for maximum utilization. 


PRODUCTION AND FABRICATION OF ALUMINUM 
Bauzite ores 

The most economical sources of aluminum—and the chief raw material—are 
the bauxite ores. In appearance they vary from creamy white to reddish brown 
in color, and consist essentially of aluminum in chemical combination with oxygen 
and water, plus other materials regarded as impurities. The grade of bauxite 
depends on its alumina conteat, i. e. aluminum oxide, and the type and amount 
of impurities present. For example, standard metal grade bauxite contains up- 
ward of 55 percent alumina and a maximum ot 7 percent silica. Besides silica 
the other main impurity is iron oxide. The effect of iron is merely to reduce the 
alumina content of the ore, while the presence of silica has the added disadvantage 
of causing alumina losses in the refinery process. Approximately four pounds of 
bauxite produce 2 pounds of alumina, from which in turn is derived 1 pound of 
aluminum. 

Bauxite and other aluminum bearing ores, like most mineral raw materials, 
are unequally distributed on the world’s surface. The most extensive reserves 
of high grade bauxite are found in tropical and semi-tropical regions, where 
blanket deposits relatively near the surface permit removal by earth moving 
equipment. Although the United States is deficient in high-grade reserves and 
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RAW MATERIALS AND PROCESSES REQUIRED TO PRODUCE ONE POUND 
OF ALUMINUM INGOT 


LIMESTONE ‘4 ib SODA ‘ Ib FUEL Olt ‘4 Ib. 


RAW CRYOUITE Ys Ib. FLUORSPAR SULPHUR 


Oba Ey io 
a Sen ae 


CRYOUTE Ye tb. ALUMINUM FLUORIDE ‘4s Ib 





Canada has none, control of or access to important developed and potential 
reserves in the Caribbean area are believ 
ments of the North American aluminum industry for the 
Currently, Surinam (Dutch Guiana), British Guiana 
ces of supply of the North American companies. 


century. 


the principal sour 
has been started in Jamaica and other potential sour 
Aluminium Limi 


Republic, 


facilities in the I 


and Brazil. 
os Islands, French West Africa; 
the Gold Coast, British West Africa; and has proven reserv 
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In eddition, 


Malaya, and elsewhere in the world. 


Estimated world bauxite reserves, their control and analysis, and 1948 output 


} 


Western 
sphere: 
Surinam 


Hemi- | 
' 
British Guiana 


United States 
Jamaica 


Brazil... 

Haiti 
Dominican Re- 
public. 

Total 


Africa: 
Gold Coast 


French Guana, 
Los Islands_| 
Interior 

Deposits. 
Nyasaland 
Mozambique 

Total 


Europe 
France 


Russia 
Hungary 


Greece 


Yugoslavia 
Rumania 


Total 
Far Fast 
Netherlands 


Indies, 


India 

China 

Australia 

Malaya and 
elsew here. 


Total 


Total, world 


! Not available. 


| United 


| Russia, 


Nationality of capital control | 


} United States, 85 percent; 


Netherlands, 15 percent 
United States, 29 percent; | 
Canada, 80 percent | 
United States, 100 percent 
United States, 40 percent; | 
Canada, 60 percent. 
Brazil, 100 percent 


| United States, 100 percent 


do 


Kingdom and 
Canada 

Canada, 20 percent; France, 
80 percent. 


United 
cent 
do 


Kingdom, 100 per- 


France, 40 percent, Switzer- 
land, 20 percent; United | 
Kingdom, 20 percent; 
Canada, 20 percent 

Russia, 100 percent 
50 percent; 

50 percent. 


Hun- 


gary 


nal Canada, 35 percent; Greece, 


65 percent. 


| Yugoslavia, 100 percent 


Rumania 


Netherlands and Indonesia, 
100 percent 

India, 85 percent; Canada, | 
15 percent. | 

China, 100 percent 

Australia 


Average content 
(percent 


High 
| grade 
(mil- 
| lions of 
| metric 
| tons) 


Total 
(millions 
of metric 

tons) 


29 


“ 
7 
270 


19-125 | 
20 | 


11 | 


439-565 


30 
250-300 


20-50 | 


31-50 
20 


411-510 


20-30 


1, 455-1, 6990 
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Alumina 

Bauxite, after preliminary treatment usually including crushing, washing, and 
drying is shipped to an alumina plant, where—by chemical methods—the alumi- 
num oxide, or alumina, is extracted from the bauxite. Under the widely used 
Bayer process, the finely powdered bauxite is stirred into a hot solution of caustic 
soda, and the alumina is dissolved while the impurities remain in suspension. 
Passed through large filter presses where the residues are removed, the salt 
solution is then taken to great precipitation tanks which are as high as a five- 
or six-story building. As the liquid cools, aluminum hydroxide, nothing more 
than aluminum oxide chemically combined with water, erystallizes out of the 
solution as a solid. It is then removed, washed free of caustic soda, and the 
chemically combined water is driven off by heating the hydroxide white hot in 
huge oil-fired rotary kilns. The resulting white powder, alumina, becomes in 
turn the basic raw material for the smelter. 


Smelting of aluminum 

At the reduction plant aluminum is finally broken away from the oxygen by 
means of an electrolytic process. Under the Hall-Héroult process alumina is fed 
into a reduction cell or furnace, commonly known as a “‘pot,”’ dissolving in a bath 
of molten cryolite to which aluminum fluoride has been added. The electric 
current, introduced through carbon electrodes, separates the dissolved alumina 
into two parts: Oxygen and aluminum. The molten aluminum settles to the 
bottom of the pot until tapped and cast into pigs, which are blocks of unnotched 
metal, of various weights up to 1,000 pounds. Sometimes the molten metal from 
the pots is conveyed to a holding furnace where it is skimmed and stirred, and 
then recast, for the convenience of users who require smaller work units, into 6 
and 30 pound ingots. A typical plant consists of one or more lines of pots (each 
line being one complete electrical circuit) which are in continuous operation. For 
example, at Arvida, Quebec, where the World’s largest aluminum reduction plant 
is located, there are twenty-two lines, each containing over 100 pots. 

The aluminum reduction process roughly corresponds to the steel ingot stage of 
iron and steel production. In other words, aluminum pig becomes the raw material 
for further processing. 


Power factor 

The conversion of alumina into aluminum requires the use of large quantities of 
electric energy. To produce 1,285,000 metric tons of aluminum in the peak war 
year, 1943, the North American industry consumed the equivalent of nearly one- 
quarter of the total hydro-electric energy generated in the United States and 
Canada and nearly one-tenth of the total electric output of the two countries, 
as shown in the following table: 


Electric energy used for aluminum production, peak war year, 1943 





| 

| | Equivalent, percent of 
annual output of 

electric energy used 

in production of alu- 

minum 


Annual output of 
electric energy 


| Aluminum production 
| 


l ay 
Bee ced't| Hydro | | Total | 
, | Ohi : (billions of | (billions of | sini Tots 
Metric tons ee | kilowatt- kilowatt- Hydr otal 
hauedh hours) | hours) 


} 


| 
| | 


United States 835, 000 18.4 
Canada : : 450, 000 9.9 


Total. 1, 285, 000 28.3 


11 pound of aluminum requires approximately 10 kilowatt-hours of electric energy. 


Fabrication 

The next stage—fabrication—is the processing of ingot into semifinished and, 
in the case of castings, nearly finished form. Some mills now use slabs weighing 
up to 2 tons direct from the smelter, in contrast to practice in other fabricating 
plants, where the virgin aluminum, as the first operation, is remelted in large 
electric furnaces along with alloys as specified. It is then recast into various 
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shapes and sizes according to type of fabrication desired, or further worked into 
the form of billetsand blooms. At this point two general classifications of products 
emerge; wrought products, which develop from metal changed in shape by 
mechanical working of the ingot; and castings, which utilize the molten metal 
without further processing. 


Wrought products 

Wrought products include sheet; extruded shapes and tubing; electrical con- 
ductor cable; foil; rod, bar, and wire; forgings; and miscellaneous items such as 
powder, flake, and paste. The most important in terms of volume and utility is 
aluminum sheet. Here, slabs, rectangular in shape and softened by preheating, 
are passed back and forth between large rolls until sufficiently flattened and 
elongated, and then given further finishing treatment as required. Sheets below 
the thickness of one-eighth inch are made by cold rolling and annealing the metal. 
This produces a better surface and adds strength and hardness. 

Extruded shapes, another major wrought product, are formed by placing metal, 
heated to a plastic condition, in a eylinder and forcing it through dies. Aluminum 
is very adaptable to this process, permitting a wide variety of forms which may 
be combined for exterior decoration or structural funetions. Tubes are also made 
by extrusion. Ordinary structural shapes like I beams, angles, or channels are 
also fashioned by foreing hot ingot between special rolls. 

tods, bar, and wire are, in a number of instances, the raw materials for other 
mill products. Bars and rods are made either by roiling or extrusion. Wire 
and cable are manufactured by taking sma!] rods and drawing these threugh a 
series of graduated dies until the material is reduced to the required diameter. 
The largest use of aluminum wire is for electrical conductor cable, which ranks 
third in wrought product volume. Substantial quantities of wire are used also 
for: Stranded cable for wiring of buildings; insulated wire; and in the manufacture 
of rivets, nails, and blanks for various serew-machine products. 

Foil, the fourth ranking wrought product, is simply sheet aluminum rolled very 
thin. Candy and cigarette wrappers, electrical condensers, heat insulation, 
packaging products, embossed or printed labels are some of the common uses 
for foil. 

Forgings are made by hammering or pressing aluminum into predetermined 
shapes by use of giant hammers or multiton mechanical and hydraulie presses. 
Such items as propellers, radial engines, and pistons are manufactured by this 
means. 

Miscellaneous wrought products include aluminum powder, flake, and paste, 
which are widely used in paint, paper, photographic, and other industries. 


Castings 

Castings, one of the largest individual outlets for aluminum, are made by four 
methods: Plaster; sand; iron mold; and die casting. The latter, produced by 
forcing molten metal under pressure into closed molds, permits very fine limits of 
dimensional accuracy, making the use of rough finishing machinery unnecessary. 
Castings become or are components of automotive equipment, cooking utensils, 
motors, household appliances, aircraft and machinery equipment, and numerous 
other devices. 

In the United States alone, shipments of aluminum fabricated products 
(wrought and castings) are now running at an annual rate of about two billion 
pounds. The gain in shipments of individual fabricated products over the past 
10 years has been most impressive. Based on estimated and available data, 
shipments of sheet and plate in 1949 were nearly five times greater than in 1940; 
extruded shapes and tubing four times; foil three and one-half times; electrical 
conductor about three and one-half times; powder, flake, and paste two times; 
and mechanical wire, rod and bar about one and one-third times. 


SECONDARY PRODUCTION 


In the fabricating process it is estimated that about 65 percent of the aluminum 
received from primary smelters is converted into sheets, plates, rods, etc.; about 
10 percent is lost from further use; and approximately 25 percent is accumulated 
as new (or plant) scrap and shipped to secondary smelters for remelting. This 
new scrap is recirculated into the fabrication process and is not regarded as an 
addition to primary production. 

Another source of scrap is the return flow of discarded aluminum articles. As 
these may have been originally produced over a long span of years, the scrap, 
therefrom, in effect becomes an addition to the supply of primary ingot. In re- 
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cent years old scrap in the United States has accounted for 30 to 50 percent of 
total secondary production and amounted to 15 to 28 percent of primary pro- 
duction. i 

As a result of steadily rising volumes of new and old scrap, the smelting of 
secondary aluminum has become an important adjunct of the aluminum industry. 
In the United States there are approximately 24 plants that handle all types of 
scrap, 28 or more that handle a more limited range, and several hundred foundries 
capable of smelting the scrap resulting from their own operations. 


MAJOR MARKETS 


The final step in aluminum production is the conversion of aluminum sheet, 
shapes, forgings, extrusions and castings into finished products for consumers 
At this level the industry goes far beyond the four major integrated producers, 
with end uses and fabricators numbered in the thousands. 

Accordingly, the compilation of an accurate and con prehensive market list is 
difficult, and as alternatives Aluminium Limited’s and Aluminum Co. of America’s 
1949 shipments to consuming industries are cited: 


1949 shipments to consuming industries 


Percent 
~ % . of total 
Aluminium Limited: shipments 


Building and construction ~ , : om . 28 
Transportation. __-—-__-- ; , oi it 2| 
Household supplies ; Sakade ol 0 ; , 20 
Electrical industry ___- sites tininiTadl ; . . 16 
Food and farming, canning and packaging 

Chemical industry and other industries 


Total 


Aluminum Co. of America: 
Building products 
Transportation 
Power transmission (conductors) 
Household appliances 
Cooking utensils ' 
Machinery (general and electrical ‘ 
Shipments to fabricators for further processing 
All other uses . : 


Total 
Building and construction 

Major activity in building and construction postwar, plus scarcities of con- 
ventional materials, has enabled aluminum to expand its usefulness in a field i: 
which it is naturally suited and where its competitive value is being increasingly 
established for a wide range of purposes. Siding, roofing, gutters. windows 
doors, insulating material, heating ducts, paints, trusses, spandrels, panels. ties 
ladders, awnings, farm buildings, homes in tropical and temperate climates. ar 
now customary applications of the metal, In Washington, D. C., for example. 
more than 50 percent of new construction during the past 2 years has specified 
windows of aluminum. For the United States as a whole, about 25 percent of 
all window installations last year were aluminum. 

A pattern for future building design and construction can be found in the 
development of cast and extruded aluminum panels, fastened to a structural stee 
frame and backed with lightweight concrete insulating slabs only 4 inches thicl 
Kasily installed, this aluminum curtain wall has already been used as outsid 
facing for a Canadian hotel, for the administration building at Aleoa’s new 
Davenport, Iowa, rolling miil, and is scheduled for its new 30-story office buildin, 
in Pittsburgh. Another field of construction, bridge building, also provides an 
opportunity for substantial future tonnages. Alcoa erected the first aluminur 
railway bridge at Massena, N. Y., several years ago, and recently Aluminium 
Limited completed the first aluminum highway bridge over the Saguenay Rivet 


Transportation 


The dollar-and-cents advantages of aluminum are nowhere more apparent tha: 
in the field of transporiation. Whether air, sea, road, or rail, weight saving b 
use of aluminum is being increasingly translated into more carrying capacity and 
lower operating and maintenance costs. Of the various transpoftation markets 
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that of aviation has been the most spectacular both in terms of application of the 
metal and swings in demand. For example, in the peak war year, 1943, the 
aviation indus‘ry accounted for approximately 90 percent of total aluminum 
consumption in the United States (some 75 percent of the total weight of a war 
plane was aluminum, each B-29 Superfortress alone using 25 tons). In 1948 
approximately 4 percent of aluminum shipments in the Unived States were to the 
aircraft industry, and in 1949 this was increased to nearly 9 percent as the result 
of the siepped-up military program, In 1951 it is expected to take about 25 
percent. 

Motor vehicles, in peacetime the most imporiant transportation market, 
accounted for 7 percent of aluminum shipments in 1949. Here aluminum is 
used in the consiruciion of busses, trucks, trailers, and automobiles, as well as 
engine and chassis parts, or wherever operaiing economies are of more consequence 


than initial cost. Aluminum is also increasing in importance to the shipbuilding 
industry, particularly as supersiructures on oceangoing vessels where weight 
reductions up to 50 percent are reported. A primary over-all saving in weight 


of 40 percent is esiimated when completely replacing steel in ships’ structures. 

The railroad indusiry, potentially a large market, is beginning vo use aluminum 
box, hopper, tank, and refrigerator cars, as well as passenger trains. An inierest- 
ing application in the latier respect was the recent construction of the ACF-Talgo 
train for the Spanish railways where a 75 percent saving in weight was effected 
through departure from conventional design and materials. 


Household supplies 

Cooking utensils gave the aluminum industry its first important consumer 
market. In the intervening years the metal’s appearance, endurance, and light 
weight have resulted in numberless household applications and in steadily 
increasing consumption. Among household articies with aluminum parts now 
abundant in modern homes are: Washing machines; vacuum cleaners; dish 
washers; ironers; cabinets; kitchen implements; household and garden tools; 
venetian blinds; lawn, porch, and household furniture; water heaters; radiators; 
household foil; and ornaments such as lamps, ash trays, book ends, and novelties. 


Electrical industry 
Development of cheap electric power and the expanding uses of electricity in 


the twentieth century have been of major benefit to the aluminum industry. The 
former made possible economical production of the metal, and the latter has been 
reflected in a widening range of applications. Aluminum has become established 


as the leading material in transmission lines (there are now more than 2,000,000 
miles in use) and bus bars. Other applications of growing importance are conduit, 
household wiring, cable sheathing, and electrical hardware. In addition, it serves 
a broadening market as a component of electrical appliances, devices, and machines, 
from flat irons to television and cyclotron parts. 


Food processing and production 

A basic compatability to food makes aluminum a logical metal for use wherever 
food is prepared or processed. In addition, it is also being seen with increasing 
frequency on farms, where its light weight, endurance and corrosion resistance are 
being utilized in farm implements, machinery, equipment and building materials. 
Among the most promising of the new farm applications is irrigation tubing 


} og 


i. e. a portable sprinkler system, a boon to the farmer in his age old strugg] 


e 
against drought and dry seasons. 


Canning and packaging 

Aluminum’s nontoxicity, reliability, safetv, and economy in handling have 
developed a variety of applications in the fields of canning and packaging. As 
foil, in the form of very thin wrapper sheets, it protects candy bars, gum, cigarettes, 
frozen foods, and all kinds of food products. In label form, foil gives eye appeal] 
Oo numerous packaged products. Products packaged or shipped in aluminum 
containers include foods, tobacco products, cosmetics, shaving cream, toothpaste, 
and beverages. 
Chemical industry 

Aluminum is widely emploved in the growing chemical industry, where its great 
resistance to many forms of chemical attack makes it a practical metal for proc- 
essing equipment and containers. Among a long list of chemicals friendly 
aluminum and in whose production the metal can serve profitably are acetate 
solvents, acetone, alcohols, ammonia, asphalt varnish, benzene, butadiene, cal 


cium carbide, coke oven gas, cresol, dyestuffs (organic), fatty acids, and for- 
maldehyde. 








Re eee 
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Miscellaneous 

” The number of miscellaneous items made from aluminum runs into the thous- 
ands and is still growing. Many of these consume substantial quantities of the 
metal and their sales prospects continue bright. Some typical miscellaneous 
uses are paint, pulp and paper equipment, textile spindles, mining machinery, 
pyrotechnics, dress material, hand tools, scales and balances, and storage bins. 


COMPETITION WITH OTHER MATERIALS 


For these markets, aluminum, in a general sense, competes with other materials 
Basically, however, the increased use of aluminum is due to its own natural ad- 
vantages which have provided a multitude of new uses and supplemental applica 
tions. Where direct competition occurs, aluminum has been aided by a widening 
price differential in its favor, the decreased availability of other metals, and the 
fact that it still has a long distance to go to reach the degree of market saturation 
of the older metals. Numbered among the most versatile of the twentieth 
century’s new materials, its progress has been outstanding in comparison with the 
other major nonferrous metals as can be seen below: 


Trend of nonferrous metal production (weight) 


[Millions of pounds] 
NORTH AMERICA ONLY! 

















Years }Aluminum| Copper | Zine | Lead Tin 

ae be waete —— | 44 | 1, 259 560 | 935 | 
Ses eked — ‘ . : 165 | 1, 459 | 963 1, 164 
er a dolanne sania 306 | 1, 766 1, 303 | 2. 026 | 
1940 sad ee 631 | 2 416 1, 795 | 1, 722 
1950 (estimated) . ._-- j 2, 273 | 2, 491 2, 339 | 1, 916 | _. 

| ' | 

WORLD 
1910... a as: } 84 | 1, 973 | 1, 786 2, 485 2 
RASS eee 282 2 165 | 1, 592 2,013 | 973 
ad ann PAST a eee at Fe } 86 3, 470 3, 102 3, 691 | 304 
1940 1 eae A Ang 1, 717 5, 379 3, 574 | 3, 871 520 
SIP IID 5 cavinKunicSéuccotsiicdas + | 3, 228 4, 610 3, 878 | 3, 234 
i 





1 United States, Canada, and Mexico. 


Not only has aluminum shown by far the largest gains in production by weight 
for the longer periods, but it is also the only one in the preceding table to record 
worth-while improvement over 1940. Another means of measuring aluminum’s 
comparative progress is by units of volume (i. e., cubie feet) rather than by weight 
While in a number of instances a somewhat larger volume of aluminum is required 
to do a specific piece of work, the volumetric figures shown on the following page 
perhaps are a better indication of the trend of nonferrous meta! production. 


Trend of nonferrous metal production (volume) 
[Millions of cubic feet] 
NORTH AMERICA ONLY! 











| | 
Years |Aluminum| Copper | Zine | Lead Tin 
he OL SEP ey San es 0. 26 | 2. 26 | 1.27 | 1. $2 |...- 
SARS ES Siig ry | .98 2. 62 2.19 | 1. 64 
ER Se then Ropmaeer se 1.81 | 3.17 | 2.96 | 2.85 
1940. _. EDEL IEEE GE | . da 4.34 4.08 | 2. 43 
RELI ae 13. 25 4. 48 5. 23 |  & ee 





WORLD 





a - 
1950 (estimated) 


1 United States, 


pabeineanvpaeieroas 0. 50 | 3. 54 
_ 1. 67 | 3.89 
- | 3. 47 6. 23 
10. 16 9. 66 
18.91 + 8. 29 
J 





Canada, and Mexico. 
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2. 48 t 
5. 20 8 
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STUDY OF MONOPOLY POWER SSI 


On a volume basis, world production of aluminum is more than double copper 
and zine, four times that of lead, and 23 times that of tin. For North America 
alone, volumetric aluminum production is greater than zinc, copper, and lead 
combined. 

In competitive situations, choice of material depends on utility (i. e., the chem- 
ical, physical, and mechanical properties desired), maintenance cost, and price. 
An example of the interplay of these factors can be found in aluminum’s capture of 
the major portion of the high-voltage transmission-line market, for which both 
aluminum and copper are naturally competitive. Electrically 1 pound of alum- 
inum is equivalent to about 2 pounds of copper wire. By stranding the consider- 
ably lighter aluminum wire over a steel core, called aluminum cable steel rein- 
forced (ACSR) cable, a conductor is produced having 50 percent more strength 
and some 28 percent lighter than an electrically equivalent copper cable. This 
means auxiliary savings through the use of longer spans and fewer poles—about 
11 poles to the mile for ACSR to an average of 15 poles for copper cable. Over the 
intervening vears, direct cable cost also has moved decidedly in aluminum’s 
favor, as can be seen from the following: 


Cost of one mile of wire of equivalent conductivity ! 


Price dif- 








Cost per Weight Cost per | ferential in 
pound per mile mile favor of 
| aluminum 
1939 Cents Pounds | 
Aluminum (No. 4 ACSR) 20. 75 302 $62. 67 | $6. 63 
Copper (No. 6 bare solid wire) - - 5 | 16. 50 420 | 69.30 | ...... ‘ 
1950 (as-of Nov. 13, 1950): | 
Aluminum (No. 4 ACSR) : : 33. 07 302 | 99.87 | 68. 89 
Copper (No. 6 bare solid wire) - ; 37. 80 420 158. 76 |... 





1 Canadian prices. 


For proper perspective, however, it should be pointed out that while aluminum, 
under the stimulus of a favorable price differential, may continue to make further 
inroads on specific copper markets, it is unlikely to supplant the red metal in out- 
lets for which the latter is particularly suited. 

More recently, competition has developed between aluminum and galvanized 
steel sheet. Here, lightness, low maintenance cost, and at times the factor of 
availability have helped aluminum acquire a strong position despite higher initial 
cost. Even the latter has narrowed in favor of aluminum as shown below: 


Cost of one square foot of sheet of comparable initial quality 


Galvanized Price differ- 


Aluminum ! steel ? pets 
1938 cents 13.3 5.2 &.1 
1950 (Dec. 14, 1950 do 14.8 8.4 6.4 
Percent change +11.3 +61.5 


032-inch sheet (0.451 pounds per square foot). 
2 22 gage (1.4 pounds per square foot). 


Turning to other competitive outlets, 1950 mail order catalogs show some 
interesting weight and price differentials at the consumer level. 
Cost of residential building items at consumer level 
GARAGE DOORS 





Price differ- 


Shipping ential in 
weight Cost favor of 
(pounds) com petitive 


material 





Wood.... - 165 $47. 50 $6. 50 
Steel ‘ , . 145 51. 50 2. 50 
Aluminum ae ‘ 83 54. 00 


808S61—51—ser. 1, pt. 1———57 
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Cost of residential building items at consumer level—Continued 
LARGE CASEMENT WINDOW 





oh Price differ- 

Shipping ential in 

weight favor of 

(pounds) | competitive 
| | material 














RAINPIPE—10-FOOT LENGTH 


Per foot 
$0. 05 


Galvanized steel j pei ities ! 
Aluminum aia ‘ 5 -_ ; 


TABLE EDGING (OVER-THE-TOP STYLE)—10-FOOT LENGTH 


Per foot 
$1.70 | 
1.78 





Here, aluminum’s lower maintenance factor balances out its higher initial cost. 

Another example of competition can be found in the manufacture of collapsible 
tubes, where the use of aluminum has increased considerably during recent years 
at the expense of other materials. Over the period 1946-50, use of aluminum in 
dentifrice tubes has increased from 1 to over 20 percent of total metals consumed 
for this purpose, and shaving tubes manufactured out of aluminum from 15 to an 
estimated 73 percent as set forth on the next page: 


Metals consumed in the manufacture of collapsible tubes in the United States in 
selected years 


DENTIFRICES 





1950 (esti- | - 
n sted 1946 


Total shipments (thousands of pounds) - - -- -- . 11, 000 10, 196 | | 16, 366 


Metals consumed Percent Percent Percent 

Aluminum > 0). 7 21.9 - $1.0 

Lead an 33. 7 31.4 22.1 

Tin-lead ; aanee 44.8 46. 6 57. § 76.9 
.8 1 





SHAVING PREPARATIONS 








Total shipments (thousands of pounds) 2, 210 2,049 2,175 | 5, 483 

Percent | | Percent 
69.0 | $60. 5 | $15.2 
27.0 32.3 | 84.8 


Metals consumed: 
Aluminum 
Lead 
Tin-lead 





Die casting, a growing industry, is a major consumer of both zinc and aluminum. 
Demand for the latter as die-casting material gained rapidly during the war, is 
still increasing, and the thought has been expressed that it might supplant zinc 
as the leading material in this field. This will probably depend upon two factors: 
The price relationship between zinc and aluminum; and the development of a 
commercial process for plating aluminum at a competitive cost. Government 
industry figures in 1948 indicated that the ratio between zinc and aluminum, 
expressed in pounds of die castings shipped, was 3% for zinc to 1 for aluminum. 
This was a year of high zinc prices, when prime western zinc advanced from 10% 
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to 17% cents per pound, In 1949 the ratio was 4% for zinc to 1 for aluminum, 
an actual increase in favor of zinc, and a reflection of the drop in the price of the 
metal. Now that zinc has returned to former peak levels, presumably the die- 
casting market is again shifting toward a higher proportion of aluminum. 


PRICE TRENDS 


A major stimulus to the consumption of aluminum has been its favorable price 
history. A long downtrend in ingot prices started after World War I and con- 
tinued with little interruption until the latter part of 1948. Over this same period, 
prices of other metals moved widely and on balance worked higher. Under the 
more recent inflationary pressures, aluminum pig has moved up from its postwar 
low of 14 cents per pound, but percentagewise considerably less than other metal 
prices. In January 1951, it is still one of the few commodities and the only major 
metal selling below prices prevailing in the prewar period. Aluminum’s compara- 
tive price performance stands out clearly in the summary table below using as 
bench marks, 1920, the inflationary high point following World War I, and 1940, 
the year before United States entry into World War II. 


Metal prices 











Price (by weight) | Percent change Price (by volume) 
19501 | 1940 1920 1950 1950 1950! | 1940 | 1920 
| (cents | (cents (cents | versus | versus | (dollars | (dollars | (dollars 
j per per | per 1940! | 19201 | per cubic | per cubic | per cubic 
pound) | pound) | pound) : Op foot) | foot) | foot) 
! 
——————————————-——— wR Re Wn Shee 2 ema seine | —_____|______- 
Aluminum..........; 718.00 18. 69 | 32. 70 | —3.7 |; —45.0 | 30. 34 31. 00 | 55. 00 
Copper 3__... | 24. 50 | 11. 40 | 17. 50 4114.9); +40.0 136. 27 | 63. 41 97.34 
Zinc ¢ es 18, 22 | 6.73 | 8.13 | +170.7 | +124.1 | 81. 44 | 30. 08 | 36, 34 
Lead § eseE eR 17.00 | 5.18 | 8. 08 +228.2; +110.4; 120.42 | 36. 69 57. 23 
0 ee co 2.80 | 1. 52 2. 58 +84. 2 | +10.9 13. 63 7. 38 | 12.54 





1 Dec. 14, 1950. 

2 Pig aluminum. 

3 Electrolytie, New York. 

4 Prime westérn, New York. 

5 New York. 

¢ Bessemer and open hearth steel billets, Pittsburgh. 


II. Economics OF THE INDUSTRY 


In the description of the aluminum-making process it was pointed out that three 
separate stages are involved: (1) Production of alumina from bauxite by chemical 
processes; (2) production of aluminum by electrolizing alumina; and (3) trans- 
formation of aluminum into semifinished or finished products, such as sheets, 
extruded shapes, forgings, castings, electrical conductor cable, etc.—these products 
being made of pure aluminum or aluminum alloys. 


NORTH AMERICA 
Alumina 

On the economic side, available data on the North American producers permit 
detailed analysis of the chemical and electrolytical phases of the process and more 
general comments on fabrication and the location of such facilities relative to 
consuming markets. 

The two most important elements of cost in the production and delivery of 
alumina to the smelter are bauxite, which usually accounts for about one-tenth 
of the mill cost of a pound of aluminum, and transportation charges on both 
bauxite and alumina (from mine to alumina plant and alumina plant to smelter). 
Taken together these two items account for the major portion of the raw material 
costs of aluminum, 31 to 41 percent of net mill costs and some 20 percent of the 
current selling price for pig (18 cents per pound in the United States). 

The relative ability of individual companies, governments, or regions to pro- 
duce aluminum competitively starts with ownership or access to bauxite of com- 
mercial grade and their economical transportation. Prior to World War II only 
a few localities were capable of producing bauxite in quantity and these deposits 
were closely held. Subsequent aluminum demand stimulated exploration, and 
reserves of this raw material now appear plentiful for the world’s aluminum needs 
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for years to come. Principal bauxite sources of the North American industry 
currently are as follows: 


Principal bauxite sources of 4 North American producers and locations of alumina 
plants 


|Location of alumina 


. - . ¢ ite 
Present source of bauxite plants 





Aluminium Limited (Canadian remmnaee __....| British Guiana F ....| Arvida, Quebec. 
Aluminum Co, of America wa Arkansas : .| East St. uis, Ill. 
Do esr Se a | Surinam (Dutch Guiana) .. Mobile, Ala. 
Kaiser Aluminum & Chemical Corp Sere Baton Rouge, La 
Reynolds Metals Co ‘ wae et “Arkansas and Government stock- | Hurricane Creek, 
pile Ark. 





The degree of individual reserve development varies widely. Of the four North 
American producers, Aluminium Limited is believed to be particularly well situ- 
ated in respect to proved and probable reserves of bauxite. Its deposits in 
British Guiana, the major source of supply, are considered adequate to keep the 
company’s smelters at present capacity for 30 years. Reserves of Jamaican ore 
extend this to over 60 years, while Gold Coast and French West Africa interests 
further strengthen and diversify the company’s reserve picture. Current annual 
bauxite requirements are around 1,880,000 long tons. 

Aluminum Co. of America requires bauxite not only for its own aluminum needs 
but also for its considerable sales of alumina and bauxite for abrasives and refrac- 
tories, and for its ore contract with Kaiser Aluminum & Chemical Corp. Of its 
present 2,200,000 long-ton over-all annual requirement, approximately 77 percent 
is obtained from its foreign holdings. The company’s principal deposit in Surinam 
(Dutch Guiana) contains an estimated 30,000,000 tons of high-grade ore. Parts 
of these fields are owned outright and the remainder is held under concession from 
the Dutch Government. Alcoa likewise holds a concession from the Dominican 
Government on some 11,000,000 tons of ore of somewhat lesser quality. In addi- 
tion, Aleoa owns some high-grade ore in Arkansas and unspecified quantities of 
lower grade ore, the latter in 1947 and 1948 supplying about 23 percent of annual 
requirements. The company also owns domestic bauxite deposits in Georgia, 
Alabama, and Virginia, but apparently so small and of such low grade as not to 
be of great importance. 

Kaiser Aluminum & Chemical Corp. at present relies on a contract with Alcoa, 
extending until 1963, for its bauxite supplies, calling for a maximum annual de- 
livery of 500,000 tons from Dutch Guiana, Recently acquired bauxite deposits in 
Jamaica are expected to provide the base raw material requirements for the new 
smelting facilities. 

tevynolds Metals, up to the present, has obtained its bauxite almost exclusively 
from Arkansas, where its deposits lie within a radius of 25 miles from its Hurricane 
Creek alumina plant. It has two domestic sources of ore to meet maximum re- 
quirements of about 890,000 tons per year, either its own holdings or the 3,000,000- 
ton Government stockpile on which, in September 1949, it acquired a 20-year 
option. It has been estimated that the company has a decade or more of bauxite 
available in Arkansas, reserves there having been maintained through acquisitions 
In addition, Reynolds has started development of its Jamaican deposits and ex- 
pects shipments therefrom to be supplementing domestic sources by 1952.  Else- 
where in the Caribbean, the company has reserves in Haiti and has a contract with 
the Billiton Co. for Surinam ore. Based upon estimated over-all reserves in the 
Caribbean, including approximately one-half of the total acreage in Jamaica, 
Reynolds appears to be supplied with sufficient ore reserves for the foreseeable 
future. 
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Transportation charges on bauxite and alumina combined approximate half of 
alumina costs. Comparative data for 1948 for three of the four companies are 
given below: 

1948 transportation cost per pound of aluminum 


(Computation of weighted average) 





Bauxite | Alumina Total 





| 
Cents } Cents Cents 
Aluminum Co. of America et Rivets odd 1.08 | 0.6 
Kaiser Aluminum & Chemical Corp... , ‘ 1.16 | 
Reynolds Metals Co Sie Sd 096 





Reynolds Metals’ transportation costs on bauxite are far lower than those of its 
competitors, due to the fact that its Hurricane Creek alumina plant is within 
trucking distance of its Arkansas deposits. The net effect of drawing upon 
Jamaican reserves will depend on a number of factors including the extent foreign 
ore is mixed with domestic material; whether fabrication-in-transit rates can be 
obtained: and the possible operating benefits resulting from the lower silica content 
of Jamaican ore. It has been estimated that equal usage of the two ores at 
Hiurricane Creek would probably not increase Reynolds’ cost of producing alumi- 
num more than one-half cent per pound. Should the Company decide to build 
an alumina plant on the Gulf Coast, the overland rail haul and one handling 
would be eliminated. 

The other three companies appear to be on a parity so far as bauxite transporta- 
tion is concerned. Alcoa’s alumina plant at Mobile, Kaiser’s at Baton Rouge, 
and Aluminium Limited’s at Arvida are in about the same relative proximity to 
Carribean sources of supply, and are directly accessible by ocean-going vessels, 
with the exception of a nineteen mile rail haul from Port Alfred to Arvida in the 
ease of Aluminium Limited’s Canadian plant. 

In terms of alumina transportation, the distance between the alumina plants 
of the three companies in the United States and their northwestern smelters 
requires a long haul for such a basic material, although these shipments are made 
at relatively economical full train load rates. Alcoa and Reynolds have some 
advantage in that they also have smelters located east of the Rockies; however, 
with completion of its proposed smelter in the southwest, Kaiser will no longer 
be at any disadvantage in this respect. Aluminium Limited’s Canadian alumina 
plant is located beside its principal smelter, indicating an advantage sufficient 
to give it the lowest alumina costs. This Company recently decided to construct 
a small alumina plant in Jamaica for international sales in Norway and elsewhere. 
Should this become general practice, important reductions in transportation 
charges could be effected by halving the amount of material to be handled. 

A summary of alumina costs at the smelter and raw material costs (including 
alumina) of the four North American companies in relation to their net mill costs 
of producing one pound of aluminum is given below: 


1949 alumina and raw materials cost per pound of aluminum 


| 
| Percentage of net 
| Raw | Net mill mill costs 
| materials costs Bay Oy ere me 
| (cents per | (cents per | 
pound) pound) Alumina | 


Alumina 
(cents per 
|} pound) Raw 
materials 








Aluminium Limited, Arvida plant! 
Aluminum Co. of America 4 
Kaiser Aluminum & Chemical Corp. 
Reynolds Metals Co.! 








' January to June 1949 

? Not available 

°9 months, 1949. 

‘ Excludes estimated cost of alloying elements. 


Note.—Net mill costs represent actual cost after deducting book profits on intracompany transfers, and 
without allowance for return on investment. Not all subsidiary profits are strictly attributable to alumi- 
num production costs. 
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Smelting of aluminum 


The processing of alumina into ingot also involves two major components of 


cost—power and carbon electrodes. As shown below, the former accounts for 
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7 to 21 percent of net mill costs and the latter from 12 to 19 percent. 


1949 power and carbon costs per pound of aluminum 





Power ! 
(cents per 
pound) 


Carbon 
electrodes 
(cents per 

pound) 


Net mill 
costs 
(cents per 
pound) 


Percentage of net 


mill 


costs 





Power 


Carbon 


| electrodes 





Aluminium Limited, Arvida plant ?__..-_- 0. 592 . 428 7. 
Aluminum Co. of America 4 _- 1.78 ¥ 10. § 
Kaiser Aluminum & Chemical Corp.®- -_-- 1.81 11. 
Reynolds Metals Co.*___..-....---- ieee me. 2. 32 : 11. 

















1 After crediting revenue from sales of power to customers and deducting profits from subsidiaries. 

? January to June 1949, 

39 months, 1949. 

* Not available. 

Aluminum has been aptly described as “packaged hydroelectric power,” since 
the smelting process consumes more kilowatt-hours per unit of output than any 
other electrolytic or electrochemical operation, with the possible exception of 
magnesium. Water power is still the cheapest source for the large blocks of 
energy required for economical production. Aluminum producers in the United 
States, however, lacking ownership of large undeveloped water power resources 
are turning to natural gas as an alternate source. First tried at Jones Mills in 
1942, it was again used in Alcoa’s new plant at Point Comfort, Tex., and a sub- 
stantial portion of planned domestic additions under the defense program may be 
based on natural gas. Cost of the electric energy generated from natural gas is 


believed to be competitive, after accelerated amortization of facilities, with pur- 
chased power but more expensive than that derived from owned hydro facilities. 
Of the four North American producers, Aluminium Limited clearly enjoys the 


lowest power costs. This is due to ownership of the largest privately owned 
hydroelectric power system in the world. 

While Alcoa and Kaiser Aluminum are about on a parity on a unit basis, Alcoa 
is less dependent on purchases of public power, obtains energy from diversified 
sources, and derives intangible benefits from its ownership of generating facilities. 
Of its major reduction plants, Vancouver is the only unit drawing on outside power 
sources entirely, and this uses low cost Bonneville electricity. Alcoa’s power 
costs average under 2 mills per kilowatt-hour, and at Badin, N. C., its generating 
costs are less than 1 mill. It was authoritatively estimated that the company’s 
Point Comfort, Tex., smelter using natural gas would receive direct current 
electricity at a cost of about 3 mills per kilowatt-hour, raising Alcoa’s average 
only about one-tenth of a cent per pound of pig. 

Kaiser’s reduction plants at Spokane and Tacoma purchase power from Bonne- 
ville Power Administration at about 2 mills per kilowatt-hour. This provides 
an important offset to the high alumina transportation charges previously men- 
tioned. 

Reynolds’ power costs average about 2.32 mills per kilowatt-hour. Two of 
its four reduction plants, those at Troutdale, Oreg., and Longview, Wash., pur- 
chase Bonneville power at the same rates as Alcoa and Kaiser. At Listerhill, 
Ala., it purchases electricity from TVA, at approximately 3.12 mills per kilowatt- 
hour. Power costs for the two pot lines in earlier operation at Jones Mills, Ark., 
plant are also reported to be in the neighborhood of 3 mills. Recently, the com- 
pany opened the remaining two pot lines, having negotiated a long-term contract 
with Arkansas Power & Light at a competitive figure. 

The other important component of manufacturing costs is carbon electrodes. 
Since production of a pound of aluminum consumes approximately six-tenths of 
a pound of carbon, electrodes account for 13 to 19 percent of net mill costs. These 
are of two types, prebaked and Soderberg, both of which stem from a paste made 
by mixing petroleum coke with pitch. In the first instance, the paste is pressed 
into blocks and then baked to obtain hardness, an operation which requires about 
1 month. Usually 24 of these prebaked electrodes are used per pot as anodes. 
In the Soderberg process, on the other hand, the paste is fed through a large, 
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single, rectangular casing extending downward into each pot and the baking is 
accomplished with incident heat from the smelting process as the carbon slowly 
descends. 

Not only does the Soderberg type of anode involve less time in its manufacture, 
but it also permits the direct production of aluminum ingot of high purity. The 
latter reportedly is more desirable for certain products such as electrical con- 
ductor cable and foil. 

Practically all of Aluminium Limited’s pot lines are of the Soderberg type, 
as are those at Kaiser’s smaller unit at Tacoma. Alcoa’s newest plant at Point 
Comfort employs the continuous self-baking type anode in its pots, and other 
jlants are partially equipped with Soderberg lines. Reynolds, at Longview, 

Wash., and Listerhill, Ala., has 160,000,000 pounds of Soderberg capacity. Al! 
of the proposed additions will be of this type. 

Labor is not @ major cost item in the production of aluminum, representing 
about 10 percent of mill costs. However, there are substantial differences in unit 
costs of labor among the four North American producers. Average hourly earnings 
of labor in the Canadian industry were about 35 percent below those in the United 
States in August 1950, without taking into account exchange rates or differences 
in price levels. 

Aluminum production costs stated in somewhat different terms are set forth in 
the table below. As discussed in preceding paragraphs, the principal factors- 
alumina, power, carbons—plus labor, together account for three-quarters of net 
mill cost and from 33 to 44 percent of the current selling price. 


1949 raw materials, power, and manufacturing costs per pound of aluminum 


[Cents per pound] 





Net mill 
costs 


Raw mate- Power Manufac- 


rials turing costs} 








| 
| 
| 


Aluminium Limited, Arvida plant !.. (?) 0. 592 (8) 

Aluminum Co. of America 4____. : 4.00 1.78 . 72 
Kaiser Aluminum & c hemical C weed ae 5.18 | 1, 83 6 
Reynolds Metals Co.‘ ak : 3.71 | 2.32 01 











1 After crediting rev >nue from sales of power to customers and deducting profits from subsidiaries. 
2 January to June 1949. 

3 Not available. 

49 months 1949. 


In 1949 Aluminium Limited apparently had an advantage of 24% to 4 cents over 
the other North American producers. The difference between the other three 
companies was comparatively small, the maximum range being about 1 cent per 
pound, with advantages in one category substantially offset by higher costs else- 
where. Subsequent developments may have narrowed the relative differences in 
mill costs between the four companies. While there is some evidence that the 
degree of ingot purity varies between the companies, it is not clear whether this 
arises from efficiency of carbon electrodes or from choice. At any rate it appears 
to have had no material effect so far as markets are concerned. 


Fabrication 

Turning to the third stage, fabrication of ingot into semifinished and finished 
forms, the data are less complete. Transfer of aluminum to fabricating plant 
for two companies Kaiser Aluminum and Alcoa, was a minor expense item, con 
siderably less than the cost of handling either bauxite or alumina. Kaiser’s 
smelter to mill costs in 1948 of 0.05 cent per pound reflect the proximity of its 
reduction plants to its Trentwood, Wash., sheet mill, but this figure is now larger 
as the result of higher transportation charges on pig shipments to its facilities at 
Newark, Ohio, acquired in 1949. Alcoa’s 1948 figure of 0.14 cent is only slightly 
higher and is due in large part to the adjacent location of a principal reduction 
plant and sheet mill at Alcoa, Tenn. The new Davenport mill is not expected to 
make any material change in this figure. 

The reverse was true for Reynolds Metals in 1948. Its costs in transporting 
aluminum to sheet mills averaged 0.75 cent per pound, or more than its com- 
bined bauxite and alumina handling charges. While its rolling mill at Listerhill 
is well situated with respect to the Listerhill and Jones Mills, Ark., smelters, 
heavier transportation expenses presumably are involved in shipping metal from 
its northwest reduction plants to its McCook, IIl., sheet mill. 
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Within the fabrication plant, costs vary widely with changes in product mix. 
Labor becomes a major factor at this stage with payrolls believed to average 
about three-quarters of plant expense (excluding ingot value) and more than 30 
percent of the sales dollar. 

For maximum economic advantage, fabricating plants must be well located 
both as to smelter and to consuming markets. © illustrate the position of 
Alcoa, Kaiser, and Reynolds in this respect, density charts are presented which 
show individual plant locations in relation to indicated market centers in the 
United States. It will be seen that the bulk of nonintegrated fabricators and 
users of aluminum in this country are concentrated in the New England, Middle 
Atlantic, and North Central States. 

At the pig or ingot level, Alcoa has been supplying these fabricators with 82 
percent or more of their needs. Aluminium Limited serves as another large 
dependable source of supply, since its lower costs enable it to furnish primary 
aluminum at the domestic price, absorb the 2-cent United States tariff, and 
show a good profit. Kaiser and Reynolds have routed most of their primary 
output to their own fabricating plants, thereby securing additional profits that 
arise in the later processing stages. In 1949 Reynolds, however, established a 
policy of selling part of its base production to independent fabricators, and under 
the new defense plant program all producers must sell 25 percent of the added 
output to outside users for at least I0 years. 

Measured in terms of location to the rich north central markets, Alcoa’s and 
Reynolds’ sheet mills appear better situated than Kaiser’s. Reynolds’ McCook 
mill in this respect is closer than Alcoa’s new Davenport, Iowa, plant. Reynolds 
also derives some benefit from the lower freight rates on metal as compared to 
sheet from the west coast to this area. Kaiser’s sheet mill at Trentwood, Wash., 
on the other hand, is. in an advantageous position in respect to the aviation in- 
dustry and other west coast users. However, as no more than 10 percent of 
the national sheet market is located in this area and Kaiser ordinarily sells less 
than half of its sheet production in the West, the balance has to be marketed in 
the East at higher delivered cost. Looking ahead, the company’s rod, bar, wire, 
and cable mill at Newark, Ohio, provides the basis for expanding fabricating 
capacity in the East. On the whole, Alcoa through the abundance and diversity 
of its physical resources would appear to be the best situated of the domestic 
companies from a geographical standpoint. 

One measurement of the competitive standing of the four North American 
producers, which reflects the foregoing operating and economic considerations, 
is the ratio of net profit before income taxes to gross revenue. Kaiser, the last 
of the four companies to enter the field, was first in ability to translate gross 
revenue into profits in 1948. This year was selected as one of full production 
which was not affected by labor difficulties. 


1948—Net before taxes per dollar of gross revenue 


North American producers: Cents 
Aluminium Limited 
Aluminum Co. of America 
Kaiser Aluminum & Chemical Corp- -- --- Peete aid ns Sead a arena ac hohe 
Reynolds Metals Co 


The relative profit position of these companies can be expected to vary as 
fabricating facilities, such as Reynolds’ McCook mill, run closer to capacity, 
product selectivity is practiced, and, in the case of Aluminium Limited and Alcoa 
a higher proportion of ingot production is upgraded into semifinished or finished 
form. Under present market conditions, the competitive factor is of less impor- 
tance than ability to meet current and foreseeable demands for aluminum by the 
North American industry as a whole. 


REST OF THE WORLD 


Detailed information on the operations of individual companies abroad is not 
available. In general, postwar production of aluminum in the rest of the world, 
particularly in Western Europe, has been hindered by internal inflation, electric 
power shortages, plant dismantling, lack of venture capital, uneconomic geo- 
graphical split-ups, Government encroachments, and world politics. 

Despite these handicaps, there are increasing signs that foreign aluminum 
companies, most of which are still privately owned, are growing stronger and are 
now competing for their proportionate share of local markets. Theoretically, 
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Europe—exclusive of the United Kingdom—is again moving toward self-sufficienc 
in ingot. There is a freer supply of nondollar ingot and increased competition js 
noticeable from Belgium France, and Germany in semifabricated items, and from 
Japan on both ingot and semifabricated products. 

On the other hand, local facilities are still lacking to provide for the future growth 
of aluminum demand in Western Europe, which has been indirectly stimulated as 
the Economie Cooperation Administration built up the economies of the variou 
participating countries. Based on current trends abroad toward the increased 
utilization of aluminum in construction, transportation, communications and 
consumer goods industries, ECA has estimated that the European participatin, 
countries, including the United Kingdom, will still need 120,000 to 130,000 metric 
tons of North American aluminum in 1952-53 despite planned increases in capacit 
in France, Italy, and Norway and in output in Austria and Germany. 

Outside of the western continental European countries, Russia and the United 
Kingdom must also be considered as factors in the postwar production of alumi 
num. Accurate figures on Russia’s ingot production are not available, but a very 
rough estimate for 1950 might be around 200,000 metric tons. This would b 
nearly 166 percent above its 1947 estimated output, which in turn was almost 
twice its peak production during the critical war vear—1943. After the war 
Russia moved large amounts of capacity out of East Germany, Hungary, and 
Manchuria into the Ural or West Siberian areas. Its continued expansion of 
capacity and production is based on a war economy rather than the peacetim: 
demand for the metal within the country itself. As it is a state operation, costs of 
production are of little importance. Comparatively, however, these are believed 
higher than other major aluminum producers due to lower quality of bauxite and 
the tremendous transport distances between mines and power facilities. 

In the United Kingdom, lack of available power has kept the country’s only 
primary producer, the British Aluminum Co., from expanding output muc! 
beyond 30,000 metric tons annually. The company is currently exploring possi 
bilities of a reduction plant in North Borneo close to substantial power and 
bauxite reserves. In view of the distance of the proposed unit from Englis! 
markets and the time necessary to get it into operation, Aluminium Limited see: 
likely to continue for a considerable period ahead as the major ingot source f 
British fabricators despite higher dollar costs. A more logical development f 
this and continental European markets is a project, in which Aluminium Limit 
has a partial interest, for development of Gold Coast power and bauxite resource: 

In terms of world markets, consumption of other nonferrous metals shows a fai! 
close parallel to the standards of living prevalent in various countries. In 
more prosperous areas per capita use runs at much higher figures, and conversely 
backward regions are found to consume only fractional amounts. 

As world living standards improve, particularly in the heavily populaté 
countries, demand for such basic raw materials should be accelerated. Even in t! 
richer markets, population growth and new applications will stimulate consumpti 
well bevond present levels. Aluminum, for many reasons including availabilit 
and a favorable price relationship, will be the major beneficiary of these trends 
Already over the past 12 vears the metal has shown extraordinary world progre: 
in per capita use compared with other nonferrous materials. 

These relationships are set forth in the following tabulation, which show 
national income and consumption of nonferrous metals for selected countries on 
per capita basis together with an index of 1949 consumption relative to the 1937 
evel, 
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Estimated national income and consumption of nonferrous metals for selected countries 
(per capita) 





1949 | } 1949 consumption 
national | } ae ran Be 
income | : | 
| (United | Aluminum ‘ : 
|. @tates | Copper Zine Lead 
dollars) | | 
| 
$300 and over: | Pounds Pounds | Pounds Pounds 
United States $1, 453 10. 00 13.83 | 9.44 9.11 
Canada 870 7.75 14. 86 | 6. 65 9.51 
Switzerland 849 | 5. 69 | 9.96 | 3. 56 7.71 
$600 to $799: | 
Sweden 780 7.62 | 15. 47 | 6. 48 6.93 
United Kingdom 773 | 8. 20 | 14.18 8. 83 6. 98 
$400 to $599: | 
Norway -...-.-..- 587 9. 54 4.09 | 7. 98 4.09 
Netherlands 502 | 3.31 2. 47 4.09 7.90 
$200 to $399: 
Germany (western zone) 320 3. 38 4.71 4.57 2 50 
Austria..... 216 2. 48 2.95 2. 45 2.80 
Up to $199 
Mexico__ : | 121 31 69 64 81 
Brazil 112 44 72 40) R3 
India = . 57 07 23 -14 . 04 
| = nsdindigatbbweiciniansicangisileaiailtinndii 
} 1949 consumption versus 1937 (1937= 100 
| - = ” — 
} Aluminum; Copper Zine Lead 
$800 and over: 
United States... 282 102 Qs 106 
Canada_. 517 133 197 198 
Switzerland -.. 107 93 112 155 
$600 to $799: 
Sweden ; 465 131 121 103 
United Kingdom -.- 369 100 &3 43 
$400 to $599: 
Norway ......- wos : (') { 
Netherlands. - t . 807 119 128 132 
$200 to $399: 
Germany (western zone) 80 63 60 2 
Austria. cease 827 34 St 130 
Up to $199: 
Mexico eaeiaes ; , (') ( 
Brazil... : (*) (') | (: 
India ae a ie . é as . 700 383 U3 SO 





Ill. OurTLooK 
PRESENT OUTLOOK 


Jased on the best information available at this time, the outlook for the 
aluminum industry for the years immediately ahead will be dominated by the 
trend of world politics. Already the present gravity of the world picture has 
dispelled the last doubts in the United States as to the necessity of a greatly 
expanded military budget, and other members of the United Nations are likewise 
becoming seriously concerned over the threat of World War III. As world pre- 
paredness increases, aluminum, in the dual role of a strategic war material and 
an essential civilian metal, will be in increasingly short supply with the industry 
again entering a period of accelerated expansion of base facilities. 

These pressures are already being experienced in the United States, where 
emergency programs are being initiated at a time when record peacetime produc- 
tion and imports fall short of meeting civilian demand. According to newspaper 
releases, the Government plans to enlarge its presently negligible aluminum stock- 
pile at the rate of 300,000,000 pounds a vear for the next 5 years and estimates 
initial defense needs at another 350,000,000 pounds annually. 


80861—51—-+ser. 1, pt. 1-58 
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To this end the first step was to divert some of the flow of aluminum from con- 
sumer channels to defense and stockpile purposes. This was implemented by a 
National Production Authority directive restricting the use of aluminum for 
civilian purposes, based on the average for the first 6 months of 1950 when genera! 
business activity was nearly 10 percent lower than at present. The allocation for 
January 1951 is 80 percent of that average; for February and March, 75 percent 
and deeper cuts may be imposed in subsequent months. 

A second step, designed to meet over-all United States needs, is the plant con- 
struction and reactivation program, which will increase the Nation’s productiv: 
potential by the middle of 1952 by 1,050,000,000 pounds a year, or about 68 per- 
cent. Of this amount, 892,000,000 pounds will represent new smelting capacity 
and 158,000,000 pounds reactivation of idle productive facilities. Expediting 
contracts were drawn up at the same time in which General Services Administra 
tion, the Government buying agency, agreed that: 

(1) It will guarantee sale of the entire capacity of the new facilities for a 5-year 
period, beginning when the plants are substantially completed, at the market 
price, but retains the right of cancellation when half that capacity has bee: 
produced ; 

(2) In the event of cancellation, it contracts to pay a termination fee equal t: 
the then unamortized cost of the plants, which fee will be repayable to the Govern 
ment over a 10-year period, based on a formula, if the facilities are subsequent! 
operated ; 

(3) It will. certify the entire cost of the new plants for 5-year amortization 
for tax purposes; and 

(4) It will certify the loans for Government guaranty if the producer elects to 
finance construction with bank funds under a V-loan agreement. 

The heavy annual amortization charge over the 5-year period precludes any 
important gain in earnings, but will result in large additions to working capita! 
and cash funds. 

This program means important gains in smelting capacity for the present 
domestic producers and will add two newcomers: 


Present and projected primary production capacity of United States producers 


[Millions of pounds] 


| Additions Potential | Reactivated) Maximum 
and new economic | higher cost capacity 


smelters capacity units | planned 


Present 
| Capacity ! 


Aluminum Co. of America : 739.5 240 979.5 158.0 
Kaiser Aluminum & Chemical Corp 340 200 540.0 
Reynolds Metals Co 468 200 668. 0 
Harvey Machine Co., Ine. 144 144.0 
Apex Smelting Co.?__-. 108 0 
Total United States_. 1, 547.5 RU2 2, 439. 5 158.0 

! Based on capacities given in Judge Knox’s opinion, United States of America v. Aluminum Co. of Amer 
dated June 2, 1950, plus additions through January 1951. 

2 In negotiation as of Dec, 23, 1950. 


Kaiser Aluminum & Chemical Corp.’s economic smelting capacity will b 
increased by 60 percent, as against 44 percent for Reynolds Metals, and 31 percent 
for Aluminum Co. of America. “Furthermore, Kaiser will have its first reduction 
plant east of the Rockies, in proximity to major consuming markets. 

Despite refusal of an offer to deliver 440,000,000 pounds, or 200,000 metric 
tons, of aluminum to the Government stockpile by 1953, Aluminium Limited’s 
Canadian subsidiary is going ahead with its own expansion and plant-reactivation 
program. It has been announced that the British Ministry of Supply is to take 
1,410,944,000 pounds of metal on firm orders during the 3 years 1951-53. Present 
ingot capacity of approximately 903,900,000 pounds will be increased by 
44,100,000 pounds of new capacity and 70,600,000 of reactivated plant, making a 
yrojected total of 1,018,600,000 pounds, close to the peak level reached in World 

Var II. On the basis of programs announced to date, the four major North 
American companies’ approximate percentage of primary production capacity 
in the United States and in North America works out as follows: 
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Percentage breakdown of present and projected primary production capacity of 
North American producers . 





United States North America 





ote 3 | Potenti< 
Present Potential | present Potential 
| 








economic economic 

Percent Percent Percent Percent 
Aluminium Limited ats ait 37 28 
Aluminum Co. of America. 48 40 30 29 
Kaiser Aluminum & Chemical Corp 22 22 14 16 
Reynolds Metals Co. 30 oN 19 x) 
Others. . 10 : 7 
Total =" - ‘ 100 100 100 1M 

PEACETIME OUTLOOK 

The real significance of these additions lies in their peacetime value. Unlik ; 


the e xpansion in World War II, the new units will all be strategically located and 
economic, thereby providing the springboard for further acceleration of peacetime 
consumption on cessation of military demand. They will increase the availability 
of aluminum pig and ingot, provide the basis for further expansion of fabricating 
facilities, broaden the competitive situation, and assure important potential 
consumers of several large and dependable sources of supply: 

Stimulating factors on the demand side include: 

(a) Growing consumer acceptance of aluminum products as a result of moré 
widespread recognition and utilization of the metal’s unique combination of 
advantages 

(b) Technological developments in new and improved alloys, finishing processes 


and joining methods. These are of direst and immediate importance to large 
mass-production fabricating industries, including the auitomotive. Wartime con- 


ditions, if World War II precedents are repeated, will again speed up the alumi- 
num industry’s technology and extend the amount of ‘‘know-how”’ among users. 

(c) The increasingly critical supply of other metals. The inability to increase 
domestic production of other metals and the greater dependence on higher cost 
imported ores is becoming an important factor in the long-range planning of many 
metal users. Research activities are being directed more and more toward 
aluminum, and the prospective increase in peacetime supply should give it added 
impetus. 

(d) Rising labor costs. Anything that has to be moved, shipped, or maintained 
involves the use of labor. In view of the sharp uptrend in wages, it is axiomatic 
that an increasing number of objects will be made of light-weight material to 
reduce both handling and maintenance costs. 

(e) A favorable price relationship with other materials. 

Industry observers believe that aluminum’'s greatest opportunities for future 
gain lie in four basic industries, which together constitute a representative cross 
section of any national economy. ‘These are transportation, building and con- 
struction, household appliances, and farming. 

In the transportation market, the largest potential increase is in the automotive 
field. Some manufacturers, because of the supply problem and advancing prices 
of other metals, are already experimenting with aluminum engines and planning 
wider application of aluminum to various automobile parts. The railroad and 
shipping industries, which have used only moderate amounts of the metal to date, 
in a period of rising costs can be expected to give greater recognition to the sub- 
stantial economies possible from light-weight equipment or superstructures. 
Aluminum pipe, the use of which is growing rapidly, is another means of broaden- 
ing the metal’s participation in the transportation market. 

Heavy tonnages should be taken by the construction industry. This important 
market offers wide further potentialities for the use of aluminum, as ve metal is 
further utilized for bridge building, structurals and the recently developed panels 
for the siding of buildings. The latter have been used in over 100 structures in 
the United States in the past 3 years, setting a trend in architectural construction 
which should continue for a long period. These panels, which require little 
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maintenance, are easy to install, corrosion-resistant, possess good insulating 
qualities, and effect substantial savings in over-all building weights and costs. 

The natural qualities of aluminum are particularly useful to the farmer and 
should result in the farm market becoming a major outlet in peacetime. As a 
heat reflective insulation, it is proving important to the health and productivity 
of farm animals, and its nontoxicity makes it a safe container for farm products. 
Its light weight removes much of the drudgery of individual lifting and hauling, 
and its endurance and corrosion resistance are reflected in low maintenance costs 
on farm buildings and equipment. 

Household appliance manufacturers, with their almost infinite variety of con- 
sumer conveniences, are turning increasingly to aluminum as a base material. 
Redistribution of national income and intensive advertising have tremendously 
broadened the peacetime market for such consumer durables. 

In conclusion, outstanding as aluminum’s career has been, there is every reason 
to believe that the metal is still in its infancy. The cumulative effect of such 
factors as expanding capacity, increased familiarity with the metal and its 
properties, development of new applications, broadening consumer acceptance, 
and the strong competitive position is becoming increasingly evident in sharp 
gains in peacetime consumption. All things considered, therefore, it can con- 
fidently be expected that world aluminum production and consumption over the 
next 10 years will conform to the pattern of doubling each decade. 

The North American producers should record even greater gains. They serve 
the richest markets, the United States and Canada, where the problem, even 
before Korea, was already one of expanding capacity for civilian needs rather than 
finding new outlets. 


IV. Hicu Licuts, NortH AMERICAN PRODUCERS 
ALUMINIUM LIMITED 


Aluminium Limited, which is accepted as the lowest-cost producer of ingot, 
holds a preeminent position in the world aluminum trade, exclusive of the United 
States. Its assets include ownership of over 60 years’ supply of high-grade 
bauxite, the second largest hydroelectiric power development in the Western 
Hemisphere, the world’s largest ingot smelting operation (accounting for over 
25 percent of world output postwar), and fabricating facilities in 17 countries, 
This position has resulted from a farsighted program of development, integration, 
and expansion, realization of which was hastened by World War II and postwar 
demand for aluminum. 

From a corporate standpoint Aluminium Limited is solely a holding company 
which owns or controls 42 concerns incorporated in 18 countries. These companies 
fall into two broad categories: (1) Service and management units which perform 
a variety of staff functions for the group; and (2) operating companies, which are 
listed under the general headings of mining, transportation, power, production, 
and fabrication. ‘ 

By far the most important operating subsidiary is the wholly owned Aluminum 
Co. of Canada, Ltd. (Alcan), the nucleus of the enterprise. It owns 97 percent 
of ingot and 31 percent of fabricating capacities, and with its subsidiaries accounted 
for 74 percent of 1949 book assets, and contributed 89 percent of 1949 net income. 
This one unit, a fully integrated operation, has ingot smelting capacity greater 
than that of any other aluminum company. As a vital adjunct to its smelting 
operations, Alean & Saguenay Power Co., Ltd. (another subsidiary of Aluminium 
Limited) own 2,040,000 horsepower of installed hydroelectric power on the 
Saguenay River, a development exceeded only by the Grand Coulee system. 
Alcan has an annual economic capacity of 350,000 metric tons of ingot based on 
company-owned power, and present facilities could produce an additional 120,000 
tons if requisiste power becomes available either through purchase from neighbor- 
ing areas or further hydroelectric development in the region. 1949 output of 
335,000 tons was approximately four and one-half times the amount produced 
in 1939 and over 12 times the 1936 figure. 
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In recent years Aluminium Limited has taken several important steps to insure 
Alcan’s position. Proved and probable reserves {have been doubled through 
acquisition of Jamaican bauxite deposits. Postwar expansion of fabricating 
facilities in many countries, favorable price relationships, and an aggressive 
program of research into new uses and applications have stimulated world markets 
for aluminum ingot. Sales efforts have been generally intensified. 

First in importance among the fabricating units is the wholly owned English 
subsidiary, Northern Aluminium Co., Ltd., which accounts for 55 percent of the 
fabricating capacity of the enterprise. Its facilities were expanded many fold 
during the war to meet the needs of the British aircraft industry, and extensive 
additions to capacity have subsequently be made through purchase of a war 
plant and a major modernization program which includes the first semicontinu- 
ous strip mill outside the United States. Since Northern’s capacity is now 
135,000 metric tons, compared to a 1949 output of 70,000 tons, this subsidiary 
has considerable capacity available to meet further increases in demand in the 
United Kingdom and export markets without major capital outlay. 

As part of its long-range program, Aluminium Limited has established partially 
owned affiliates in various other countries. This policy encourages nationals of 
those countries to furnish capital and local management and share in the further 
development of their domestic aluminum markets. From the standpoint of 
Aluminium Limited, fabricating affiliates supply an outlet for the company’s 
ingot, and other affiliates provide means of participating in local, integrated 
operations. 

Turning to the 1949 composition of the business, three countries—United 
Kingdom, United States, and Canada—accounted for 74 percent of Aluminium 
Limited’s tonnage sales. United Kingdom’s share traditionally has been more 
than the combined total of the other two, but the United States was the largest 
customer in 1950. Altogether, there are 33 sales offices and 95 resident repre- 
sentatives or agents covering some 80 countries. 

Shown below are percentage breakdowns of tonnage and dollar sales of con- 
solidated subsidiaries to third parties and partly owned companies. The item 
“All other products and services” includes sales of bauxite, alumina, electric 
power, and a growing number of heavy chemicals. 


Aluminium Limited and consolidated subsidiaries—percentage breakdown of 1949 
sales to third parties and partially owned companies 


ronnage Dollars 

Percent Percent 
Ingot and ingot products 64 38 
Semifabrieated products 36 49 
All other products and services 13 
Total ‘ eens ; . 100 100 


From an earnings standpoint, Aluminium Limited’s real growth has occurred 
since 1936. While complete and comparable data for the early years are not 
available, it can be stated that combined sales increased from $37,200,000 to 
$199,400,000 in 1949, a gain of 436 percent. Net profit before all preferred 
dividends over the same period increased from $3,300,000 to $27,800,000, a gain 
of 742 percent. : 
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Summary income account and dividend data for the years 1940-49, inclusive, 
adjusted to include the earnings of Saguenay Power Co., Ltd., for the 10-year 
period, are as follows: 


Aluminium Limited and consolidated subsidiaries—comparative income account and 
per share data 


{In Canadian sc 





| 
INe t avail-| Per share common 2 
able for 


Depreci- | Net av or | | 
income | Net | 
' 
| 


ation, able for 
deple- income 





| 
| | Approxi- 
Earn-| Divi- | mate 
ings | dends| price 
| range 3 
; 
Years ended Dec. 31— Percent | | 
1940... _- ..| $86, 079, 000' $5, 202, 000 $39, 699, 000 45. 1'$13, 330, 000! $3. 44 $1. €0 
esd Sais | 135, 620, 000) 24, 055, 000) 35, 345, 000 25.8 17, €22, 000 1.59 00 
1942... i | 201, 828, 000 47, 724, 000) 31, 097, 000 15.4) 17, 394, 000 4.53 00 
1943 Pa | 293, 734, 000'71, 222, 000 28, 699, 000 9.8) 12, 532, 900 3. Z 00) 
1944. __. 22, 593, 000 59, 583, 000, 24, 719, 000! 9.4/ 11,803,000) 3. 60 
119, 151, 000! 6,578, 000 21, 514, 000) . 9, 662, 000) 60) 
117, 278, 000) 6, 944, 000) 23, 745, 000 20. 2; 12, 351, 000 80) 
| 159; 477, 000 7, 972, 000) 38, 025, 000) 2 16, 398, 000} 00) 
| 208, 645, 000) 8, 626,000 47, 922, 000! 2 27, 330, 000! 65| 
| 199, 406, 000) 9, 899, 000} 48) 174, 000) 24. 2} 27, 005, 000 €0) 


Net sales andexcess| ,; 
‘ .ome 
profits income 
axes to 


} net sales 
| 


tion and | and excess 
son | profits | t 
be 


tion taxes ! 





spo po por rr po gs poi 


Interim earnings | | 
months: | 
154, 617, 000) 7, 230,000) 40, 594, 000) 26.3) 22, 582, 000} 
| 162, 221, 000) 7, 908, 000, 46, 434, 000) y | 26, 074, 000 





1 See nonrecurring items, subsidiaries’ preferred dividends, and minority interest. 

2 Based on 3,722,050 shares outstanding after 5 for 1 split in March 1948. 

3 In United States funds. 

4 Starting with December 1950 payment, dividends are payable in United States funds. 


Plant and equipment are mainly of modern design, well maintained, and con- 
servatively valued on the books. Of the $358,000,000 expansion of facilities since 
1936, wartime additions totaled $236,000,000, of which $177,000,000, or 75 per- 
cent, was written off in the years 1941 to 1944, inclusive, through special amortiza- 
tion allowed for income-tax purposes. Since 1945, capital expenditures and invest- 
ments have amounted to approximately $70,000,000. Summarized below are some 
of the more important asset changes since 1939, the earliest date for which reason- 
ably comparable figures could be derived: 


Aluminium Limited and consolidated subsidiaries—important asset changes, 1989-49 


{Millions of Canadian dollars] 


l : ‘ j 
| Dec.31, | Dec. 31, | 


1949 1939 ! Increase 








Total assets before depreciation reserves ‘ ine idee $612. 
Gross plant_. } 443. 
Reserve for de prec is ition, “de ‘p letion, and amortization -- 262. 
Net plant_. , hieces 180 
Net current assets a Eee ‘le oi nal 104. & 


1C email from published reports of Aluminum Power Co., Ltd., and Saguenay Power Co., Ltd., both 
nonconsolidated affiliated concerns in 1939. 


As shown above, gross plant has increased nearly $300,000,000—representing 
principally a fivefold expansion of ingot capacity and installation of sizable power 
fabricating and supplementary facilities—and net current assets have risen 
$83,000,000. This was accomplished by a net increase in debt with a fixed 
maturity of $40,000,000, and in debt on an abatable or contingent basis of 
$30,100,000. Giving effect to a net decrease of $4,300,000 in minority interest 
and preferred stocks, obligations senior to the common stock had risen only 
$65,800,000, by December 31, 1949. 

Two major changes since the last available balance sheet make it necessary to 
present the capital structure of Aluminium Limited on an actual and a. pro forma 
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basis. These were Alcan’s issuance in December 1950 of $50,000,000 of 3% 
percent debentures due January 1971, and debt revisions incident to the agree- 
ment with the British Government. Under the terms of the latter agreement, 
the 3-percent notes due 1961 were refinanced with similar obligations dated 1951 
and due 1971, and an additional issue of $25,000,000 of 3% percent notes due 1971 
has been taken by the British. Principal and interest on both series of notes 
become payable in direct relation to the use of the facilities on whose output 
Great Britain has a call. These transactions provided Aluminium Limited with 
additional funds totaling $75,000,000, and freed securities which had been set 
aside against the maturity of $24,388,000 of 3 percent notes due 1961 which had 
become fixed between 1941 and October 31, 1950. 


Aluminium Limited and consolidated subsidiaries—actual and pro forma 
capitalization as of Dec. 31, 1949 


Actual | Pro forma 
Maiko Gene brome 
| Thousands | | Thousands 
iof Canadian} Percent ‘of Canadian; Percent 
| dollars | dollars | 
Fixed indebtedness | | 
Long-term debt___- wee PT $83, 044 | 27.3 $83, 044 | 21.9 
3-percent notes due 1961 ; | 1 21, 608 a Ceca” : 
344-percent debentures due 1971. ..........-.-- ‘ : é idl 50, 000 13.2 
Total fixed debt eiadianeats ‘ See Oe 104, 652 34.4 133, 044 35.1 
Abatable, or contingent, debt: 
3-percent notes due 1961 : 33, 360 | 10.9 a 
Second hypothec a 11, 737 3.9 211, 737 3.1 
3-percent notes due 1971 : 54, 968 | 14.5 
344-percent notes due 1917_- 25, 000 6.6 
Total abatable debt ‘ 45, O97 14.8 91, 705 24.2 
Total debt 149, 749 49.2 224, 749 59. 3 
Less: Sinking fund and other debt payable in 1950____. 2, 809 Q 2, 809 8 
Total net debt 146, 940 48.3 221, 940 58.5 
Subsidiary preferred shares : 18, 311 6.0 18, 311 4.8 
Minority interest ne 1, 720 6 1, 720 5 
Common stock (3,722,050 shares) and surplus 137, 301 45.1 137, 301 36. 2 
Total capitalization : 304, 272 100.0 379, 272 100.0 
Market value of common equity, at 1950 year-end price 
of 9634. 360, 108 360, 108 |.... oowne: 


1 Amount fixed as to maturity but still abatable as to interest 
2 By Oct. 31, 1950, amount outstanding had been reduced to $10,725,000, 


In return for the refinancing and new loan, Aluminium Limited agreed to give 
the British Government a first call on the output of an additional 92,500 tons of 
ingot capacity, raising the total to 200,000 metric tons per annum through 1971. 
A further provision of the agreement is that the British Ministry of Supply will 
take 640,000 metric tons of metal on firm orders over the next 3 years, 200,000 
in 1951, and 220,000 in 1952 and 1953. 

Aluminium Limited’s present projects include: 

(a) Construction of a new hydroelectric generating station on the Peribonka 
River, Quebec, at an approximate cost of $31,000,000, which, when completed in 
1952, will have an estimated installed capacity of 250,000 horsepower; 

(b) Additional facilities for the production of aluminum to cost about $9,200,000, 
including $3,600,000 for another 20,000 metric-ton pot line at Isle Maligne; 

(c) Bauxite mining, handling, and storage facilities in British Guiana and 
Canada, at an estimated cost of $4,000,000; 

(d) An $8,000,000 alumina plant in Jamaica, the company advancing some 
$1,500,000 over and above an Economic Cooperation Administration loan. Com- 
pletion will bring the company’s investment in Jamaica to about $12,000,000 and, 
should market conditions warrant, operations could be expanded tenfold with an 
estimated additional investment of $30,000,000; and 

(e) A global search for bauxite, hydroelectric power and smelting sites per- 
mitting economic operation and servicing of markets. Two highly promising 
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locations have been mentioned to date. One is in British Columbia where the 
company is spending $1,000,000 for an engineering survey of hydroelectric resources 
and aluminum smelter sites, with the long-range objective of doubling peak Cana- 
dian ingot capacity. The project would mean a hydroelectric system capable of 
producing 1,600,000 horsepower or greater than Bonneville; an alumina plant of 
about 1,000,000 metric tons (2,200,000,000 pounds) capacity; aluminum-reduction 
capacity of roundly 500,000 metric tons (1,100,000,000 pounds); and a town to 
house an eventual population of 50,000. The other promising location is on the 
Gold Coast of Africa where there are important bauxite deposits and a hydro- 
electric power site. This region could become an important supplier of ingof for 
the European and neighboring markets. 

In connection with Aluminium Limited and Aluminum Co. of America, men- 
tion should be made of the antitrust proceedings brought by the Government. 
In its judgment entered July 6, 1950, the court required certain stockholders of 
Aluminium Limited and Aluminum Co. of America to dispose of their holdings 
in one of the two corporations pursuant to a plan to be submitted to the court. 
Under a further judgment entered January 16, 1951, subsequent to the submission 
of the plan, stockholders holding in the aggregate 1,292,175 shares of the common 
stock of Aluminium Limited are required to dispose of all their shares in that 
corporation within 10 years, and, if reasonable market conditions prevail, approxi- 
mately 300,000 of such shares are to be disposed of within 3 years and 200,000 
more within 5 vears from the entry of the judgment. Pending such disposition, 
the voting rights with respect to these shares will be vested in three trustees 
named in the judgment. Other stockholders holding in the aggregate 524,195 
shares, while not required to dispose of their holdings, will be required to vest in 
such trustees the voting rights with respect to their shares during the disposal 
period. Another stockholder holding 34,500 shares of Aluminum Co. of America 
and 36,000 shares of Aluminium Limited will be required to dispose of his shares 
in Aluminum Co. of America and to vest in such trustees his voting rights with 
respect to his shares in Aluminium Limited during the disposal period. In the 
judgment of July 6, 1950, the divestiture of plants and properties of Aluminum 
Co. of America for which the Government had petitioned was denied but juris- 
diction was retained by the court for a period of 5 years from the entry of the 
further judgment. 

ALUMINUM CO. OF AMERICA 


Aluminum Co. of America, the world’s largest aluminum company in point of 
total assets, presently accounts for 50 percent of United States primary production 
and 32 percent of North American output. The most completely integrated com- 
pany in the industry, it has large raw material reserves, supporting transportation 
and power facilities, and its alumina, aluminum, and fabricating units are well 
located in relation to principal consuming markets. It is strongly represented in 
both major and minor product lines, and derives a considerable proportion of its 
business from the higher margin semifinished and finished products. 

As the sole domestic ingot producer between 1888, when its predecessor first 
undertook commercial exploitation of the metal, and 1939, the last prewar year, 
Alcoa was responsible for the extraordinary growth in aluminum use. During 
the early decades, the company was forced to fabricate the metal to demonstrate 
its properties and advantages and to develop the technical ‘““know-how”’ involved 
in its processing. In the later thirties, however, a number of concerns began 
production of semifinished and finished aluminum products. 

In the 1939-45 period, the tremendous expansion in aluminum capacity and 
output in the United States could not have been achieved without Alcoa’s expe- 
rience and personnel. It aided in selection of sites and in the design, construction 
and operation of alumina, aluminum and fabricating plants of various types; it 
spent $300,000,000 on expansion of its own facilities, a figure which compares 
with the Government wartime outlay of $718,000,000 for aluminum plants; and 
it made available various patents covering processes using medium and low grade 
domestic ores. Alcoa’s contribution to the war effort can be summed up by the 
fact that it owned, or leased and operated, 96 percent of alumina and 91 percent 
of aluminum capacity of the war period as well as sizable portions of the fabricating 
and finishing facilities. 

Postwar, the Government dismantled high cost, uneconomic units and sold the 
more important remaining alumina, reduction and fabricating plants to Kaiser 
Aluminum & Chemical Corp. and Reynolds Metals Co. Alcoa, unable to buy 
or lease any of the major Government units, initiated a program to improve and 
balance its facilities with increased emphasis on fabricated products. Among new 
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plants completed and in operation are a smelter using natural gas as fuel for 
generating power at Point Comfort, Tex., with an estimated annual capacity of 
114,000,000 pounds of ingot; a bauxite transfer station at Trinidad; a sheet and 
plate mill at Davenport, Iowa, with estimated capacity of 120,000,000 pounds 
per year; a die-casting works at Chicago; a rod, wire, and cable mill adjacent to 
the Vancouver reduction plant; and a modern fluoride chemical plant at East 
St. Louis, Ill., with capacity to produce 10,000,000 pounds of fluorides annually 
on a one-shift operation. 

In 1948, Aleoa derived about one-quarter of its gross revenue from such sources 
as railroad and steamship operations, sales of power, and income from interest 
and dividends. So far as aluminum and related product sales were concerned, 
fabricated sheet was of first importance tonnagewise but was outranked by other 
products on a dollar basis as shown below: 


Aluminum Co. of America and wholly owned subsidiaries—Perce ntage breakdown of 
1948 aluminum sales 


I i Dollar 

Percen Pe 4 
Pig and ingot 18 i) 
Fabricated sheet 19 9 
Other 3 9 
Tot al 100 100 


Alcoa has only recently released gross revenue figures. It is known, however, 
that unit sales of aluminum, excluding cooking utensils, more than doubled from 
1940 to 1948, and dollar sales of aluminum, ineluding cooking utensils, almost 
doubled. Summary income account and dividend data for the years 1940—49, 
inclusive, were as follows: 
ine ome 


Aluminum Co. of America and wholly owned subsidiaries—Com parative 


account and per share data 


Net avail- 
es Computed | able for Per share common 
I — a | me Fy gy + 2 
4 able for ant 
Gross revenue, ‘¢Pletion, income excess |Net income ey 
and ind excess profits Approx 
amorti- . . 
rae" profits taxes to Earn- Div imate 
as" taxes gross ngs ? dends price 
revenue range 
Years ended 
Dee. 31 Percent 

1940 (3) $7, 329, 000 (3) 3 $45, 874, 000 $8.87 | 4 $2.00 4 64-46 
1941 Q 17, 123, 000 ( (3) 39, 842, 000 7.64 #2 00 # 52-31 
1942 (?) 36, 767,000 |$74, 057, 000 ( 31, 197, 000 87 42 00 4 36-26 
1943 (3) | 49. 789,000 | &7. 212. 000 (3) 37, 797, 000 7.22 2 00 43-29 
1944 (@) 54, 883, 000 | 63, 866, 000 4 26, 951, 000 00 200 37-28 
1945__. (3) 63, 631,000 | 20,871, 000 ( 19, 836, 000 3. 55 2.00 63-36 
1946___ 3) 7, 939, 000 | 25, 459, 000 (3 25, 340, 000 4.68 2 00 91-0 
1947... 5 $384,130, 000 9, 310, 000 | 50, 293, 000 | 13.1 | 20,878, 000 60 2.00 80-48 
1948__ 5 439, 430,000 | 12, 027, ( 67, 286, 000 15.3 39, 969, O00 7.67 2 00 60246 
1949 347, 108,000 | 15,720,000 | 40,718, 000 11.7 | 24, 218, 000 4.4 2.00 55-46 
SSS Ra: he lee x 4 2.00 75-51 


' Giving no effect to adjustments applicable to prior years which are reflected in pretax and net income 
figures. 

? Based on present capitalization. 

3 Not available 

4 Giving effect to 3 for 1 in 1943. 


§ Approximate 


The bulk of Alecoa’s physical assets was constructed within the decade 1940-49, 
and they are carried at low valuations on the books. At the beginning of the 
decade, gross plant stood at $222,000,000; wartime additions, which were wholly 
written off, were $255,000,000; and $218,000,000 has been spent on the postwar 
program previously mentioned. Stated on a somewhat different basis, a $529,- 
000,000 gain in gross plant and net current assets was achieved with a net increase 
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in securities senior to the common stock of $57,000,000—the $116,000,000 increase 
in debt was partially offset by a $59,000,000 reduction in preferred stock. Sum- 
marized below are some of the more important changes in consolidated assets 
since the end of 1939: 


Aluminum Co. of America and wholly owned subsidiaries— important asset changes, 
1939-49 


{Millions of dollars] 








! | 


; Dec. 31, 1949 | Dec. 31,1939] Increase 








Total assets before depreciation reserves___.._..- $901.7 | 
Gross plant | 695. 9 
Reserve for depreciation, depletion, and amortization_..._._.__} 375.8 | 
Net plant ae : os ae : me 320. 1 
Net current assets... ...-- | 107.7 





The company’s capitalization as of December 31, 1949, was as follows: 
Aluminum Co. of America and wholly owned subsidiaries— capitalization as of Dec. 
31, 1949 





} 
Amount | Percent 





i } 

Long-term debt: } | 
2.55-percent notes due 1967__- : | $40, 000, 000 
3-percent notes due 1973 ; , : ...| 60, 000, 000 

Notes payable to banks... ‘ ena = . 1 40, 043, 000 | 


Total debt dds ’ . ‘ aa “whe --| 140, 043, 000 | 


$3.75 preferred stock, 659,909 shares 65, 991, 000 | 
Common stock (4,890,733 shares) and surplus | 246, 745, 000 


Total capitalization. _.- : are . ce ak ; 452, 736, 000 


Market value of common equity at 1950 year-end price of 744 | 363, 137, 000 

1 Excludes $20,022,000 of notes payable due within 12 months. Under the terms of the loan agreement 
covering the credit of about $40,000,000, Alcoa could borrow an additional $25,000,000 during 1950, and the 
total of about $65,000,000 becomes payable $5,000,000 quarterly beginning Mar. 5, 1951. 


Under the emergency program, Alcoa has made two principal commitments. 
It will build a new alumina plant and a new reduction unit with 200,000,000 
pounds annual ingot capacity, and will add 40,000,000 pounds at Point Comfort, 
lex. This phase of the program, which will be substantially completed by the 
end of 1952, will represent economic capacity, and will raise the total to about 
980,000,000 pounds. In addition, Alcoa is reactivating higher cosi facilities at 
Massena, N. Y., and Badin, N. C., which have begun shipments of aluminum 
to the stockpile. Deliveries are expected to reach an annual rate of 158,000,000 
pounds by June 1951. 

The new facilities, which will cost $130,000,000 to $150,000,000, are expected 
to be financed by reinvestment of earnings and creation of additional debt. 


KAISER ALUMINUM & CHEMICAL CORP. 


Kaiser Aluminum & Chemical Corp., which accounts for 20 percent of United 
States and 13 percent of North American primary production, markets it output 
in the form of flat-rolled items—flat sheet, coil, corrugated sheets and blanked 
shapes—wire and cable, and aluminum pig, in that order of importance. Alum- 
inum activities accounted for about 95 percent of sales and gross operating profit 
in the fiscal year ended May 31, 1950, with chemical and refractory products 
providing the balance. 

The corporation entered the aluminum field in mid-1946, when it leased three 
major Government-owned plants—a large alumina unit at Baton Rouge, La.; 
a smelter at Mead, Wash., with annual capacity of 216,000,000 pounds; and a 
large mill for production of flat rolled products at Trentwood, Wash., 10 miles from 
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Mead. Since then, the corporation has steadily expanded and consolidated its 
industry position. It purchased a Government-owned smelter at Tacoma, Wash., 
with an annual ingot capacity of 41,500,000 pounds, and subsequently increased 
the combined capacity of both reduction units to 340,000,000 pounds. It diversified 
products by purchasing a Government-owned rod and bar plant at Newark, Ohio, 
and equipping it to make wire and cable, and by installation of the only foil mill 
mill west of St. Louis, at Permanente, Calif. It extended its integration by ac- 
quisition of Jamaican bauxite reserves to supplement the long-term supply 
contract with Alcoa, and it built a soda-ash plant at Owens Lake, Calif. Acquisi- 
tion of plant facilities was completed in mid-1949 with the purchase of the three 
leased units. 

Operating efficiency and other factors, on the evidence of the ratio of net taxable 
income to sales, have more than offset locational disadvantages. Power costs are 
low under long term Bonneville contracts, and plant facilities are modern and 
efficient. Sales expense is held to a minimum by marketing about three-quarters 
of total output direct to large users in carload lots. Finally, carrying charges on 
properties are low, since the corporation purchased the five plants which cost 
the Government roundly $120,000,000, for $43,500,000. 

Aluminum sales in the calendar year 1948, which give no effect to the wire and 
cable facilities acquired the following year, were divided as follows: 


Kaiser Aluminum & Chemical Corp. and subsidiary—percentage breakdown of 
1948 aluminum sale 


Tonnage Dollars 
| Percent | Percent 
Pig and ingot 4 ‘ 
Fabricated sheet 
Other... 


Yb 


Total 


Comparative earnings figures for the period since mid-1946 are presented below’ 
together with adjusted dividend and price data from June 1948, when the corpo- 
ration sold shares to the public. Sales have risen in each fiscal year, primarily 
as a result of the expansion and diversification of facilities and, to a lesser degree 
dhanges in price. 


Kaiser Aluminum & Chemical Corp. and subsidiary—comparative income account 
and per share data 


Net avail | Net avail- | Per share common 
able for able for | eats JAE =e 
income | 
income Sa 
and excess | and excess Net income - | Cesh Approxi 
” Perefiés profits Earn- divi- mate 
' ’ taxes to ings! | gends? price 
net sales —_ range ? 


Net sales 


Years ended Mar. 31— | | | Percent | 
947_. a $45, 418, 000 $8, 636, 000 19.0 
1948 wiied ‘ 61, 594,000 | 15, 101, 000 24.5 
1949 73, 669,000 | 19, 217,000 | 26. 1 
1950 ‘ 76, 246,000 | 16,817, 000 22. 1 
Interim earnings, | | 
months— | 
1949 | 31,919, 000 | (3) (3 
a Re ...| 56,628,000 | 14, 451, 000 25.5 


! 


$5, 338, 000 
9, 244, 000 | 
12, 023, 000 
10, 532, 000 | 


3, 878, 000 | 
8, 083, 000 | 


! Based on 3,120,000 shares outstanding Nov. 30, 1950. 
? Calendar years, adjusted for 20 percent stock dividend in August 1950. 
3 Not available. 


As of May 31, 1950, Kaiser Aluminum & Chemica! Corp. had total assets, 
before reserves, of $108,719,000, and working capital of $25,610,000. Property, 
which included facilities with an original cost of about $140,000,000, was carried 
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at a gross value of $65,147,000 and a depreciated figure of $50,552,000. Capitali- 
zation at that date was as follows: 


Kaiser Aluminum & Chemical Corp. and subsidiary—capitalization as of May 31, 


Amount | Percent 


Long term notes payable. $36, 939, 000 
Common stock (3,120,000 shares giving effect to 20 pe reent stock dividend in 
August 1950) and surplus FonsaniGe ‘ Sah Ne 41, 049, 000 


Total capitalization - 77, 988, 000 100.0 


Market value of common equity at 1950 year end price of $30... .. 93, 600, 000 


A significant recent development is the decision to develop the corporation’s 
Jamaican bauxite reserves and construct a 200,000,000 pound reduction plant in 
the Southwest, which will use natural gas as an energy source. On completion 
in mid-1952, Kaiser will hs ave an annual capacity of 540,000,000 pounds, or only 
110,000,000 less than Alcoa’s economic capacity in the spring of 1946. The new 
smelter will be closer both to the alumina plant and the wire and cable unit. 

Present indications are that Kaiser Aluminum & Chemical Corp. will finance 
its program and refund its long term notes payable through a $40,000,000 term 
bank loan and direct placement of $75,000,000 of first mortgage debt. 


REYNOLDS METALS CO. 


Reynolds Metals Co. accounts for some 30 percent of United States primary 
production and 19 percent of total North American output. It is a fully inte- 
grated producer of major aluminum products, including foil, in which it holds a 
dominant position. In addition to ingot and conventional mill products, the 
company fabricates parts for incorporation in the end product of other manufac- 
turers, and has a number of product divisions engaged in fabricating corrugated 
roofing, siding, gutters, downspouts, and aluminum windows. Investments in- 
clude ownership of 38 pereent of Robertshaw-Fulton Controls Co., which is 
engaged primarily in manufacture and sale of devices for automatic control and 
regulation of temperatures and pressures, and 61 percent of the outstanding 
common shares of Richmond Radiator Co., a manufacturer of plumbing fixtures 
and boilers, 

Incorporated in 1928, the company acquired the foil business and operating 
assets of a predecessor which entered the aluminum business in 1926 by adding 
the latter to its regular lines of foil. Growing realization of the met tal’s poten- 
tialities led to manufacture of additional products; and in 1940, the first major 
step toward integration was taken with the building of reduction plants at Long- 
view, Wash., and Listerhill, Ala. 

Reynolds’ principal growth has taken place over the 10 years 1940 to 1950. 
During the first 5 years, it expanded aluminum capacity to meet wartime re- 
quirements; during ‘the second 5 years, it developed markets and established a 
strong operating base. The latter was largely accomplished by the 1949 pur- 
chase of six Government-owned plants— a large alumina unit, two smelters, one 
of the two largest existing sheet mills, and two extrusion plants—and by acquisi- 
tion of Jamaican and Haitian bauxite reserves adequate for many years’ supply. 
Other steps taken included expansion of domestic and Mexican foil capacit~, 
installation of an aluminum cable plant, and purchase of an interest in a leading 
southern corrugator and marketer of galvanized sheet and aluminum products. 

The company has been aggressive in exploitation of new uses for aluminum 
such as irrigation pipe, natural gas lines, grain bins, and extruded floor sections 
for trucks and trailers. Its an of foil and foil products have been aided by 
applications such as aluminum wrapping for kitchen and household use and a 
new boxlike container finding wide acceptance in the food-processing industry. 
From a sales point of view, foil, while of major importance to the company, was 
outranked in 1948 both tonnage and dollarwise by fabricated sheet as shown on 
the next page. 
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Re ynolds Metals Co. and wholly owned subsidiaries Pe ree nlage breakdown of 1948 
aluminum sales 


Pig and ingot 
Fabricated sheet 
Other (includes foil 


Potal 


Until 1949 Reynolds, like Kaiser, sold only a small proportion of its primary pro 
duction to independent fabricators—preferring to upgrade it into semifinished or 
finished products, thereby securing larger profit margins. 

Reynolds Metals’ sales have increased from $29,158,000 in 1940 to $131,865,000 
in 1949, a gain of 352 percent. Net income over the same period increased from 


$2,428,000 to $5,503,000, a gain of 127 percent. Summary income account and 
dividend data for the vears 1940-49, inclusive, were as follows 


Reynolds Metals Co. and wholly owned subsidiaries Comparatit 
and per share data 


Deprecia- | Net 

tion, de ible 
pletion income and 
and am- | excess prof 

ortization its taxes 


excess prot 
ts taxex to 


net ! 
eT SALES 


Years 
Dec. 31 
1940 $29, 158, 000 $8 64, 000 $4, 045, 000 
1941 48, 603, 000 1, 626, 000 5, 347. 000 
1942 86, 068, 000 5. S58, G00 5. 816, 000 
1943 138, 055, 000 7, 343, 000 12, 621, 000 
1044 165, 215, 000 &, 064, 000 11, 815, 000 
1045 148, 309, 000 6, 684, 000 8, 364, 000 
1946 131, 034, 000 490, 000 6, 939, 000 
1947 129, 251, 000 3, 351, 000 6, 136, 000 
1048 149, 207, 000 . 702. 000 15, 116, 000 
1949 131, 865, 000 5, 052, 000 9, 05, OOO 
1950 
Interim earn 
ines “ 
months 
1949 04, 589, 000 ‘ 5, 969, 000 


5 
1950 113, 738, 090 13, 385, 000 11.8 


! Based on 1,369,759 shares outstanding following 10 percent stock dividend in December 1950 and after 
present preferred dividend requirements 

> Adjusted for stock dividends of 10 percent in 1947, 1948, and 1950 

} Before special income and credits, net of Federal income taxes, amounting to $9,518,258 from realization of 
part of undistributed profits of Robertshaw- Fulton ControtsGo. on sale of 50 pereent of holdings. 

‘ Not available 


Plant and equipment have been built mainly within the past 10 vears and are 
conservatively valued on the books. Of the $132,553,000 gross expansion in facili- 
ties, $83,058,000 represents postwar additions, including $57,582,000 for purchase 
of Government-owned facilities which originally cost $174,000,000. Summarized 
on the following page are some of the more important changes in consolidated 
assets since the end of 1939. 
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Reynolds Metals Co. and wholly owned subsidiaries—Important asset changes, 
1939-49 


[Millions of dollars] 





| Dec. 31, 1949 | Dec. 31, 1939 | Increase 





Total assets before depreciation reserves 

Gross plant . 

Reserve for depre 5. ‘ 
Net plant... Séockn 2 | 8. 
Net current assets ‘ ae vee 5 | 





1 Exclusive of 2 major investments with total market value at 1950 year-end prices aggregating 
$10,400,000. 


As shown above, gross plant and net current assets combined have increased 
$158,000,000. This was accomplished by use of $12,000,000 realized from sale of 
part of its original interest in Robertshaw-Fulton Controls Co., by reinvestment of 
earnings and by a net increase in securities senior to the common stock of about 
$90,060,000. 

Provisions of the company’s loan agreements with banks and the Reconstruc- 
tion Finance Corporation require the parent company to maintain net current 
assets in excess of $25,000,000 (compared to a 1949 year-end figure of roundly 
$31,000,000) and set up a formula which limited cash dividends in 1949 to a 
maximum of $1.23 per share. 

Capitalization on a company only and consolidated basis as of December 31, 
1949, was as follows: 


Reynolds Metals Co.— Capitalization as of Dec. 31, 1949 





| 


| , 
| Parent company | Consolidated 
el wes ——— —— 
| Amount Amount Percent 








Long term debt: 
Parent company ------ $31, 456, 000 40.4 $31, 456, 000 
Ea ee SS ya ae a . + it 1 61, 861, 000 | 


—___—|} f I salapmiiens pinhead 
Total debt. __--- 5 ee 31, 456, 000 40.4 | 93,317,000 

5% percent convertible preferred stock (49,558 

shares) 4, 956, 000 6.4 4, 956, 000 


| 
Common stock (1,244,635 shares) and surplus___--- 41, 424, 000 53. 2 50, 147, 000 


—-—-|-- ‘ | veniioeomgnatbenshe 
Total capitalization - --- edvnas 77, 836, 000 | 100.0 | 148, 420, 000 





Market value of common equity at 1950 year-end } 
price of $40 (based on 1,369,759 shares) __.......--- te, rey are 54, 790, 000 





1 Contingent liability of parent company was $11,600,000. Company under certain conditions may pay 
principal and interest in aluminum pig. 


A further increase in consolidated debt will occur as a newly formed subsidiary 
draws on its $11,000,000 advance from the Economic Cooperation Administration. 
The loan, which will bear 4-percent interest, will finance development of the 
Jamaican properties and will be repaid by delivery of ingot over a 20-year period. 

Like the other United States producers, Reynolds Metals Co. has concluded 
an agreement with General Services Administration to construct an additional 
200,000,000-pound reduction plant, which will raise its primary capacity to 
668,000,000 pounds early in 1952. At present there is no information as to how 
the new facilities are to be financed. 
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VI. Sevecrep Srartistican Data 
World aluminum production 


[Thousands of metric tons] 


} 


| Boom and crash Preparing for World War II 


| ! | | 
|} 1927 | 1928 | 1929 1931 | 1933 1936 1937 1938 1939 


North America | 
United States___- ‘ 72.6 95.3 | 102.1 | 80.5 38.6 | 102.0 | 132.8 | 130.1 148.4 


Canada . ; 37.5 | 37.6 28.8 | 30.9 16. 1 26.9 12.6 64.6 75.2 
Total, North America 110.1 | 132.9 | 130.9] 111.4 54.7 | 128.9 | 175.4 | 194.7 223.6 
Western Europe: | | 
Austria. - re 4.0 40; 40 2.5 2.1 3.3 4.5 5.1 5.6 
Belgium 
France 25. 0 25.9 29. 1 18.2 14.3 28. 3 84.5 45.3 §2. 5 
Germany 28.4 31.7 32.7 27.1 18.9 97.5 127.2 162. 5 188. 1 
Italy 2. 5 | 3.5 | 7.4 11.1 12.1 15.9 22. 9 25.8 4.2 
Norway 20.8 244.7 | 29.1 21.4 15.4 15.4 23.C 29.0 31.1 
Spain... L672 43 1.2 a 8 1.0 
Sweden | ; 1.8 1.8 1.9 2.0 
Switzerland 20.0 19.9 20.7 2.2 7.5 13.7 25. 0 26. 5 28.0 
United Kingdom tia 7.9} 10.7 13.9 14.2 11.0 16. 4 19. 4 22. 5 25. 0 
Yugoslavia sa 2 & 2.4 
Total, Western Europe. .-__- 108.6 | 120.4 | 137.9 | 107.9 | 82.5! 193.0 | 258.5 | 320.6 369.9 
Russia and satellite: | 
Russia l 1.4 37.9 45.0 48.0 73.0 
Hungary 4 .8 1.0 1.5 1.5 
Total, Russia and satellite a 4.4 38.7 46.0 49.5 74.5 
Asia: 
India 
Japan 6.7 10.0 17.0 23.0 
Korea 
Formosa 
Manchuria 
Total, Asia 6.7 0. { 17.0 23.0 
Others: Brazil ” ‘ _ 
World total ao . 218.7 | 253.3 | 268.8 | 219.4 | 141.6) 367.3 | 489.9 SSI.A 641.0 
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World aluminum production—Continued 


World War IT Since World War II 


1948 1949 


1940 1941 1942 1943 1944 1945 


North America: 
United States__-. 187.1 280 


704.4 $44 
Canada ; ) 104 


419.2 | 195 
Total, North 
America 474 


Western Europe: 
Austria 
Belgium 
France 
Germany 
Italy 
Norway 
Spain 
Sweden 
Switzerland 
United Kingdom 
Yugoslavia 


Total, Western 
Europe 


Russia and satellite: 
Russia 
Hungary 


Total, Russia and 
satellite 


Asia: 
India 
Japan 
Korea 
Formosa... 
Manchuria 


Total, Asia 
Others: 


World total.-..-.} 787.4 {1,047.0 |1,399.8 |1, 952 


1, OS2. 4 264 
I 
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Present and projected capacities of North American 


Aluminum C 
Masse! 
Alcoa, 
Badin, 
Vancouver, 
Point C« 


Total 
Kaiser Aluminum 
Corp 


Total 


Reynolds Metals Co 
Longview, Was! 
Listerhill, Ala 
Jones Mills, Ark 
Troutdale, Oreg 
New smelter 

Total 
Harvey Machine C Inc 
Kalispell, Mont 

Apex Smelting Co 

tiation 


nego 


Total United States 
Aluminum Lir ( 
Arvida, Quebec 
Isle Maligne, Quebec 
Shawinigan Falls, Quebec 
Beauharnois, Quebec 


Total 


80861—51—ser. 1, pt 
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Alu mi 


Millions of pounds 


Additions 

ind new 

construc- 
tion 


Re- 


Potential 
tivate 


uct 
plants 


economit 


1——50 


909 


nu reduction plants 


rhousands of metric 
tons 
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Primary aluminum production of the four North American producers 


[Millions of pounds] 





: Kaiser Tet | Atuminium| Trt 
Aluminum Aluminum Reynolds | Total Total 


Co. of + 0 United 
America & — Metals Co. States 


Limited . 

v2 : North 
Canadian Peal 
plants ! . ‘ 


160 
60 
86. 5 

152 

177. 

171 

186, 

246 

293 


| 








138.0 (?) 
54.5 (2) 
73.6 (2) 
128. 7 (?) 
150.6 (2) 
140. (2) 
147. 

163. 6 
210. ! 
228. 


os 





_—- 
tau 09 0a 





es 
At eww Who we 





to 





to 8S 0D 06 0d 0d 0d eo 


2a 
Cf naneowmwa 


OHM H Me OAC wHK OC: 


> 





’ 03° 03 eo 03 


€38. 0 
652. 3 


588. 0 


Owe 
St CO et CR NICO WOOO ete OOM oN OWS 


NOOO bo os me 


elena hk 


c< 





1 Production of predecessor company up to 1928. 
2 Began production in 1946. 
§ Began production in 1941. 
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United States production and consumption of primary aluminum 


{Millions of pounds} 





; j ] 


| | | j j 
bs | Second- 
| Changes | Changes |Apparent yon Total 
in pro- | in RFC con- ee Ss ai con- 
ducers’ | inven- sump- 





Produc- 
tion 


covered | sump- 


5 on | 
Imports! | Exports! | 
| | from old | tion 


stocks tories tion scrap | 








FANN eeoemD 


snwoow 


OF ee OO On ee oe 





en ay 


03 03 bo 


owe 





NK ASDmnwwnwem 
a 


mow 


Crude and semicrude. 
2 Additions. 
3 Withdrawals. 
4 Estimated. 


Shipments of aluminum fabricated products in the United States 


| Millions of pounds] 


Wrought products ‘astings 
= - a ¥ . gE y 4 ‘a ¥ aaa Total 
Ex- fabri- 
a truded| Pow- Per- cated 
eate (Shapes,| der, | ma- i All | To prod- 
—. tubing flake, | nent Die other otal ucts 
pro i a+! and | paste mold 
and wire blooms 


Plate, 
sheet, 
and 
strip 


| 


207 
304 
321 
| 213 
160 
155, 
139. 
106. 
106 


SOWOnwwnwnS 


NeODeKwBeOnwean 
Ne en ee 


a tet ett 
oe NOs 
oaca~ 
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United States secondary aluminum production and prices 


Secondary aluminum Secondary aluminum 
prices prices 


Produc- Serap Produc- Scrap 
tion of |__ x, Second- tion of Second- 
second- ary re- second- airy re- 
ary alu-|/Newalu-|Cast alu-| melt : ry alu-| New alu-|Cast alu-! melt 
minum, minum | minum! No. 12 minum); minum | minum | No. 12 
(mil- clip- whole- | alloy, mil- clip- whole- | alloy, 
lions of | pings, sale, New lions of} pings, sale, New 
pounds New New | York pounds New New York 
York York (cents York York cents 
(cents cents per (cents cents per 
per per pound per per pound) 
pound pound pound pound) 


1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 


1935 } 2 3. 2 16.68 || 1951 


111 months’ average 
2 Not available. 


Annual average domestic prices of aluminum, copper, zinc, lead, and semifinished 
carbon steel 


[Cents per pound] 


Alum- | Cop- hi 4lum- 
) a ] m 

"No. 1 oy “i (prime Steel No 1 ang I Stee] 

: 09 a west- v besse- or 99 4 New (besse 
ri . ( , 

onsaneel lytic ern, j c os percent mer 
: Ame New billets . — billets) 
+ . . ; . +New ; 
“New New Y ork {+Ne 
York) | York York) 


1937 19. 91 
1938 20. 00 
1939 20. 00 
1940 18. 69 
1941 16. 50 
1942 15. 00 
1943 15. 00 
1944 15. 00 
1945 15. 00 

1] 

I 


z2o 
Nonc 


PrP @w 


Whowisgsi) 


1946 
1947 


5 

100 
114.00 
1948 __ 114.73 
1949 1116.00 
1950_. 116. 69 
1951 (Jan. 

12) 


i) 


Ce een 


z 


1 18. 00 


2 Not available. 
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SECRETARY CHAPMAN Backs O’ MAHONEY ON LARAMIE, Wyo., ALUMINA PLANT 


The fight of Senator Joseph C. O’ Mahoney for the completion of the alumina 
plant constructed during World War II at Laramie, Wyo., was brought a step 
nearer success on February 12 when Secretary Oscar L. Chapman of the Depart- 
ment of the Interior endorsed the project. 

Secretary Chapman was one of a number of witnesses from the executive 
agencies, now working on the defense program, who were called by Senator 
O’ Mahoney, chairman of the Senate Committee on Interior and Insular Affairs, 
to discuss the progress of mineral development in the West. The Senator for 
years has been seeking to promote the utilization of mineral deposits throughout 
the country and particularly in the West. 

When Secretary Chapman presented to O’Mahoney’s committee a proposed 
agreement between the Department of the Interior and the Defense Productions 
Administration to promote the development of domestic ores, O’ Mahoney brought 
up the alumina project at Laramie. Secretary Chapman declared, “I am for that 
project 100 percent. It never should have been stopped.” 

The following is an excerpt from the proceedings in Senator O’ Mahoney’s 
committee with respect to the new program and the reasons for completion of the 
Laramie plant: 
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“DOMESTIC ORES SHOULD BE DEVELOPED 


“Secretary CuapMan. I think this agreement that we have just read into the 
record a moment ago, the proposed agreement, is an indication to you that we are 
moving forward in the direction of trying to implement that very policy of de- 
veloping our own domestic ores as much as possible; at least, twice fefore this 
committee, you will recall, in the past 10 years I made a very strong statement 
that I did not think that the Federal Government was at any time spending 
enough money on metallurgical and exploration in the mineral field, because I 
felt we ought to spend more in that area to be prepared and be ready for these 
emergencies. 

“T have felt that that has been a handicap all along, that we have not done 
enough in that field. That is not a question of blame to anyone or to any parti- 
cular group. It is a question that when you get out of a war everybody starts 
retrenching. You want to cut down on the money expended, obviously. So we 
have done it. 

“T have felt that we have not done enough in that area. I am very strongly 
urging that we continue and increase our efforts in the search for domestic ores, 
even though those domestic ores may be higher cost producing ores than you 
can purchase from some other country, because in an emergency you have to get 
the ores from where you can get them delivered, not where you can purchase them 
and not have them delivered. That is why I have been strong for that. 

“The CHAIRMAN. That gives me a reason to hope that the alumina project at 
Laramie, Wyo., will be speedily completed. 

“Secretary CHapMAN. I am for that project 100 percent. It never should have 
been stopped. I think it was a mistake to stop the project, in the first place. 

“The CHAIRMAN. It was stopped because the Congress wanted the Defense 
Plant Corporation to be liquidated when the shooting stopped. Congress was 
anxious to return as rapidly as possible to a peacetime basis and all expenditures 
for the construction of defense plants were immediately stopped. It was very 
desirable, of course, to curtail expenditures for military purposes and no one could 
possibly blame the Congress for doing so. It was unfortunate, however, that no 
distinction was made between expenditures which were for purely military pur- 


poses and expenditures which were being made for the purpose of advancing the 
technological skills of the United States and of developing domestic sources of 
critical and strategic materials. 


“SENATOR O’MAHONEY DESCRIBES LARAMIE PLANT 


“The Laramie alumiria plant was, I understand, the most modern plant of its 
kind ever built up to that time. It was not quite completed. If it had been 
finished and operations had been conducted as planned a vast new source of 
alumina would now be available to the United States. 

“The facts which have been presented show clearly that alumina can be made 
from this vast deposit of anorthosite on the Laramie plains. The Bureau of Mines 
has filed a favorable report upon the process for treating anorthosite. This process 
was worked out by the Monolith Cement Co. at Laramie with the full knowledge 
of the experts of the Bureau of Mines. What the unit cost of producing alumina 
would be has not, of course, been determined, and cannot be determined without 
the completion of this plant on which the Government has already expended 
$4,500,000. 

“This, however, is known, the same materials from which alumina can be ob- 
tained will be available for making cement. So, alumina and cement are, simul- 
taneously, products from these deposits. The reports of the Geological Survey 
indicate that other valuable strategic and critical materials are to be found in this 
area. No one can tell what discoveries may be made after the plant is completed 
and put into operation. But this is certain—alumina and cement can be manu- 
factured here and those operations should begin without delay. 

“We are now engaged in a program of economic and military preparedness. 
The proposal to complete the Laramie plant is an aspect of our economic pre- 
paredness and it is far better to carry this Gperation to completion now rather than 
to wait until a real military crisis is upon us which could very easily prevent the 
completion and operation of the plant and thus cause the expenditures already 
made to be a complete loss. 

‘Secretary CHapMAN. There should have been worked out an agreement some- 
where so that that plant would have continued. That is right in the field of what 
I am talking about. We are not doing enough in the experimental stage. And 
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that is an experimental! plant, one that is needed. I, for one, think we ought to 
proceed as fast as we can, to reestablish that plant. 

“The CuarrMaAn. You do not know of any policy impediment to proceeding? 

“Secretary Cuapman. None whatever. It ought to proceed immediately. I 
do not now of any reason why it should not. If it requires any signature of mine 
to make it in operation, it will go in operation. 

“The CHarrRMAN. Dr. Boyd, I think we have an indication now that we can 
move. 

“Secretary CHAPMAN. I have never had any objections, Dr. Boyd, to that going 
forward. It has been tied up in litigation for a long time, as you know, and we 
have not had the free opportunity of a free hand. 

“The CyHarrMan, It has not been tied up by litigation in recent years. Jess 
Larson, head of the General Services Administration, sitting at the other end of the 
table, was very instrumental in preventing the plant from being cannibalized and 
disposed of. More than a year ago when I called the significance of this plant to 
his attention he took the necessary steps to make certain that when the Reconstruc- 
tion Finance Corporation declared the plant to be surplus property it.was withheld 
from sale. Otherwise, the Laramie plant might have met the same fate as a simi- 
lar plant which was built at Hollyville, S. C., and from which all of the equipment 
essential for the manufacture of alumina from the clays of South Carolina was 
removed and sold before the plant itself was disposed of to a cement-manufactur- 
Ing concern. 

“Secretary CHapMaNn. Mr. Larson now has the Laramie plant legally in his 
hands. I will talk to him. 

“Mr. Larson. I will give an indefinite lease on it. 

“Secretary CHAPMAN. All we need is the money to operate with. 

“The CHAIRMAN. You have the money in the new budget. The Bureau of the 
Budget has so advised me. You have money that you can use for the completion 
of the plant. 

“Secretary CHAPMAN. I was so interested in that project, and assuming that 
other people would be, that I brought a full three-page memorandum on that sub- 
ject with me, giving the history of it. 

“The CHAIRMAN. You did not think I would overlook it? 

“Secretary CHAPMAN. I thought it was so important that we would not overlook 
it. I was prepared on that, because I have had a very deep feeling about that 
project for a long time. 

“Senator Corpon. I suggest, Mr. Chairman, that that go in the record now 
without your looking at it. 

“Secretary CHapMANn. I do not think it ought to go in the record without the 
chairman looking at it. 

“The CHAIRMAN. I am not so much interested in the history, but in the future 
prospects. I know the history pretty well. 

“Secretary CHAPMAN. Here it is, Mr. Chairman. 

“The CHATRMAN, Mr. Secretary, a glance over this memorandum of yours on 
the Laramie plant satisfies me that it is altogether appropriate for inclusion in the 
record at this point. I am very much obliged to you for having brought it to the 
committee today.” 

(Note.—The memorandum by Secretary Chapman referred to above, on the 
history of the aluminuma pilot plant at Laramie, Wyo., is as follows:) 


DEPARTMENT OF THE INTERIOR, 
OFrFICcE OF THE SECRETARY, 
Washington, D. C., February 10, 1951. 
Memorandum. 
Subject: Alumina pilot plant at Laramie, Wyo. 

During World War II four Government pilot plants were constructed in the 
United States for the production of alumina from raw materials other than 
bauxite. None of the plants was fully proven up and construction of the Laramie 
plant was not completed before the end of the war. The other three plants were 
sold but the Laramie plant was tied up in a lawsuit only recently settled, and 
consequently it was not cannibalized. The estimate for completing the con- 
struction and to place this plant in operation is $500,000. 

The purpose of the Laramie plant was to prove up on semi-industrial scale a 
lime-soda sintering and leaching process for extraction of aluminum oxide from 
anorthosite rock and from clays, and, if possible, to leave a residue suitable for 
the making of portland cement. The process was initiated by the Bureau of 
Mines in 1939, taken up by the Monolith Portland Midwest Co. of Laramie and 
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put through a small test-plant seale. Ultimately, the War Production Board 
recommended the erection of a pilot plant as the result of a proposal by Monolith 
dated April 8, 1943, approved May 19, 1943, with the immediate allocation of 
$3,885,000 and ultimate acquisition cost of $4,597,498. The uncompleted part 
of the plant will now require another $500,000 and about 6 months’ time to 
prepare it for operation. 

At the end of World War II completion of the Laramie alumina plant was 
stopped. The Monolith Co. endeavored by lawsuit to force the Reconstruction 
Finance Corporation to carry out the complete contract for erection and initial 
operation cf the pilot plant, but lost their case. The plant was declared surplus 
to its needs by RFC, and presently title is being transferred to the General Serv- 
ices Administration. GSA is expected to hold the plant available for Government 
use. This pilot plant was designed under the plan of increasing domestic security 
by developing a supply of strategic materials within our national borders—in this 
case, to ascertain the feasibility of developing alumina from anorthosite rock, of 
which there is a large deposit. near the site of this plant. The Bureau of Mines 
now has a proposal to expend during the 6 months of January to June 1951 the 
$500,000 necessary to complete the Laramie alumina plant ready for 6 months’ 
shake-down and then a year’s operation. Knowing that there are operating trou- 
bles to be encountered, a small auxiliary leaching plant for use in accelerated 
trouble shooting, and costing $150,000, is included in this estimate. A crushing 
plant must be installed, the water supply development completed, and certain 
alterations made in the main rotary kiln. 

Thereafter a shake-down run of the plant would require 6 months. Final 
indicated changes would then be made and the plant operated for a year as final 
proof as to whetlier the process is practical. This calls for an additional $1,500,000. 
Sale of alumina produced and cleared into miscellaneous receipts of the Treasury 
will cancel much of this expense. The very much belated answer to this problem 
of proving a suitable process for increasing domestic supply of alumina will not 
come too late if action is taken now. 

There are two sources that can be called on for money to place this pilot plant 
into operation. One is from a specific appropriation from the President’s supple- 
mental appropriation bill before the Congress. The second is to call on that 
amount from the funds available to the Defense Mobilization Administration. 
If the plant is to be put into operation at the earliest possible time, the second 
method would be preferable if all of the approving agencies of the DMA would be 
immediately in favor of the completion and operation of this pilot plant. 
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